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MINUTES OF MEETING

AUDIT COMMITTEE OF THE BOARD
TUESDAY, JANUARY 20, 2015 - 2:45 P.M.

5TH FLOOR BOARD ROOM
347 MADISON AVENUE

The following were present:

Honorable:
James L. Sedore
Fernando Ferrer

M. Fucilli - MTA
R. Foran - MTA

Robert Bickford
Andrew Albert

L. Kearse - MTA
P. Kane -MTA

M. Fritz - Deloitte
G. Friedrich - Deloitte

M. Malloy - Deloitte
J. Strohmeyer- Deloitte

PUBLIC COMMENTS PERIOD

There were no public speakers.

APPROVAL OF MINUTES

The minutes of the November 19, 2014 Audit Committee meeting were approved.

AUDIT COMMITTEE WORKPLAN

The work plan for April and November was amended to include a briefing from the MTA Diversity
Officer on the status of performance measures on compliance monitoring by the Department of
Diversity and Civil Rights. The Agenda for the next meeting in April will include: a review by Deloitte
on the results of their audit of the 2014 Financial Statements, a briefing by the Chief Compliance Officer
on the Financial Interest Reports and agency compliance with the ERM guidelines and a review of the
agency claims and litigations in Executive Session.

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT - 3"° QUARTER 2014

Mike Fritz (Deloitte) indicated that their review noted no adjustments and no changes in the accounting
policies and principles and concluded that the report fairly represents the MTA financial condition and
results of operation for the nine-month period, September 30' 2014. The Chair read a note to the financial
statements that stated “auctions for all of the $287,325 of auction bonds as of 9/30/14 had been falling” and
inquired if such situation has a financial impact to MTA. Bob Foran (MTA) explained the meaning of failed
auctions and said that MTA has disposed of risky rate bonds investments. In response to the Committee
inquiry, Bob Foran confirmed that the remaining rate bond investments are the ones with satisfactory return
results. The Chair commented that Financial Statements were pretty close to the Financial Plan,
considering that the plan was based on budget.

A motion was made and seconded to approve the 3rd Quarter 2014 financial statements.
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2013 PENSION PLAN AUDITS

Mike Fritz (Deloitte) discussed the report that was handed to the Committee pertaining to the audit of
the financial statements of various pension plans which were provided earlier to the Committee in draft
form. He said their audit of the various pension plans was done in accordance with Generally Accepted
Auditing Standards and that the financial statements of the various pension plans were in conformity
with Generally Accepted Accounting Principles. He stated that there was no “emphasis of matter
paragraphs” in any of the financial reports other than the required supplementary information required
by the Government Auditing Standards Board related to the funding of the pension plans. He indicated
that the audited financial reports are for the plan year ended December 31, 2013 and explained the
timing of the report was late as the actuary information for the plans was not received until the
September/October timeframe. He said that the plans’ internal controls, accounting estimates, fair
market values of investments, the annual required contribution as determined by the actuaries and the
actuarial values of the plan assets and liabilities were reviewed during the audit. He also indicated that
financial statements contained no uncorrected misstatements and no adjustments were made as a result
of their audit. He further indicated that the significant accounting policies and actuarial valuations
included in the financial statements were consistent with what have been in the past; however, that will
change next year with the adoption of GASB 67 as it related to the recording of unfunded liabilities in
the financial statements. He said that there were no disagreements with management with respect to
policies and procedures put in place nor were there consultations with other accountants relative to the
established procedures. Finally, he explained that the statement regarding a “significant difficulty
encountered in performing the audit” was about the delay in receiving the information from the MTA’s
actuary which resulted in the delay in the issuance of the financial reports.

The Committee inquired, and was assured by financial management, that the agenda materials usually
provided to the committee separately from the agenda book such as the pension plan financial
statements are going to be incorporated electronically into agenda package via Directors’ Desk.

A motion was made and seconded to accept the audit reports on the various pension plans for the year
ended December 31, 2013.

INFORMATION TECHNOLOGY REPORT

Sid Gellineau (MTA Chief Information Officer) provided the Committee with an update on the major IT
enterprise-level strategies and initiatives: (1) the IT Consolidation which became live effective January 1,
2015 and (2) the IT Transformation, which he said is a significant undertaking requiring large scale
restructuring of service delivery, process, organization, technology and finances - an endeavor involving a
headcount of 1,000 and an operating budget of $240 million. He cited better leveraging of IT resources and
talents as early benefits of the transformation. He discussed the MTA IT Strategic Plan and noted that the
IT Vision and Goals are aligned with the corporate priorities set by the Chairman of the MTA. He also
cited the IT accomplishments in 2014 as well as during the pre-consolidation period, which included,
among others, the establishment of a Transformation Roadmap, obtaining agreements and working
successfully with the labor unions, the development of MTA-wide Governance procedures and the cost
reductions resulting from e-mail rationalization and the consolidation of multiple wide area networks. He
explained the flow chart on IT Governance, noting IT governance and oversight interactions for IT and the
BSC occur at all management levels. Finally, he enumerated to the Committee the six key challenges the
MTA IT Office faces and the performance measures it established to monitor achievement in each of
fourteen initiatives it is currently undertaking.
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2014 YEAR-END REPORT AND 2015 PROPOSED AUDIT PLAN

The Auditor General (AG) briefed the Committee on Audit Services’ achievements during 2014.
Overall, Audit Services made 759 audit recommendations for improvement with a total dollar impact of
$78.9 million. Savings identified were from: revenue enhancements; review of operating contracts; audit
of vendor invoices; and expense reductions in employee benefits and healthcare costs. On the contract
side, savings were achieved from cost proposal audits which ensured contracts presented for Board
approval have the lowest price and cost reductions related to Bus procurements, 2™ Avenue Subway and
the No. 7 Line Extension. Additionally, the Sandy audit unit that was established in 2014 completed 30
projects, made 93 recommendations, including requiring adjustments to Sandy costs totaling $38
million, all of which were reported to the Sandy Oversight Committee that was established with the
approval of the Audit Committee. The key audits performed by the Sandy audit unit included the
Montague Subway Tunnel, FTA Funding and the Green Point Tube. The AG presented the 2015 Audit
Plan and described that the plan was developed, through a formal risk assessment, performed in
accordance with the Institute of Internal Audit standards. The AG indicated that the results of the risk
assessment when applied to the Audit Services resources identified 165 audits for 2015. A snapshot of
the types of audits for 2015 was presented which included, among others: validating the Superstorm
Sandy costs; and performing audits in Agency Operations, Capital Budgeting, Medical Services, TAB
System Implementation and closeout audits of Fulton Center and No. 7 Line Projects. The AG informed
the Committee that an internal quality assurance review conducted in accordance with policies found
Audit Services to be in compliance with policy guides and applicable professional standards. Finally, the
AG noted that Audit Services will continue to coordinate its Plan and audit activities with the external
auditors, the State and City auditors and the MTA IG.

At the conclusion of the AG’s presentation, the Committee asked Lamond Kearse (MTA Chief
Compliance Officer) as to three major risks that the Committee needs to be concerned about. Lamond
said the three would be in the area of: (1) IT Transformation and data security; (2) Procurement and
Treasury, and (3) Knowledge transfer and succession planning as key management and senior
managerial employees retire from the agency.

A motion was made and approved to accept the Audit Services’ 2015 Audit Plan.

MOTION TO ADJOURN

A motion was made and seconded to adjourn the meeting.

Respectfully submitted,
T

M‘i.} . Fucilli

Auditor General
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w Metropolitan Transportation Authority

2015 - 2016 AUDIT COMMITTEE WORK PLAN

. RECURRING AGENDA ITEMS

Approval of Minutes

Audit Work Plan

Pre-Approval of Audit and Non-
Auditing Services

Follow-Up Items

Status of Audit Activities

Executive Sessions

II. SPECIFIC AGENDA ITEMS

April 2015

Financial Statements w/Audit
Representation Letters

Contingent Liabilities/Third Party
Lawsuits (Executive Session)

Financial Interest Reports

Ethics and Compliance Program

Enterprise Risk Management Update

DDCR Performance Measures (new)

June 2015

Quarterly Financial Statements — 1° Quarter 2015

Single Audit Report

MTAAS Audit Plan Status Report
Investment Compliance Report
Management Letter Reports
GASB 67 and 68 (New)

Responsibility

Committee Chair & Members
Committee Chair & Members

As Appropriate

As Appropriate

Auditor General/MTA 1G/

Chief Compliance Officer/

Chief Financial Officers/
Controllers/External Auditor/As Appropriate
As Appropriate

External Auditor/CFOs/Controllers

General Counsels/External Auditor
Chief Compliance Officer

Chief Compliance Officer

Chief Compliance Officer

Chief Diversity Officer

External Auditor/CFOs

External Auditor/CFOs

Auditor General

External Auditor

External Auditor/CFOs/Controllers
External Auditor/CFOs/Controllers
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September 2015

Quarterly Financial Statements — 2" Quarter 2015

Compliance with the Requirements
of the Internal Control Act
Appointment of External Auditors
Review of MTA/IG’s Office
Enterprise Risk Management Update
DDCR Performance Measures (new)

November 2015

MTA Enterprise Risk Management
and Internal Control Guidelines

Annual Audit Committee Report

Review of Audit Committee Charter

Audit Approach Plans/Coordination
with External Auditors

Open Audit Recommendations

Security of Sensitive Data

January 2016

Quarterly Financial Statements — 3"
Quarter 2015

Pension Audits

2015 Audit Plan Status Report

2016 Audit Plan

Information Technology Report

DDCR Performance Measures (new)

External Auditor/CFOs
Agency ICOs/Chief Compliance Officer

CFOs/Controllers
External Auditor/IG

Chief Compliance Officer
Chief Diversity Officer

Responsibility

Chief Compliance Officer
Audit Committee
Committee Chair

External Auditor
Agency ICOs/Chief Compliance Officer
Chief Information Officer

External Auditor/CFOs
External Auditor

Auditor General

Auditor General

Chief Information Officer
Chief Diversity Officer
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2015 - 2016 AUDIT COMMITTEE WORK PLAN

Detailed Summary

I. RECURRING AGENDA ITEMS

Approval of Minutes
Approval of the official proceedings of the previous month’s Committee meeting.

Audit Work Plan
A monthly update of any edits and/or changes in the work plan.

Pre-Approval of Audit and Non-Auditing Services
As appropriate, all auditing services and non-audit services to be performed by external auditors will
be presented to and pre-approved by the Committee.

Follow-Up Items
Communications to the Committee of the current status of selected open issues, concerns or matters
previously brought to the Committee’s attention or requested by the Committee.

Status of Audit Activities

As appropriate, representatives of MTA'’s public accounting firm or agency management will discuss
with the Committee significant audit findings/issues, the status of on-going audits, and the actions
taken by agency management to implement audit recommendations.

Executive Sessions
Executive Sessions will be scheduled to provide direct access to the Committee, as appropriate.

Il. SPECIFIC AGENDA ITEMS

Detailed Summary

APRIL 2015

Financial Statements and Audit Representation Letters

The agency CFOs/Controllers will be available to the Committee to answer any questions regarding
the submission of their audit representation letters to the external audit firm. The MTA public
accounting firm will review the results and conclusions of their examination of the 2014 Financial
Statements.

Contingent Liabilities and Status of Third Party Lawsuits

The General Counsels from each agency, along with representatives from D&T, will review in
Executive Session the status of major litigation that may have a material effect on the financial
position of their agency, or for which a contingency has been or will be established and/or disclosed
in a footnote to the financial statements. In addition, the Committee will be briefed on the status of
third party lawsuits for which there has been minimal or sporadic case activity.
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Financial Interest Reports

The MTA Chief Compliance Officer will brief the Committee as to the agencies’ compliance with the
State Law regarding the filing of Financial Interest Reports (FIRs), including any known conflicts of
interest.

Ethics and Compliance Program
The MTA Chief Compliance Officer will brief the Committee on selected aspects of the MTA Ethics
Program.

Enterprise Risk Management Update
The MTA Chief Compliance Officer will brief the Committee on the status of agency compliance with
the ERM guidelines and any new or emerging risk.

DDCR Performance Measures (New)

The MTA Chief Diversity Officer will brief the Committee on the status of the performance measures
and compliance monitoring used by the Department of Diversity and Civil Rights in tracking critical
tasks.

JUNE 2015

Quarterly Financial Statements — 1° Quarter 2015

Representatives of MTA’s public accounting firm, in conjunction with appropriate agency
management, will discuss the interim financial statement that was prepared for the first quarter of
2015.

Single Audit Report
Representatives of MTA'’s public accounting firm will provide the results of their Federally- and State-
mandated single audit reviews at the MTA and NYC Transit.

MTAAS Audit Plan Status Report

A briefing by Audit Services that will include a status of the work completed as compared to the audits
planned for the year, a summary of the more significant audit findings, results of audit follow-up, and
a discussion of the other major activities performed by the department.

Investment Compliance Report
Representatives of the MTA'’s public accounting firm will provide a review of MTA’'s compliance with
the guidelines governing investment practices.

Management Letter Reports

Reports will be made by the MTA’s public accounting firm on the recommendations made in the
auditors’ Management Letter for improving the accounting and internal control systems of the MTA
and its agencies. The report will also include management’'s response to each Management Letter
comment. The response will describe the plan of action and timeframe to address each comment. In
addition, the report will contain a follow-up of prior years’ open recommendations conducted by the
external audit firm.
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GASB 67 and 68 (New)

The Committee will be briefed by the MTA public accounting firm, along with the agency Controllers,
on the implication of Governmental Accounting Standards Board (GASB) 67 and 68 to the accounting
and financial reporting of pension plans MTA-wide.

SEPTEMBER 2015

Quarterly Financial Statements - 2" Quarter 2015

Representatives of MTA’s public accounting firm, in conjunction with appropriate agency
management, will discuss the interim financial statement that was prepared for the second quarter of
2015.

Compliance with the Requirements of the Internal Control Act

The Committee will be briefed by the MTA Chief Compliance Officer and Agency Internal Control
Officers on the results of the All-Agency Internal Control Reports issued to the NYS Division of the
Budget as required by the Government Accountability, Audit and Internal Control Act.

Appointment of External Auditors

The Audit Committee will review the appointment of the independent auditor for MTA HQ and all the
agencies. As part of this process, the Auditor General has reviewed and provided to the Committee,
and will retain on file, the latest report of the firm’s most recent internal quality control review.

Review of the MTA Inspector General’s Office

Representatives of MTA’s public accounting firm will provide the results of their review of the
MTA/IG’s operation to ensure compliance with applicable office regulations, rules, policies and
procedures.

Enterprise Risk Management Update
The MTA Chief Compliance Officer will brief the Committee on the status of agency compliance with
the ERM guidelines and any new or emerging risk.

DDCR Performance Measures (New)

The MTA Chief Diversity Officer will brief the Committee on the status of the performance measures
and compliance monitoring used by the Department of Diversity and Civil Rights in tracking critical
tasks.

NOVEMBER 2015

Review of MTA Enterprise Risk Management and Internal Control Guidelines

These MTA-wide guidelines were adopted by the Board in November 2011, pursuant to Public
Authority Law Section 2931. The Audit Committee is required to review these Guidelines annually.
The MTA Chief Compliance Officer will brief the Committee with respect to agency compliance with
these guidelines and answer any questions and offer additional comments, as appropriate.

Annual Audit Committee Report
As a non-agenda information item, the Audit Committee will be provided with a draft report which
outlines the Audit Committee’s activities for the 12 months ended July 2015. This report is prepared
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in compliance with the Audit Committee’s Charter. After Committee review and approval, the
Committee Chair will present the report to the full MTA Board.

Review of Audit Committee Charter

The Committee Chair will report that the Committee has reviewed and assessed the adequacy of the
Audit Committee Charter and, based on that review, will recommend any changes for 2015. The
review will also show if the Committee’s performance in 2015 adequately complied with the roles and
responsibilities outlined in its Charter (i.e. monitoring and overseeing the conduct of MTA'’s financial
reporting process; application of accounting principles; engagement of outside auditors; MTA’s
internal controls; and other matters relative to legal, regulatory and ethical compliance at the MTA).

Audit Approach Plans/Coordination with External Auditors

Representatives of MTA’s public accounting firm will review their audit approach for the 2015 year-
end agency financial audits. This review will describe the process used to assess inherent and
internal control risks, the extent of the auditor’s coverage, the timing and nature of the procedures to
be performed, and the types of statements to be issued. In addition, the impact of new or proposed
changes in accounting principles, regulations, or financial reporting practices will be discussed.

Open Audit Recommendations
The MTA Chief Compliance Officer and Agency Internal Control Officers will report to the Committee
on the status of audit recommendations previously accepted by their respective agency.

Security of Sensitive Data
The MTA Chief Information Officer will make a presentation to the Committee on the security of
sensitive data at the MTA, including a discussion on mobile device security.

JANUARY 2016

Quarterly Financial Statements — 3" Quarter 2015

Representatives of the MTA public accounting firm, in conjunction with appropriate agency
management, will discuss the interim financial statement that was prepared for the third quarter of
2015.

Pension Audits

Representatives of the MTA public accounting firms will provide the results of their reviews of the
pension plans that are managed and controlled by MTA HQ, Long Island Rail Road, Metro-North and
NYC Transit.

2015 Audit Plan Status Report
A briefing by Audit Services that will include a status of the work completed, a summary of the more
significant audit findings, and a discussion of the other major activities performed by the department.

2016 Audit Plan

A discussion by Audit Services of the areas scheduled to be reviewed in 2016 as well as the
guidelines and policies that were used to assess audit risk and their application in the development of
the audit work plan.
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Information Technology Report
The MTA Chief Information Officer will brief the Committee on the activities of the MTA IT for the past

year, including its accomplishments, strategies and plans for the current year.

DDCR Performance Measures (New)
The MTA Chief Diversity Officer will brief the Committee on the status of the performance measures

and compliance monitoring used by the Department of Diversity and Civil Rights in tracking critical
tasks.
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Metropolitan

Transportation Authority
(A Component Unit of the State of New York)

Consolidated Financial Statements as of
for the Years Ended December 31, 2014,
Required Supplementary Information,

Supplementary Information and
Independent Auditor’s Report

013
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)
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INDEPENDENT AUDITOR’S 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. thempolitan Transportation

Authority (the “MTA”), a component unit of the State of New York, as of De€ember 31, 2014 and 2013, 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 consolidatedﬁncial st ents, which collectively
a

comprise the MTA’s consolidated financial statements as listed in t

Management’s Responsibility for the Consolidated Financi

consolidated finan atements in
tates of America; this includes the
e preparation and fair presentation of
ent, whether due to fraud or error.

Management is responsible for the preparation and fair
accordance with accounting principles generally accepted in
design, implementation, and maintenance of internal control rele
the consolidated financial statements that are free from material mis

Auditor’s Responsibility

Our responsibility is to express an opinion on theseiconsoli ancial statements based on our audits. We
conducted our audits in accordance with auditing standards d in the United States of America.
Those standards require that we sonable assurance about whether the
consolidated financial statements

d financial statements in order to design audit procedures that are
, but not for the purposes of expressing an opinion on the effectiveness of the
ress no such opinion. An audit also includes evaluating the
?d‘athe reasonableness of significant accounting estimates made by
e overall presentation of the consolidated financial statements.

We believe that the audit eviden
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, 2014 and 2013, 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.

e have obtained is sufficient and appropriate to provide a basis for our audit
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Emphasis of a Matter

As discussed in the notes 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 Americd requir;\that the Management’s
Discussion and Analysis on pages 3 through 25, the Schedules of Pension Ednding Progress on page 106, and the
Schedule of Funding Progress for the MTA Postemployment Benefit Pla page be presented to supplement
the consolidated financial statements. Such information, although net a part consolidated financial
statements, is required by the Governmental Accounting Stand%d 0 consi o be an essential part
of financial reporting for placing the consolidated financial st ents th an appropriat ational, economic,
or historical context. We have applied certain limited procedures to the required supplem information in
accordance with auditing standards generally accepted i United States of America, nsisted of
inquiries of management about the methods of preparing t rmation and comparing the jinformation for
consistency with management’s responses to our inquiries, t ated*financial statements, and other
knowledge we obtained during our audits of the consolidated finan tements. We do not express an opinion
or provide any assurance on the information ‘because the limited pro es do not provide us with sufficient
evidence to express an opinion or provide any ance.

Supplementary Information

Our audits were conducted for the purpose of forming'an o ’s consolidated financial statements.
The Schedule of Financial Plaf to Eﬁcial Statements Reconciliation, Schedule of Consolidated Reconciliation
Between Financial Plan and Financial Statements, and Schedule of Consolidated Subsidy Accrual Reconciliation
Between Financial Plan‘and Financial'Statements for the yiear ended December 31, 2014, are presented for the
purposes of additional analysis,and are consolidated financial statements.

, chedule of Consolidated Subsidy Accrual Reconciliation
ments for the year ended December 31, 2014, are the responsibility
directly to the underlying accounting and other records used to

applied in'the, audit of the c inancial 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 tary information is fairly stated, in all material respects, in relation to the
consolidated financial s nts as a whole.

April 29, 2015
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013
($ In Millions)

1.

OVERVIEW OF THE CONSOLIDATED FINANCIAL STATEME

I ntroduction

This report consists of five parts: Management’s Discussion and Ana
Financial Statements, Notes to the Consolidated Financial “Statements,
Information, and Supplementary Information.

“MD&A”), Consolidated

Management’s Discussion and Analysis

This MD&A provides a narrative overview and anal cial activities of t
Transportation Authority and its consolidated subsi affiliates (the “MTA” or “MTA
Group”) for the years ended December 31, 2014 and 2013. management discussion and analysis
is intended to serve as an introducti®
provides an assessment of how the MT iti improved or deteriorated and identifies
affected the MDA~ Group’s overall financial
ions by the MTA Group’s management that
must be read in conjunction with, and should not ered aseplacement for, the consolidated

financial statements.

The Consolidated

The Consolidated
amounts of resources

provide information about the nature and
that the MTA Group presently controls (assets),

outflow of res igations to sacrifice resources that the MTA Group has little or no
i uisition of net assets by the MTA Group that is applicable to a

s of Revenues, Expenses, and Changes in Net Position, which provide
’s changes in net position for the period then ended and accounts for all

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

-3-
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benefits, long-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 concerning the MTA Group’s progress
in funding its obligation to provide pension benefits and postemployment benefits to its employees.

Supplementary | nformation

The supplementary information provides a series of reconciliation
plan and the consolidated statements of revenues, expenses and«han

en the MTA Group financial
et position.

FINANCIAL REPORTING ENTITY

The Metropolitan Transportation Authority (“MT
New York Public Authorities Law and is a publi
State of New York whose mission is to continue, de
develop and implement a unified public transportation

MTA Related Groups
e Metropolitan Transportation Author rters (“MTAHQ”MOVides support in budget,
cash management, finance, legal, real isk and insurance management, and other

TA Long Island Rail Road”) provides passenger
””) and Long Island.

transportation betwe S an communities in Westchester, Dutchess, Putnam,
ew Haven and Fairfield counties in Connecticut.

tion Assurance Company (“FMTAC”) provides primary insurance
es, some of which are reinsured, and assumes reinsurance coverage for

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.

-4 -
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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.

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.

99

e Triborough Bridge and Tunnel Authority (“MTA Bridges and
bridges, two tunnels, and the Battery Parking Garage, all withi
City.

) operates seven toll
e five boroughs of New York

CONDENSED CONSOLIDATED FINANCIAL INFORMATION

and for the years ended December 31, 2014 and . An analysis of major ec ¢ factors and
industry trends that have contributed to these ch t should be noted
es E)f the consolidated financial
om the MTA Group’s consolidated
financial statements. All dollar amounts (except where othe expressly noted) are in millions.

Total Assets and Deferred Outflows o
Assets and Deferred Outflows of Reso

&

restricted and unrestricted investments, State and
es»from New York State.

air market values of hedging derivative instruments
1zed loss on refunding.

December December December Increase/(Decrease)
2014 2013 2012 2014 -2013 2013 -2012

$ 59,060 $ 56,729 $54,231 § 2,331 $ 2,498

8,502 8,215 8,233 287 (18)
1,066 980 630 86 350
Total assets and deferred outflows of
resources $ 68,628 $65,924 $63,094 $ 2,704 $ 2,830
-5-
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Capital Assets, Net

December 31, 2014
December 31, 2013

Land 0%
Land 0%

Construction work- ‘ ]
in-progress 20% ) : Construction work-
- in-progress 20%

Buildings and Infrastructure
structures 19% 22%

Other 21%

Infrastructure
22% Buildings and

structures 19%

Bridges and

Tunnels 3% Bridges and

Buses Tunnels 3%

2% Passenger cars and Buses 3%

locomotives 13%

Significant Changesin Assets and Deferred Outflows of Resour clude:

b

This increase is attributable to net
increases in other capital assets of $1,826, infrast 80, buildings and structures for $631,
construction work-in-f ars and locomotives for $435, bridges and tunnels
reases were offset by a net increase in accumulated
projects contributing to the net increase included:

December 31, 2014 versus December 31, 20

— Continued progress o gcond Avenue Subway and Number 7 Extension
Project.

o Ventilation system upgraded and installed 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.

— Passenger station rehabilitations continued 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.

-6-
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e Other assets increased by $287. The major items contributing to this change include:

— An increase in current and non-current net receivables of $35 derived mainly from:
o Anincrease in due from State and regional mass transit taxes of $51.
o Anincrease in due from Federal and State Governments for capital projects of $76.
o A decrease in due from other State and local assistance of $9.
o A decrease in other various receivables of $101 resulting from a decrease in New York State
service contract bonds of $63, a reduction of reinsurance recoverable losses for Hurricane
Irene from FMTAC of $29 and a decrease in other receivables o

— An increase in other current and non-current assets of $319 deriv
o An increase in advance to defined benefit pension tru 1 primarily from additional
pension funding by MTA Long Island Rail Roadfof $3

Railroad of $14.
o Anincrease in material and supplies of $59 du

o A decrease in derivative fuel
market value.

| investments ‘0f $73 resulting from the use of funds for capital
ue primarily to the usage of operating funds
ecording Tax and Mobility Tax collections.

stments of $9 due to a net increase in collateral funds

e Net capital ass t December 31, 2013 by $2,498. This increase is attributable to net increases
r $567, acquisition of buses for $117, bridges and tunnels increase by $59,
passenger cars for $24, and land for $3. The net increases were offset by a net increase in accumulated
depreciation of $2,074. Some of the more significant projects contributing to the net increase included:
— Continued progress on East Side Access, Second Avenue Subway and Number 7 Extension Project.
— Infrastructure work including:
o Roadway drainage, fire lines and ceiling repairs at three facilities, namely Robert F.

Kennedy Bridge, the Bronx-Whitestone Bridge, and the Verrazano-Narrows Bridge;

-7-
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o Switch replacement and power distribution equipment at the Brooklyn-Battery Tunnel,
upper and lower level toll plazas; and

o Ventilation system upgraded and installed at various facilities.

— Track rehabilitation and replacement on the East River Tunnel and construction of three Montauk
bridges.

— Passenger station intermodal transfer Fulton Street Transit Center underpass finishes and installation
of Automated Fare Collection equipment, platforms, roof and canopy ent at various stations
including the South Ferry Terminal.

e  Other assets decreased by $18. The major items con

An increase in amounts due fr
A decrease in amounts due for
A decrease in other various rece 43 primarily from decreases in New York State
service contract bonds of $54, Tropi

O 0O 0O

receivables of $124.
— An increase in inve M
o Anincrease.i i nvestments of'$179 due primarily to higher debt service funds and
o r investments 982 due primarily to funds received for capital

estments of $402 due to the termination of the Philip
leases in 2013.

accotinting change required by the adoption of GASB Statement No. 65
bond issue costs be expensed in the period incurred. At December 31,
cumulated bond issue costs of $552 are now reflected as a restatement of

o An incréase in cash of $125
o A decrease in other various current and non-current assets of $20.

o Deferred outflows of resources increased by $350 due to an accounting change required by the adoption
of GASB Statement No. 65, which required that unamortized losses on refunding of debt be shown as
deferred outflow of resources. At December 31, 2013, $645 of unamortized losses on debt refundings
are now reflected as deferred outflows of resources. Offsetting this accounting change was a decrease
in the change in fair market value of derivative instruments of $295 (See Note 2 and 8).

-8-
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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.

December December December crease/(Decrease)

2014 2013 2012 2 013 2013 - 2012
(In millions)

Current liabilities $ 5,273 $ 5,142
Non-current liabilities 50,038 46,577

Deferred inflows of resources 35

Total liabilities and deferred
mflows of resources

December 31, 2013

Other long=ter Other long-term
liabiliti

liabilities 25%

Accounts
payable/Accrued
expenses 7%

Other current
liabilities 1%

Obligations under
capital lease

(Note 9) 1% (Note 9) 1%

Long-term debt Long-term debt
(Note 8) 63% (Note 8) 66%

Significant Changesin Liabilities I nclude:

December 31, 2014 versus December 31, 2013

Current liabilities increased by $131. The major items contributing to this change include:

e An increase in accounts payable of $28 primarily due to timing of payments.

9.
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A decrease in accrued expenses of $43 due to:
— An increase in interest payable of $6 due to issuance of new bonds in 2014.

— A decrease in accrued salaries, wages, vacation and payroll taxes of $168 due largely to a decrease
in MTA New York City Transit of $218 for retroactive wages related to TWU union contract
negotiations recorded in 2013 and cumulative decreases in other Agencies of $53 related to
retroactive wage payments. The decrease was offset by increases for MTA Long Island Railroad of
$11 for represented employees that have not settled their contracts as_ef December 2014 and for
MTA Metro-North Railroad of $92 for retroactive wage adjustme ring employees from
2011-2014.

— An increase in the current portion of retirement and death benefits o
actuarial calculation for the MTA New York City Transit for the
Retirement System (“NYCERS”).

rimarily due to a revised
ew York City Employees’

— An increase in the current portion of estimated i
of changes in actuarially determined insuranc

— Anincrease in other various accrued expenses of $65 pr
benefits of $37 and other accrued expenses of $28.

An increase in deriy, ¢ liability of due to chaﬁge, in market value.

Ai increase in pos ts other than pension liability (“OPEB”) of $2,039 due to funding
of $15056 due to the issuance of MTA Transportation Revenue Bonds,
eries 2014C, Series 2014D, MTA Bridges and Tunnels General Revenue

2014A (See . This increase was offset by retirements and debt payments as of December 31,
2014.

An increase in derivative liabilities of $172 due to changes in fair market value.

An increase in the noncurrent portion of estimated liabilities arising from injuries to persons of $156
resulting from changes in actuarially determined liabilities.

An increase in other various non-current liabilities of $38.

-10 -
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Deferred inflows of resources increased by $35 due to a gain from MTA’s exercise of its early redemption
rights on certain transit and commuter facilities revenue bonds previously defeased and escrowed to
maturity.

December 31, 2013 versus December 31, 2012

Current liabilities increased by $760. The major items contributing to this change include:
¢ A decrease in accounts payable of $124 due to timing of payments.

e An increase in accrued expenses of $838 due largely to:

— An increase in interest payable of $6 due to new bond issuance$ in th art of 2012 and in 2013.

f $227 due to i
negotiations.

— An increase in accrued salaries, wages and payroll ta ing of payments and

estimated retroactive wages due to TWU union con

— An increase in the current portion of retireme
actuarial calculation for the New York City Emplo

injuries to persons of $77 as a result
nts (See Note 11).

— An increase in the current portion of estimated liabilities
of changes in actuarially determined insurance reserve requi

— An increase in other accrued expenses timing of paym%s.

e An increase in unearned revenues of $27 derived from an increasesin unused fare cards sold by MTA
New York City Transitand an.increase in advertisement prepayments.
&

e Anincrease in the of long-term debt of $92 due to new debt issuances.

he major items contributing to this increase include:

benefits o than pensions (“OPEB”) of $1,873 as a result of
required by GASB Statement No. 45 (See Note 5).

ue Refunding Bonds, Series 2013B and 2013C. (See Note 8). Also
in long-term debt was a re-class of accumulated losses on debt refunding
debt to Deferred Outflows of Resources as required by the adoption GASB
increase was offset by retirements and debt refundings in 2013.

of $459 from lo
Statement No. 65.

e An increase in the noncurrent portion of estimated liabilities arising from injuries to persons of $176
as a result of changes in actuarially determined liabilities.

e A decrease in retirement and death benefits liabilities of $37 due to advanced payment to the pension
trust for MTA Long Island Rail Road Additional Plan.

e A decrease in long-term lease obligations of $309 due to the terminations of the Philip Morris and
Hillside capital leases as well as lease payments incurred in January 2013 (See Note 9).
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e A decrease in derivative liabilities of $291 due to changes in fair market value.

A decrease in other long-term liabilities of $25 due primarily to the termination of the Philip Morris capital
lease.

Total Net Position, Distinguishing Among Net Investment in Capital Assets, Restricted Amounts,
and Unrestricted Amounts

Increase/(Decrease)
4-2013 2013 -2012

December December December
2014 2013 2012

(In millions)

Net investment in capital assets $22,944 $22,020 $2 924 $ 864
Restricted for debt service 434 478 (44) 61
Restricted for claims 167 32 “41)
Restricted for other purposes 1,011 (314)
Unrestricted (11,274) (2,044)
Total Net Position $13,282 (923 $ (1,474)

Significant Changesin Net Position Include:

December 31, 2014 versus December 31, 201

At December 31, 2014, total net position decreas
change is Comprlsed of net non- operatmg revenues of §
externally restricted for capital p ts of $1,754. Thi

01 and appropriations, grants and other recelpts
Increase is gffset by operating losses of $7,878.

The net investment in ital assets unds restricted for debt service, claims and other

purposes increased by $9

At mber 31, 201 sition. decreased by $1,474 when compared with December 31, 2012.
Thiﬂzge is comprise ing revenues of $4,822 and appropriations, grants and other
receipts externally restricte ital projects of $1,565. This increase is offset by operating losses of
$7,309 and nning net position of $552 as a result of adopting GASB Statement No
65.

The net investmen i sets increased by $864. Funds restricted for debt service, claims and other
purposes decreased b n the aggregate, while unrestricted net position decreased by $2,044.

-12 -
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Condensed Consolidated Statements of Revenues, Expenses and Changesin Net Position

December 31, December 31, December 31, Increase/(Decrease)
(In millions) 2014 2013 2012 2014-2013 2013 - 2012
Operating revenues
Passenger and tolls $ 7,385 $ 7,152 § 6,570 $ 233 582
Other 585 547 497 38 50
Total operating revenues 7,970 7,699 67 271 632
Non-operating revenues
Grants, appropriations and taxes 5,775 5,389, 386 301
Other 789 793 4 282
Total non-operating revenues 583
Total revenues 1,215
Operating expenses
Salaries and wages 4,708 472 236
Retirement and other employee benefits 2,554 118 66
Postemployment benefits other than
pensions V2,2 16 145 162
Depreciation and amortization 2,150 85 31
Other expenses 2,466 114 326
Operating expenses 14,9? 14,094 934 821
Net (recoverables) /expenses related to
asset impairment 93 (132) (94) 225
Total operating expenses 15,008 13,962 840 1,046
1,357 1,340 1 17
(6)) (€] 4 “)
8 94 2) (86)
1,360 1,433 3 (73)
Total expenses 17,211 16,368 15,395 843 973
Appropriations, grants and other receipts
externally restricted for capital projects 1,754 1,565 2,392 189 (827)
Change in net position (923) (922) (337) 1) (585)
Net position, beginning of year 14,205 15,679 16,016 (1,474) (337)
Restatement of beginning net position - (552) - 552 -
Net position, end of year $ 13,282  $ 14205 $ 15,679 $ (923) $ (1,474)
-13 -
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Revenues and Expenses, by Major Source:

Years ended December 31. 2014 versus 2013

e Total operating revenues increased by $271.

- Fare and toll revenue increased by $233 due to higher ridership and vehicle crossings for
the year ended December 31, 2014 when compared to year ended 2013, and due to system
wide fare and toll increases that took place in March 2013.

- Other operating revenues increased by $38. The increase due primarily to an increase
in paratransit reimbursement of expenses from Ne City and from advertising
revenues collected on behalf of all agencies.

e Total non-operating revenue increased by $382.

- Total grants, appropriations, and taxes $386 for the ye ed December

31,2014.

- Tax supported subsidies from New York Sta sed b3/ $218, due to increases from
itan Mass Transportation Operating
TA Aid Trust Account for $10.

of $137. Other non-operating income decreased by
relmbursement from Connectlcut Department of

— Postemployment benefits other than pensions increased by $145 from changes in actuarial
estimates.

— Retirement and employee benefits increased by $118 due to increased rates for health and
welfare plans and to higher Workers” Compensation reserve requirements based on current
actuarial calculations.

e Non-labor operating costs increased by $105. The variance was due to:

-14 -
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— Increase in electric power and fuel of $32 due to higher fuel cost.
— Increase in depreciation by $85 due to additional facilities placed into service.

— Increase in material and supplies by $58 mainly due to ongoing maintenance and repairs
for transit and commuter systems.

— Increase in professional service contracts by $11 due largely to an increase in professional
services across the Agencies of $31 offset by a reduction in Workers’ Compensation
Board fees for MTA New York City Transit of $20.

— Increase in maintenance and other operating contra , mainly from MTA New
York City Transit for $18, MTA Long Island Railgoad for TA Metro-North for $8
and MTA Bridges and Tunnels for $13 as a resulpof higher facility repairs and maintenance

services.

— Increase in pollution remediation proj due to the
Jamaica Capacity and Hicksville Station j adecrease
in pollution remediation costs expensed 1 ce ‘with the provisions of GASB

— Decrease in insurance expenses . ’s premium ¢arned is recorded in the insurance
category as a reduction of exp

AC of $34 and MTA Metro-North Rail Road
ew Haven Line and December 2012 Spuyten-

coverables/expenses of $94 due to impairments recorded in prior year,
impairments being recorded in the current year.

e Total net n g expenses increased by $3 due to:
— Interest on long-term debt increase by $1.
— Change in fair value of derivative financial instruments increase by $4.
—  Other non-operating expenses decrease by $2.
e Appropriations, grants and other receipts externally restricted for capital projects increased by

$189, mainly due to an increase in the availability of Federal grants and MTA bonds for capital
projects.
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Year ended December 31, 2013 versus 2012

e Total operating revenues increased by $632.

- Fare and toll revenue increased by $582 primarily due to system wide fare and toll increases
that took place in March 2013.

- Other operating revenues increased by $50. The increase was due primarily to paratransit
reimbursement of expenses from New York City and from advertising revenues collected
in 2013 on behalf of all agencies.

e Total non-operating revenue increased by $583.

subsidy for service contract bonds d
subsidy of $8.

subsidy from the Federal
Agency in the amount of $1
of $132. There was an increas
of $8 offset by a decrease in su
Staten Island Railway.

Federal Emergency Management
ds to.cover capital expenditures
om Connecticut Department of Transportation
ork City of $20 for MTA Bus and MTA

— Increase in net impairment loss and related expenses of $225. As of December 31,
2013, Tropical Storm Sandy related repair and clean-up revenues were $87. Other asset
impairment expense includes $6 related to MTA Metro-North Railroad train
derailments on May 17, 2013 in Bridgeport, Connecticut and on December 1, 2013,
north of the Spuyten Duyvil station in the Bronx. Included in the increase is a net gain
of $132 recorded in December 2012 that was a result of an estimated $775 in probable
insurance recovery for losses offset by storm related impairment losses of $643. A
comparable amount was not recorded in 2013.
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— Increase in electric power and fuel of $21 due to higher fuel cost.

— Increase in depreciation by $31 due to additional facilities coming on line.
— Increase in material and supplies by $40.

— Increase in claims expense arising from injuries to persons by $153.

— Increase in other business expenses of $63. The increas

operating expenses of $22 and $41 re-classified as mai
contracts.

primarily due to higher
e and other operating

— Increase in paratransit service contracts by $8fand mai
contracts by $18.

ce and other operating

— Increase in insurance by $28.
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e Total non-operating expenses decre

— The decrease of $86 in other non
from New York State for Service

and reliable on system is critical to the region’s economic well-being. The MTA’s
business consist ban subway and bus systems, suburban rail and bus 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.

Preliminary MTA system-wide utilization in the fourth quarter of 2014 improved compared with the
fourth quarter of 2013, with ridership up by 11.2 million trips (1.6%), and vehicle traffic at MTA
Bridges and Tunnels facilities increased by 1.5 million crossings (2.05%). On a year-to-date basis,
system-wide ridership was higher by 37.7 million (1.40%), and vehicle crossings were higher by 1.8
million (0.6%), reflecting primarily the continued improvement in the regional economy.
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The average level of seasonally adjusted non-agricultural employment in New York City for the
fourth quarter was higher in 2014 than in 2013 by 87.3 thousand jobs (up 2.2%). On a quarter-to-
quarter basis, New York City employment has increased in each of the last sixteen 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.

istent with an improving
w at an annualized rate
ureau of Economic Analysis.

The employment gain for New York City in the second quarter is co
national economy; fourth quarter Real Gross Domestic Product (“RGD
0f2.6%, according to the most recent advance estimate released by t
The increase primarily reflected contributions from personal cons expenditures, exports, state
and local government spending, non-residential fixed investmént, an te inventory investment,
partially offset by a decline in federal government spending and an increase imimports. Fourth quarter
RGDP growth slowed relative to third quarter gro as federal government spending, non-
residential fixed investment and exports fell, while imports rose. The natio onomy has now
grown in twenty of the last twenty-two quarters.

as\lower than the national average
e of energy products dampened the

The New York City metropolitan area’s price inflati
of 1.0% in the fourth quarter of 2014. A 7.8% fall in
overall rise in consumer prices: the Consumer Price In ‘CPI”) exclusive of energy products
increased by 1.5% in the New York-NewsJersey-Long Island » Consistent with the fall in overall
energy prices, spot prices for New Yor onventional ga hne fe }by 22.8% from an average
price of $2.698 to an average of $2.082 ween the fourth quarters of 2013 and 2014.

In June 2014, the Federal Reserve Bank‘anno at thesFederal Open Market Committee
(“FOMC”) would continuiestargeting the Federal Funds rate to the range of 0% to 0.25%, a range

consistent with its statuto mandate to foster maximum employment within a context of price
stability. The Fed his range since late 2008, as financial and housing
market crises dee k began to pursue expansionary intervention
more than a year ea ing economic downturn: since the third quarter

0f 2007, the F ederal Re itigate the consequences of recession by loosening
e national mortgage crisis. Confronting stubbornly

high unemploy i cope to reduce further the Federal Funds rate, in March 2009 the
ederal Reserve B of large-scale purchases of government guaranteed assets.
heobjective of the p as expanded in November 2010, was to raise the price of long-
term s ering ifiterest rates in order to stimulate investment in the economy

In spite vement in economic activity in the second, third and fourth quarters of
2014, the December to maintain an accommodative stance by continuing to target
a Federal Fun ifl the range of 0% to 0.25%, noting that, partly because of the decline in energy
prices, inflation remained below the Committee’s long-run objective; while labor markets
evinced signs ofé/improvement, the FOMC observed that recovery in the housing sector remained
slow. In addition to maintaining the Federal Funds rate, the FOMC announced additional measures
to foster conditions amenable to financial markets, including the continuation of its policy of
reinvesting principal payments from its holdings of agency debt and mortgage-backed securities and
of rolling over maturing Treasury securities at auction.

The influence of 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
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sources of MTA revenue. After the steady fall in MRT revenues that resulted from the financial and
real estate crisis, MTA’s monthly receipts remained virtually flat for three years beginning in the first
quarter of 2009; however, a discernible upward trend in MRT receipts began during the first quarter
of 2012 and reached a recent high point in the fall of 2013. Partly because of these high receipts
towards the end of last year, Mortgage Recording Tax collections through the fourth quarter of 2014
were lower than through the fourth quarter of 2013 by $3.0 (0.8%). In spite of the gradual overall
recovery of MRT receipts that has been occurring since 2012, average monthly receipts through the
fourth quarter remain $28.7 (51.1%) worse than their average in 2007, just prior to the steep decline
of this revenue source.

MTA’s receipts of Urban Taxes — those based on commercial activi
demonstrated a pronounced rise since 2010, increasing on a year; ear basis in seventeen of the
last eighteen quarters. Compared to 2013, average monthly Urban Ta: ipts in 2014 were higher
by $17.6, with the result that year-to-date receipts through the fourth quarter of 2014 reached $806.1,
which was $211.6 or 64.4% better than in 2013.

ithin New York City — have

Results of Operations

MTA Bridges and Tunnels - For the year ended Dece ,Jthe operating revenues increased
by $34.9 as compared to December 31, 2013. This incr e primarily attributed to an increase
ed for 98.7% and 98.9% of operating

revenues in 2014 and 2013, respectivelysThe remaining reve rimarily represented income from
parking fees (net of operating expense ed at the Batte Parkin?Garage and fees collected
from E-ZPass customers. Toll revenues 4 and $1,645:2 for the years ended December

Volumes and experie ear increases. Total average market share as of
December 31, 2014 was 84.2° .3% in 2013. The average weekday market shares
0 3, respectively.

3.4%¢This i ue m < subway rldershlp and the annuahzatlon of the March

A Long Island Rail Road ridership experienced strong growth finishing
assengers, which was 3.0% above the 2013 ridership. This marks the
third hi i ip i years, since the post war record of 91.8 million set in 1949, and the

MTA Metro-North Rail Road — MTA Metro-North (East of Hudson) passenger revenue increased in
2014 by $30.9 or 5.0%, and ridership in 2014 increased by 1.2 million or 1.4%. This increase is
primarily a reflection of a 5.0% Connecticut fare increase implemented on January 1, 2014. Passenger
fares accounted for 92.0% and 92.5% of operating revenues in 2014 and 2013, respectively. The
remaining revenue represents collection of rental income from stores in and around our passenger
stations, and revenue generated from advertising and the sale of food and beverages on platforms and
trains.
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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 2014, 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 collected as of December 31, 2013 increased by 27.1% red to December 2012
from $287.6 to $365.5. However, the total MRT collected as at 1, 2014 increased by
0.32% compared to December 31, 2013 from $365.5 to $366.6.

Capital Programs

At December 31, 2014, $19,888 had been committed
2010-2014 MTA Capital Programs and the 2010-
and $23,647 had been committed and $22,398
Capital Programs and the 2005-2009 MTA Bridges
been committed and $21,254 had been expended for the
and the 2000-2004 MTA Bridges and Tunnels Capital Pro

The MTA Group has ongoing capital
subject to the approval of the Metropolit tion Authority,Capital Program Review Board
(“CPRB”), and are designed to improve publi ion in the New York Metropolitan area.

railroad operations of the onducted by MTA Long Island Rail Road and MTA Metro-North
Railroad (the “204 ter Capital Program”), (2) the transit system operated by MTA New
York City Transi i iary, MaBSTO MTA Bus Company, and the rail system
operated by MTA St i (the “2010-2014 Transit Capital Program’) were originally

approved by.the MTA he capital programs were subsequently submitted
to the/CP i tober s disapproved by the CPRB, without prejudice, in
Deéember 2009 i Legislature to review funding issues in their 2010 session. The
nnels operated by MTA Bridges and Tunnels (the “2010—
al Program”) was approved by the MTA Board in September
CPRB approval. The MTA Board approved the revised plan for the
ms on April 28, 2010 and CPRB approval of the five year program of
projects e 1,2010. The approved CPRB program fully funded only the first two
years (2010

Board approved an amendment to the 2010-2014 Capital Program for the Transit, Commuter and
Bridges and Tunnéels 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
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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 NYCT 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.

As last amended by the MTA Board in 2014, the 20102014 MT ital Programs and the 2010—
2014 MTA Bridges and Tunnels Capital Program provided for'$34,8 capital expenditures. By
December 31, 2014, the 2010-2014 MTA Capital Programs budget increased'by $29 primarily due to
additional work scope funded through additional grants. @f the new $34,830'now provided in capital
expenditures, $11,643 relates to ongoing repairs of, and replacéments to, the t system operated
by MTA New York City Transit and MaBSTOA he rail system operated by
Railway; $3,876 relates to ongoing repairs of, a the commuter sy perated by
MTA Long Island Rail Road and MTA Metro-Nort 51865 relates to the expansion of
existing rail networks for both the transit and commut s to be managed by MTA Capital
Construction; $335 relates to a multi-faceted security pro including MTA Police Department;
$214 relates to MTA Interagency; $29, ates to MTA Bus pany initiatives; $2,076 relates to
the ongoing repairs of, and replacement Bridges and Tunnels fzy'lities; and $10,524 relates

The combined funding sources for the CPRB-approv 0-2014MTA Capital Programs and 2010—
2014 MTA Bridges andsTunnels Capital Progtam include $12,703 in MTA Bonds, $2,079 in MTA
Bridges and Tunnels dedi ederal Funds, $132 in MTA Bus Federal and City
Match, $778 fromi i rom other sources. Also included is $770 in State
ding partnership. The funding strategy for
Superstorm Sandy r e receipt of $9,431 in insurance and federal
reimbursement proceed wing by MTA to cover delays in the receipt of such
proceeds), $ i pplemented, to the extent necessary, by external

2005-20 i — Capital programs covering the years 2005-2009 for (1) the commuter
railroad ope TA conducted by MTA Long Island Rail Road and MTA Metro-North
Commuter Capital Program™), (2) the transit system operated by MTA New

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.
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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
31,2014, the 2005-2009 MTA Capital Programs budget increased by $880 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 $24,597 now provided in
capital expenditures, $11,615 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; $3,785 relates to ongoing repairs of, and replacements to, the commuter system
operated by MTA Long Island Rail Road and MTA Metro-North Railroad; $508 relates to a security
program throughout the transit, commuter and bridge and tunnel ne 167 relates to certain
interagency projects; $7,175 relates generally to the expansion of exdsting rail networks for both the
transit and commuter systems to be managed by the MTA Capita ction Company (including
the East Side Access, Second Avenue Subway and No. 7 subway line); 95 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.

The combined funding sources for the MTA Board-approved 2005-2009 MTA C rograms and
2005-2009 MTA Bridges and Tunnels Capital include $9,883 in MTA a A Bridges
and Tunnels Bonds (including funds for LaGuardia initiative), $1,450 in York State
general obligation bonds approved by the voters in the er 2005 election, $9,096 in Federal
Funds, $2,826 in City Capital Funds, and $1,342 from othe ces.

At December 31, 2014, $23,647 had mitted and $22,398 had been expended for the
combined 2005-2009 MTA Capital Prog 2005-2009 MTA Bridges and Tunnels Capital
Program.

2000-2004 Capital Program-— Capital programs covering the years 2000-2004 for (1) the commuter
railroad operations of the onducted by MTA Long Island Rail Road and MTA Metro-North
Railroad (the “200 i am”), (2) the transit system operated by MTA New
York City Transi i
operated by MTA St i 004 Transit Capital Program”) were originally
approved by the MTA
program for
MTA Bridges a

as not subject to

00~2004 amended

ted by MTA Bridges and Tunnels (the “2000-2004
Program”) was approved by the MTA Board in April 2000 and
2000-2004 amended Commuter Capital Program and the

TA Board in December 2006. This amendment was submitted to the
2007, but was subsequently disapproved. In December 2007, the MTA
Board ap i amendment; this amendment was submitted to the CPRB for approval,

Bridges and Tunngls Capital Program, provide for $21,147 in capital expenditures. By December 31,
2014, the budget increased by $587, primarily due to the receipt of ARRA funds, transfers from the
2005-2009 Capital Programs, and MTA operating sources required to fund cost increases for work
still underway. The revised budget now provides $21,734 in capital expenditures, of which $10,438
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; $4,033
relates to ongoing repairs of, and replacements to, the Commuter System operated by MTA Long
Island Rail Road and MTA Metro-North Railroad; $5,332 relates to the expansion of existing rail
networks for both the transit and commuter systems to be managed by MTA Capital Construction;
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$203 relates to planning and design and customer service projects; $244 relates to World Trade Center
repair projects; $982 relates to the ongoing repairs and replacements to MTA Bridges and Tunnels
facilities; and $502 relates to MTA Bus.

The combined funding sources for the MTA Board-approved 2000-2004 MTA Capital Programs and
2000-2004 MTA Bridges and Tunnels Capital Program (with revisions through the July 2008) include
$7,387 in bonds, $7,418 in Federal funds, $4,561 from the proceeds of the MTA/MTA Bridges and
Tunnels debt restructuring in 2002, and $2,368 from other sources.

At December 31, 2014, $21,562 had been committed and $21,254 een expended for the
combined 2000-2004 MTA Capital Programs and the 2000-2004 ridges and Tunnels Capital
Program.

CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS

The MTA’s Variable Rate Debt Portfolio

During the year ended December 31, 2014, det
put pressure on the auction segments of the MTA’s
$287.4 of auction rate bonds outstanding (the interest r:
multiple of the London Interbank Offered Rate) as of De
continues to closely monitor the perfo ce of its auction ra
bonds and variable rate demand bonds fi liquidity is pro

credit
iable r

lity of bond insu ntinued to
portfolio. Auctions for all of the
ch bonds is determined based on a
r 31, 2014, had been failing. MTA
nds, insured variable rate demand
ed\by the lower rated banks.

The November Plan

The 2014 November Eoreeast, 2015 Final Preposed Budget and the 2015-2018 Financial Plan
(collectively the Novembe ).was presented to the MTA Board at its November 19, 2014 meeting
and was adopted<by oard on December 14, 2014. The November Plan re-estimated
revenues and expe ITA 2014 Mid Forecast, 2015 Preliminary Budget and July
Financial Plan 2015-

a competitive resiliency program. Of the total allocated amount, the FTA
ree grants to MTA in the amounts of $194, $886 and $684.5 respectively,
s of December 31, 2014, MTA has drawn down $180 of the $194 grant

resiliency project ing $84. As of December 31, 2014, MTA has drawn down $375 of the $886
grant for reimbursement of eligible capital expenses. As of December 31,2014, MTA has drawn down
$7 of the $684.5 grant executed in September 2014, for reimbursement of eligible capital expenses.
The balance of funds to be drawn down from all three 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 $3.63 billion of FTA
allocated and appropriated emergency relief funding in Federal Fiscal Year 2015.
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Labor Update

Subsequent to the presentation of the July Plan to the MTA Board, certain of the unions representing
MTA New York City Transit and MTA Bus Company employees reached agreement.

MTA New York City Transit. On September 3, 2014, MTA New York City Transit reached a tentative
agreement with ATU Local 726 which was later settled. The sixty (60) month agreement covers
approximately 1,521 bus operators and mechanics in Staten Island for the period January 16, 2012
through January 15, 2017. A similar tentative agreement was reached October 20, 2014, with
approximately 1,676 Queens bus operators and mechanics represente TU Local 1056. Both
agreements are consistent with the TWU Local 100 bargaining patte r the 2012-2017 round. Both
agreements have been ratified by their respective unions and appr the MTA Board. As a result,

MTA Bus. On September 15, 2014, a proposed first time ctive,bargaining agreement was reached
between the MTA Bus and TWU Local 106, repre i This agreement

represented by TWU Local 100 or ATU Lo
approximately 280 employees for the eighty-six (86)
2013.

were non-repre
om April 1, 2006 through June 7,

MTA Transportation Reinvention Co

At the request of New York Govern uomo in 2014, MTA empaneled the MTA

group of international, national and regional exper entingsdiverse viewpoints co-chaired by
former United States TFransportation Secretary Ray LaHood and former Federal Aviation
Administrator Jane /Garvey i llenges of ¢€limate change, growth and changing
i come a more resilient system. On November 25,

2014, the TranSpo
MTA’s website.

ntablefo the public and that gets the right work done faster and cheaper;

1 investment in good repair and sustain investment in the future to
ability and resiliency;

customer experience for all riders by implementing the responsiveness and
ease of acc aracteristics of a resilient system;

e aggressively expand the capacity of the existing system both to alleviate constraints and to meet
the needs of growing ridership, thereby providing greater redundancy and limiting service
disruptions, which are key to resilient service;

¢ make investments designed to serve the existing and emerging population and employment
centers not well served by the existing system in order to ensure service alternatives and
flexibility characteristics of a resilient system;
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e forge partnerships with local, state and federal economic development and planning partners,
as well as the private sector to maximize the power of the transit system to drive the region’s
economic growth and resiliency, and establish more collaborative working relationships with
other transit agencies to better integrate regional transit operations; and

e cstablish a balanced, stable, reliable long-term funding plan that includes dedicated revenues
and contributions from all who benefit — directly or indirectly — even as MTA implements a
comprehensive program to cut costs and generate more revenue.

On January 22, 2015, the MTA Board voted to increase the Authori Subway and Bus fares
effective March 22, 2015. MetroCard seven-day passes increase from $30 te $31 and MetroCard
thirty-day passes increase from $112 to $116.50. The basic fare i es from $2.50 to $2.75. The
single-ride ticket price increases from $2.75 to $3.00. The bonus va reases from 5% to 11%.

On January 22, 2015, the MTA Board passed an increase inhthe MTA Bridges and Tunnels Crossing
Charge Schedule which went into effect on March 22,

ilroad fare
an increase

On January 22, 2015, the MTA Board approved
increase for travel to or from stations located in New
of 4%, beginning March 22, 2015.

oposal for a MTA Metro-
approval provide
>

On January 22, 2015, the MTA Board adopted fare increa r the MTA Long Island Railroad,
which became effective on March 22, 2 onthly railroad ticket holders began paying the higher
fare with their April ticket. Most MTA Rail Road rail tickv increased an average of 4
percent, depending on ticket type and distance t

On February 3, 2015, a MTA Metro—North Railroad Harlem Line train struck an automobile in a
highway-rail grade cressing and Hawthorne stations. The driver of the
automobile and five | ers on i illed and a number of passengers and the train
engineer were injured Safety Board (“NTSB”) is conducting an

t and has issued a Preliminary Report. There
that MTA Metro-North Railroad was at fault in
mpany arising
ility claims under
in i

e, there i is 1nsufﬁc1ent 1nforrnat10n to permlt

y excess liability policy issued by FMTAC, which
e Company were losses to be incurred by the Company in

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

CONSOLIDATED STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
($ In millions)

ecember 31, December 31,
014 2013

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
CURRENT ASSETS:

Cash (Note 3) 311 $ 358
Unrestricted investments (Note 3) 2,966 2,995
Restricted investment (Note 3) 7 1,180
Restricted investments held under capital lease obligations (Notes 3 a 90
Receivables:
Station maintenance, operation, and use assessments 122 120
State and regional mass transit taxes 135 84
Mortgage Recording Tax receivable N 39 32
State and local operating assistance 8 7
Other receivable from New York City and New York State 260 278
Connecticut Department of Transportation 17 -
Due from Build America Bonds 1 1
Due from Nassau County for Long Island Bus V 14 14
Capital project receivable from federal and state governmen 159 83
Other 330 259
Less allowance for doubtful accounts (37) (34)
Total receivables — net ) . 1,048 844
Materials and supplies 519 460
Advance to defined benef 448 127
Prepaid expenses and other cur 194 153
Derivative fuel hedge assets - 4
6,597 6,211
59,060 56,729
70 44
350 350
lease obligations (Notes 3 and 9) 450 355
571 677
257 320
Derivative assets (N - 23
Other non-current asset: 207 235
Total non-current as 60,965 58,733
TOTAL ASSETS 67,562 64,944
DEFERRED OUTFLOWS OF RESOURCES:
Accumulated decreases in fair value of derivative instruments 531 335
Loss on debt refunding 535 645
TOTAL DEFERRED OUTFLOWS OF RESOURCES 1,066 980
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES $ 68,628 $ 65,924
See notes to the consolidated financial statements. (Continued)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED STATEMENTS OF NET POSITION

DECEMBER 31, 2014 AND 2013

($ In millions)

LIABILITIES AND NET POSITION

CURRENT LIABILITIES:
Accounts payable
Accrued expenses:

Interest

Salaries, wages and payroll taxes

Vacation and sick pay benefits

Current portion — retirement and death benefits
Current portion — estimated Lability from injuries to persons (Note 11

Other

Total accrued expenses

Current portion — long-term debt (Note 8)
Current portion — obligations under capital lease (Note
Current portion — pollution remediation projects (Note 1
Derivative fuel hedge liability

Unearned revenues

Total current liabilities

NON-CURRENT LIABL

Estimated liability arising fro
Post employment benefits othe

Long-term debt (Note 8)
Obligations undet capi

DEFERRED INFLOWS
Gain on debt refunding

TOTAL DEFERRED INFEOWS OF RESOURCES

NET POSITION:

Net investment in capital assets

Restricted for debt service
Restricted for claims

Restricted for other purposes (Note 2)

Unrestricted

Total net position

TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

See notes to the consolidated financial statements.
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cember 31, December 31,
014 2013
437 $ 409
205
542
83 801
384 371
413 372
1,036 1,008
3,256 3,299
983 884
10 27
25 34
48 -
514 489
5,273 5,142
2,096 1,940
12,066 10,027
34,160 33,104
505 500
74 75
296 298
431 251
108 116
302 266
50,038 46,577
55,311 51,719
35 -
35 -
22,944 22,020
434 478
167 135
1,011 906
(11,274) (9,334)
13,282 14,205
$ 68,628 $ 65924
(Concluded)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2014 AND 2013

($ In millions)

OPERATING REVENUES:
Fare revenue
Vehicle toll revenue

Rents, freight, and other revenue

Total operating revenues

OPERATING EXPENSES:
Salaries and wages

Retirement and other employee benefits

December 31,

2014

1709

Postemployment benefits other than pensions (Note 2,523
Electric power 516
Fuel 268
Insurance 36
Claims 263
Paratransit service contracts 366
Maintenance and other operating contracts 500
Professional service contracts , 241
Pollution remediation project 21
Materials and supplies 526
Depreciation 2,266
Other 169
Total operating,expenses 15,849
Net (recoverables)/expens (1)
OP. (7,878)
Grants, appro
Tax-supported
Mass Transporta 659
Metropolitan Mass n Operating Assistance subsidies 1,564
Payroll Mobility Tax 1,590
MTA Aid Trust Accou 313
Tax-supported subsidies“— NYC and Local:
Mortgage Recording Tax subsidies 367
Urban Tax subsidies 800
Other subsidies:
New York State Service Contract subsidy 17
Operating Assistance - 18-B program 376
Build America Bond subsidy 89
Total grants, appropriations, and taxes $ 5,775

See notes to the consolidated financial statements.
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December 31,
2013

$ 5,507
1,645
_ 47

7,699

2,378
493
259

47
308
367
444
230

14
468

2,181
162

14,915
93

(7.309)

567
1,515
1,523

303

366
631

20
376
88

$ 5389

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

CONSOLIDATED STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2014 AND 2013

($ In millions)

December 31,
2013

NON-OPERATING REVENUES (EXPENSES):

Connecticut Department of Transportation 83

Subsidies paid to Dutchess, Orange, and Rockland Counties ®)

Interest on long-term debt (1,357)

Station maintenance, operation and use assessments 162

Operating subsidies recoverable from NYC 362

Other net non-operating revenue N 24

Federal Transit Authority/Federal Emergency Management Agency

reimbursement ) 25 162
Change in fair value of derivative financial instrum ote 8) 1 5
Net non-operating revenues !5,201 4,822
LOSS BEFORE APPROPRIATIONS (2,677) (2,487)
APPROPRIATIONS, GRANTS R RECEIPTS '

EXTERNALLY RESTRICTE AL PROJECTS 1,754 1,565
CHANGE IN NET POS (923) (922)
NET POSITION— Beginning of 14,205 15,679
Restatement of beginni - (552)
NE TION — End of year $§ 13282 $§ 14,205
See notes to the co (Concluded)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
($ In millions)

ecember 31, December 31,
2014 2013

CASH FLOWS FROM OPERATING ACTIVITIES:

Passenger receipts/tolls 7,715 $§ 7,453

Rents and other receipts 17 440
Asset impairment related expenses and recovery 158
Payroll and related fringe benefits (8, (7,604)
Payment to OPEB Trust - (50)
Other operating expenses (3,343) (2,726)
Net cash used by operating activities > (3,817) (2,329)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Grants, appropriations, and taxes 6,208 5,707
Operating subsidies from CDOT 93 66
Subsidies paid to Dutchess, Orange, and Rockland Co V 8) (7)
Net cash provided by noncapital financing activities 6,293 5,766
CASH FLOWS FROM CAPITA
MTA bond proceeds 2,706 3,217
MTA Bridges and Tunnelstbond proceed 332 1,746
MTA bonds refunded/reiss (744) (641)
TBTA bonds refunded/reissue (66) (1,506)
MTA anticipation notes proceed 2,562 4,927
MTA anticipationsnetes redeemed (2,456) (5,277)
MTA creditdfacili - 300
Capital lease payments 2) (106)
Gran d appropriations 1,997 2,068
for capital assets (4,576) (4,645)
(2,486) (2,380)
(2,733) (2,297)
CASH FLOWS FR!
Purchase of long-te: (7,608) (5,592)
Sales or maturities of lo 5,586 4,496
Sales of short term securiti 2,204 29
Earnings on investments 28 52
Net cash provided/(used) by investing activities 210 (1,015)
NET (DECREASE)/INCREASE IN CASH 47) 125
CASH — Beginning of year 358 233
CASH — End of year $ 311 $ 358
See notes to the consolidated financial statements. (Continued)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
($ In millions)

Dec: er 31, "December 31,
14 2013

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY

OPERATING ACTIVITIES:

Operating loss

Adjustments to reconcile to net cash used in operating activities:
Depreciation and amortization
(Gain)/Loss on asset impairment related expenses and recovery
Net increase in payables, accrued expenses, and other liabilities
Net decrease in receivables

N (7.878) (7.309)

2,266
S
2,137

N 6l

Net increase in materials and supplies and prepaid expenses (398) (77)
NET CASH USED BY OPERATING ACTIVITIES 3817 § (2,329)
NONCASH CAPITAL AND RELATED FINANCING ACTIVITIE
Capital assets and related liabilities $ 533 $ 515
Capital leases and related labiliti 515 500

$§ 1,048 $ 1015
(Concluded)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR YEARS ENDED DECEMBER 31, 2014 AND 2013
($ In millions)

1. BASIS OF PRESENTATION

Reporting Entity — The Metropolitan Transportation Authority
under Section 1263 of the New York Public Authorities Law, afd 1s ic benefit corporation and
a component unit of the State of New York (“NYS”) whose mission is to,continue, develop and
improve public transportation and to develop and impleméntia unified publie transportation policy in
the New Y ork metropolitan area.

””) was established in 1965,

These consolidated financial statements are of t
including its related groups (collectively, the “

(“MTA”),

Metropolitan Transportation Authority and Related

e  Metropolitan Transportation Autho
cash management, finance, legal, rea
services to the related groups listed be

dquarters (“M Q") provides support in budget,
ury, risk and insurance management, and other

e The Long Island RailsRoad Company (*MTA Long Island Rail Road”) provides passenger
transportation betwee C”) and Long Island.

e  Metro-Nouth €
transportation bet

Metro-North Railroad”) provides passenger

oad Company
3 mmunities in Westchester, Dutchess, Putnam,

° ing Authority (“MTA Staten Island Railway”) provides
. ation Assurance Company (“FMTAC”) provides primary insurance

ction 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.
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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.

MTA New York City Transit and MTA Bridges and Tunnels are operation
of the MTA. These related groups enjoy certain rights typically associ
including, in some cases, the ability to issue debt. However, t
consolidated financial statements because of the MTA’s financial tability for these entities and
they are under the direction of the MTA Board (a reference 40 “M ard” means the board of
MTAHQ and/or the boards of the other MTA Group entities that apply in the.specific context, all of
which are comprised of the same persons). Under acc ing principles generally accepted in the
United States of America (“GAAP”), the MTA is ired to include these ed groups in its
financial statements. While certain units are separate legal entities, they do legal capital
e MTA are use upport the

and legally independent
ith separate legal status
are included in the MTA’s

components as discrete accounting
a consolidated basis with segment

advertising. Such revenues, including forecast-increased revemties from fare increases, are not
sufficient to cover all.operating expenses associated with such services. Therefore, to maintain a

operating surplusé i nd Tunnels, operating subsidies provided by NY'S
muter district, and service reimbursements
A commuter district and from the State of
Connecticut.. Non-opera A Group for transit and commuter service in the

e accompanying consolidated financial statements are prepared on the
accordance with accounting principles generally accepted in the United

The Authority Governmental Accounting Standards Board (“GASB”) Codification of
Governmental Ac ting and Financial Reporting Standards (“GASB Codification™) Section P80,
Proprietary Accounting and Financial Reporting.

The MTA has completed the process of evaluating the impact of GASB Statement No. 65, Items
Previoudy Reported as Assets and Liabilities. The Statement reclassifies and recognizes certain items
currently reported as assets and liabilities as one of four financial statement elements: deferred outflow
of resources, outflow of resources, deferred inflow of resources, and inflow of resources. As a result
of adopting GASB Statement No. 65, gains/losses on refunding debt are no longer part of long-term
debt, but were reclassified separately under the section “Deferred Outflow of Resources.” The
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financial impact resulting from the implementation of GASB Statement No. 65 is the restatement of
2013 beginning net position by $552 for unamortized bond issuance costs incurred in prior years.

The MTA has not completed the process of evaluating the impact of GASB Statement No. 68,
Accounting and Financial Reporting for Pensions— An Amendment of GASB Statement No. 27. GASB
Statement No. 68 replaces the requirements of GASB Statement No. 27, Accounting for Pensions by
Sate and Local Governmental Employers, and GASB Statement No. 50, Pension Disclosures — an
amendment of GASB Satements No. 25 and No. 27, as they relate to governments that provide
pensions through pension plans administered as trusts or similar arrangements that meet certain
criteria. GASB Statement No. 68 requires governments providin d benefit pensions to
recognize their long-term obligation for pension benefits as a liability for the first time, and to more
comprehensively and comparably measure the annual costs of p enefits. The Statement also

measure the assets and liabilities in a government m d requires measurements of assets
cquisition values. GASB Statement
No. 69 also provides guidance for transfeérs.of operations that
entities and in which no significant con ion is exchanged."GASB Statement No. 69 provides

combinations and disposals of government operations to enablésfiftancial statement users to evaluate
the nature and financial@ffects, of those transactions. The MTA has determined that GASB Statement
No. 69 had no impa¢ton it ial position, results of operations, and cash flows.

The MTA has €o i impact of GASB Statement No. 70, Accounting
and Financial Repo [ | Guarantees, which requires a state or local
government. guarantor ge financial guarantee to another organization or
government i i i ial statements when it is more likely than not that the
guadrantor will b i

tatement No. 70
tee is more likely than not to be required. Such factors may
the guaranteed obligation is experiencing significant financial difficulty
tering into bankruptcy or financial reorganization. GASB Statement No.
government that is required to repay a guarantor for guarantee payments
a liability unless legally released. When a government is released, the
government wo nize revenue as a result of being relieved of the obligation. This Statement
also requires a go ment guarantor or issuer to disclose information about the amounts and nature
of nonexchange financial guarantees. The MTA has determined that GASB Statement No. 70 had no
impact on its financial position, results of operations, and cash flows.

The MTA has not completed the process of evaluating the impact of GASB Statement No. 71, Pension
Transition for Contributions Made Subsequent to the Measurement Date. The objective of GASB
Statement No. 71 is to address an issue regarding application of the transition provisions of GASB
Statement No. 68, Accounting and Financial Reporting for Pensions. The issue relates to amounts
associated with contributions, if any, made by a state or local government employer or non-employer
contributing entity to a defined benefit pension plan after the measurement date of the government’s
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beginning net pension liability. The requirements of this Statement will eliminate the source of a
potential significant understatement of restated beginning net position and expense in the first year of
implementation of GASB Statement No. 68 in the accrual-basis financial statements of employers and
non-employer contributing entities. This benefit will be achieved without the imposition of significant
additional costs. The requirements of this Statement should be applied simultaneously with the
provisions of GASB Statement No. 68 and are effective for fiscal years beginning after June 15, 2014.

The MTA has not completed the process of evaluating the impact of GASB Statement No. 72, Fair
Value Measurement and Application. This Statement defines fair value and describes how fair value
should be measured, what assets and liabilities should be measured at fai and what information
about fair value should be disclosed in the notes to the financial state ts. Under the new Statement,
fair value is defined as the price that would be received to sell an aid to transfer a liability in
an orderly transaction between market participants at the measure ate. Investments, which
generally are measured at fair value, are defined as a security or other assetthat governments hold
primarily for the purpose of income or profit and the pres ervice capacity of which are based solely
on their ability to generate cash or to be sold to generaté cash. The provisions i
effective for financial statements for periods begin after June 15, 2015.

Use of Management Estimates — The preparatio
accounting principles generally accepted in the Unite f America requires management to
make estimates and assumptions that affect the reporte unts of assets and liabilities, and
disclosure of contingent assets and liabiliti
amounts of revenues and expenses durin
from those estimates.

Principles of Consolidation — The consolidated{financial statements consist of MTAHQ, MTA
Long Island Rail Roadg®™MTA. Metro-North Railroad, MTA Staten Island Railway, FMTAC, MTA
Bus, MTA Capital City Transit (including its subsidiary MaBSTOA),
and MTA Bridge ed in the financial statements. All related group

Net Position — Restric his category is classified within net position and
includes net

such ©perating and capital policies. Those policies permit investments
of the U.S. Treasury, its agencies and instrumentalities, and repurchase
obligations. FMTAC’s investment policies comply with New York State
New York State Department of Insurance guidelines.

Investments expe to be utilized within a year of December 31 have been classified as current
assets in the conselidated financial statements.

Investments are recorded on the consolidated statement of net position at fair value and amortized
cost. All investment income, including changes in the fair value of investments, is reported as revenue
on the statement of revenues, expenses and changes in net position. Fair values have been determined
using quoted market values at December 31, 2014 and 2013.

Materials and Supplies — Materials and supplies are valued principally at the lower of average cost
or market value, net of obsolescence reserve.
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Prepaid Expenses and Other Current Assets — Prepaid expenses and other current assets reflect
advance payment of insurance premiums as well as farecard media related with ticket machines,
WebTickets and AirTrain tickets.

Capital Assets — Properties and equipment are carried at cost and are depreciated on a straight-line
basis over estimated useful lives. Expenses for maintenance and repairs are charged to operations as
incurred. Capital assets and improvements include all land, buildings, equipment, and infrastructure
of the MTA having a minimum useful life of two years and having a cost of more than $25 thousand.
Capital assets are stated at historical cost, or at estimated historical cost based on appraisals, or on
other acceptable methods when historical cost is not available. Capital re classified as capital
assets in amounts equal to the lesser of the fair market value or the present value of net minimum lease
payments at the inception of the lease. Accumulated depreciati mortization are reported as
reductions of fixed assets. Depreciation is computed usingthe str: ine method based upon
estimated useful lives of 25 to 50 years for buildings, 2 to 40 years for equipment, and 25 to 100 years
for infrastructure. Capital lease assets and leasehold imp ments are amortized over the term of the
lease or the life of the asset whichever is less. )

Pollution remediation projects —Pollution r
with the provisions of GASB Statement No. 49, Ac
Remediation Obligations (See Note 13). An operating e rovision and corresponding liability
measured at current value using the expected cash flow od has been recognized for certain
pollution remediation obligations, whi reviously may no e been required to be recognized,
have been recognized earlier than in the e no longer able'to be cyitalized as a component of
a capital project. Pollution remediation cur when any one of the following obligating
revention-related permit or license; an
imminent threat to public health due to pollutionfexists; thesMTA is named by a regulator as a

responsible or potentially responsible party'tof participate in remediation; the MTA voluntarily

ave been expens
Financial Reporti

activities.

olls— Revenues from the sale of tickets, tokens,

Operating Revenues
i re recognized as income when used.

electronic to. tion sy

and farec

MTA"Group receives, subject to annual appropriation, NYS operating
gnized as revenue when all applicable eligibility requirements are met.

Mortgage Recor axes (“MRT”) — Under NYS law, the MTA receives capital and operating
assistance through'a Mortgage Recording Tax (“MRT-1"). MRT-1 is collected by NYC and the seven
other counties within the MTA’s service area, at the rate of .25 of one percent of the debt secured by
certain real estate mortgages. Effective September 2005, the rate was increased from 25 cents per
100 dollars of recorded mortgage to 30 cents per 100 dollars of recorded mortgage. The MTA also
receives an additional Mortgage Recording Tax (“MRT-2") of .25 of one percent of certain mortgages
secured by real estate improved or to be improved by structures containing one to nine dwelling units
in the MTA’s service area. MRT-1 and MRT-2 taxes are recognized as revenue based upon reported
amounts of taxes collected.
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e MRT-1 proceeds are initially used to pay MTAHQ’s operating expenses. Remaining funds, if any,
are allocated 55% to certain transit operations and 45% to the commuter railroads operations. The
commuter railroad portion is first used to fund the NYS Suburban Highway Transportation Fund
in an amount not to exceed $20 annually (subject to the monies being returned under the
conditions set forth in the governing statute if the Commuter Railroads are operating at a deficit).
As of December 31, 2014 and 2013, the amount allocated to NYS Suburban Highway
Transportation Fund was $0 and $0, respectively. Of the MTA New York City Transit portion,
the MTA distributed $0 and $0 as of December 31, 2014 and 2013, respectively.

e The first $5 of the MRT-2 proceeds is transferred to the MTA D
(“DOR”) Fund ($1.5 each for Dutchess and Orange Countie
Additionally, the MTA must transfer to each County’s fund unt equal to the product of
(i) the percentage by which each respective County’s mertgage ing tax payments (both
MRT-1 and MRT-2) to the MTA increased over such payments in 1989 and (ii) the base amount
received by each county as described above. The ties ‘do not receive,any portion of the
September 1, 2005 increase in MRT-1 from 25 ¢ per $100 of recorded age to 30 cents.
As of December 31, 2014, the MTA paid to ess, Orange and Rocklan ties,the 2013
excess amounts of MRT-1 and MRT-2 totali

Orange, and Rockland
d $2 for Rockland County).

ting assistance directly from NYC
ercent of the debt secured by certain

e In addition, MTA New York City Transit receive
through a mortgage recording tax at the rate of 0.625 o
real estate mortgages and through a
value (collectively referred to as “U ubsidies”) of certain pyperties.

establishes the Metropolitan Commuter Transportation MebilityaTax (“MCTMT”). The proceeds of
this tax, administered by'the New York State TaxDepartment, are to be distributed to the Metropolitan
Transportation Authori is i certain employers and self-employed individuals
engaging in busifn uter transportation district which includes New
York City, afid Suffolk, Orange, Putnam, Dutchess, and
Westchester. This i i loyers that have payroll expenses within the

calendar quarter. The employer is prohibited from
ion of an employee any amount that represents all or any portion
is tax was March 1, 2009 for employers other than public
ublic school districts and January 1, 2009 for individuals.

n 2009 several amendments to the existing tax law provided the MTA
deposited into the AID Trust Account of the Metropolitan Transportation

Commuter Transportation District, 2) supplemental registration fee, 3) supplemental tax on every
taxicab owner per‘taxicab ride on every ride that originated in the city and terminates anywhere within
the territorial boundaries of the Metropolitan Commuter Transportation District, and 4) supplemental
tax on passenger car rental. This Supplemental Aid Tax is provided to the MTA in conjunction with
the Mobility Tax.

Dedicated Taxes — Under NYS law, subject to annual appropriation, the MTA receives operating
assistance through a portion of the Dedicated Mass Transportation Trust Fund (“MTTF”) and
Metropolitan Mass Transportation Operating Assistance Fund (“MMTOA”). The MTTF receipts
consist of a portion of the revenues derived from certain business privilege taxes imposed by the State
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on petroleum businesses, a portion of the motor fuel tax on gasoline and diesel fuel, and a portion of
certain motor vehicle fees, including registration and non-registration fees. Effective October 1, 2005,
the State increased the amount of motor vehicle fees deposited into the MTTF for the benefit of the
MTA. MTTF receipts are applied first to meet certain debt service requirements or obligations and
second to the Transit System (defined as MTA New York City Transit and MaBSTOA), SIRTOA and
the Commuter Railroads to pay operating and capital costs. The MMTOA receipts are comprised of
0.375 of one percent regional sales tax, regional franchise tax surcharge, a portion of taxes on certain
transportation and transmission companies, and an additional portion of the business privilege tax
imposed on petroleum businesses. MMTOA receipts, to the extent that MTTF receipts are not
sufficient to meet debt service requirements, will also be applied to ¢ bt service obligations,
and secondly to operating and capital costs of the Transit System, a e Commuter Railroads.

The State Legislature enacts in an annual budget bill for each state fis ar an appropriation to the
MTA Dedicated Tax Fund for the then-current state fiscal year and an appropriation of the amounts
projected by the Director of the Budget of the State to b yosited in the MTADedicated Tax Fund
for the next succeeding state fiscal year. The assista eposited into the M is required by law
to be allocated, after provision for debt service on Dedicated Tax Fund Bonds ( te 8), 85% to
certain transit operations (not including MTA 15% to'the commuter rail perations.
Revenues from this funding source are recognized b ounts of tax repo collected by
NYS, to the extent of the appropriation. '

Build America Bond Subsidy — The A
States Treasury equal to 35% of the inte

rity is receiving c ubsidy payments from the United
ble on the Series‘of Bonds issued as “Build America
Bonds” and authorized by the Recov Internal Revenue Code of 1986 imposes
requirements that MTA must meet and continue to the issuance in order to receive the cash
subsidy payments. The interest on these bonds is fully subject toFederal income taxation. The “Build
America Bonds” programiénded on December 34, 2010.

Operating Subsidi t Department of Transportation (“ CDOT”) — A
portion of thede i Metro-North Railroad’s New Haven line is
recoverable from CD Service Agreement, which began on January 1,
2000, and the 1998 reso ceeding initiated by the State of Connecticut, CDOT
pays 100.0% i Metro-North Railroad’s branch lines in Connecticut
(New Canaan, bury), 65.0% of the New Haven mainline operating deficit, and a

ed fee for the e of the net operating deficit of Grand Central Terminal
as a base, with annual increases for inflation and a one-time
ing G€T’s North End Access beginning in 1999. The Service Agreement
100% of the cost of non-movable capital assets located in Connecticut,
ets to be used primarily on the branch lines and 65% of the cost of other
cated to the New Haven line. Remaining funding for New Haven line
capital assets 1 d by the MTA. The Service Agreement provides for automatic five-year
renewals unless tice of termination has been provided. The Service Agreement has been
automatically exténded for an additional five years beginning January 1, 2010 subject to the right of
CDOT or MTA to terminate the agreement on eighteen month’s written notice. Capital assets
completely funded by CDOT are not reflected in these financial statements, as ownership is retained
by CDOT. The Service Agreement provides that final billings for each year be subject to audit by
CDOT. The audits of 2012, 2013 and 2014 billings are still open.

Reimbursement of Expenses — The cost of operating and maintaining the passenger stations of the
Commuter Railroads in NYS is assessable by the MTA to NYC and the other counties in which such
stations are located for each NYS fiscal year ending September 30, under provisions of the NYS Public
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Authorities Law. This funding is recognized as revenue based upon an amount, fixed by statute, for
the costs to operate and maintain passenger stations and is revised annually by the increase or decrease
of the regional Consumer Price Index.

In 1995, New York City ceased reimbursing the Authority for the full costs of the free/reduced fare
program for students (the Student Fare Program). Beginning in 1996, the State and The City each
began paying $45 per annum to the Authority toward the cost of the Student Fare Program. In 2009,
the State reduced their $45 reimbursement to $6.3.

ed and student fares be
June 2010, following fare
from New York City, the
are Program. These fare

The 2010 Adopted Budget proposed that the Student Fare Program be ¢li
phased in, with the first phase to commence September 1, 2010
reimbursement commitments of $25.3 from New York State a
Authority declined to proceed with the proposal to eliminate the Stu
reimbursement commitments were paid to the Authority during 2013 an

Policing of the transit system is carried out by the N olice Department a
MTA, however, continues to be responsible for ¢ n capital costs and suppo
such police activities, a portion of which i NYC. The Au received
approximately $2.1 and $5.4 in the years ended Dece and 2013, respectiyely, from New
York City for the reimbursement of transit police costs. , MTAHQ bills MTA Metro-North
Railroad through its consolidated services for MTA police ¢ in the New Haven line of which MTA
Metro-North Railroad recovers approximately 65% from Co icut Department of Transportation.
The amounts billed for the years ende ber 31, 2014 and 2013 were $20.3 and $19.5. The
amounts recovered for the years ended 2014 and 2013 were approximately $13.2 and
$12.7.

’s expense. The
ices related to

Federal law and regulationsmsequire a paratransit/system for passengers who are not able to ride the
buses and trains bec isabilities. uant to an dgreement between NYC and the MTA,
MTA New York @ity Transit g responsibility for all paratransit service required
The services are provided by private vendors
under contract with C reimburses the MTA for the lesser of 33.0%
of net paratransit operati or, transportation, and administrative costs less fare
revenues and , or an amount that is 20.0% greater than the amount
paid by the N calendar year. Fare revenues and New York City reimbursement

gregated approxi . 86.1 for the years ended December 31, 2014 and 2013,

— Grants and appropriations for capital projects are recorded when
he funding agencies for reimbursement of capital expenditures and
corded as nonoperating revenues in accordance with GASB Statement
No. 33, Acco Financial Reporting for Nonexchange Transactions. These amounts are

Changes in Net Position.
Operating and Non-operating Expenses — Operating and non-operating expenses are recognized
in the accounting period in which the liability is incurred. All expenses related to operating the MTA
(e.g. salaries, insurance, depreciation, etc.) are reported as operating expenses. All other expenses (e.g.

interest on long-term debt, subsidies paid to counties, etc.) are reported as non-operating expenses.

Liability Insurance — FMTAC, an insurance captive subsidiary of MTA, operates a liability
insurance program (“ELF”) that insures certain claims in excess of the self-insured retention limits of
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the agencies on both a retrospective (claims arising from incidents that occurred before October 31,
2003) and prospective (claims arising from incidents that occurred on or after October 31, 2003) basis.
For claims arising from incidents that occurred on or after November 1, 2006, but before November 1,
2009, the self-insured retention limits are: $8 for MTA New York City Transit, MaBSTOA, MTA
Bus, MTA Long Island Rail Road, and MTA Metro-North Railroad; $2.3 for MTA Long Island Bus
and MTA Staten Island Railway; and $1.6 for MTAHQ and MTA Bridges and Tunnels. For claims
arising from incidents that occurred on or after November 1, 2009, but before November 1, 2012, the
self-insured retention limits are: $9 for MTA New York City Transit, MaBSTOA, MTA Bus, MTA
Long Island Rail Road and MTA Metro-North Railroad; $2.6 for MTA Long Island Bus and MTA
Staten Island Railway; and $1.9 for MTAHQ and MTA Bridges and T ffective November 1,
2012 the self-insured retention limits for ELF were increased to the wing amounts: $10 for MTA
New York City Transit, MaBSTOA, MTA Bus, MTA Long Islan oad and MTA Metro-North
Railroad; $3 for MTA Staten Island Railway; and $2.6 for MFAHQ a TA Bridges and Tunnels.
The maximum amount of claims arising out of any one occurrence is the'total assets of the program
available for claims, but in no event greater than $50. retrospective portion contains the same
insurance agreements, participant retentions, and lumits as existed under F program for
occurrences happening on or before October 30 . prospective bas TAC issues
insurance policies indemnifying the other MT ntities above their specifica igned self-
insured retention with a limit of $50 per occurrence nnual aggregate. FMTAC charges
appropriate annual premiums based on loss experience osure analysis to maintain the fiscal
viability of the program. On December 31, 2014, the balanc e assets in this program was $71.8.

MTA also maintains an All-Agency Ex iability Insurance Poliey that affords the MTA Group
it of $400 ($350 excess of $50). In certain
e preceding paragraph are exhausted due
to payment of claims, the All-Agency Excess, Liability InsurancesWwill assume the coverage position
of $50.

ue fleet” automobile liability policy program was renewed. This
iability insuran ection for the MTA Group with the exception
MTA Bridges and Tunnels. The policy provides $10 per
tible for MTA Long Island Rail Road, MTA Staten

On March 1, 201
program provides

cess-A-Ride” automobile liability policy program was renewed. This
auto liability insurance protection for the MTA New York City Transit’s
Access-A luding the contracted operators. This policy provides a $3 per occurrence

On December 15,2014, FMTAC renewed the primary coverage on the Station Liability and Force
Account liability policies $10 per occurrence loss for MTA Metro-North Railroad and MTA Long
Island Rail Road.

Property Insurance. Effective May 1, 2014, FMTAC renewed the all-agency property insurance
program. For the annual period commencing May 1, FMTAC directly insures property damage claims
of the other MTA Group entities in excess of a $25 per occurrence self-insured retention (“SIR”),
subject to an annual $75 aggregate as well as certain exceptions summarized below. The total program
is $600 per occurrence covering property of the related entities collectively. FMTAC is reinsured in
the domestic, Asian, London, European and Bermuda marketplaces for this coverage. Losses
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occurring after the retention aggregate is exceeded are subject to a deductible of $7.5 per occurrence.
The property insurance policy provides replacement cost coverage for all risks (including Earthquake,
Flood and Wind) of direct physical loss or damage to all real and personal property, with minor
exceptions. The policy also provides extra expense and business interruption coverage.

In addition to the noted $25 per occurrence self-insured retention, MTA self-insures All Risk
(excluding Earthquake, Flood, and Wind) above that retention for an additional $362.3 within the
overall $600 property program, as follows: $32.98 (or 32.98%) of the $100 layer excess of the primary
$150 layer, plus $229.33 (or 91.7%) of the $250 layer excess of $250, plus $100 (or 100%) of $100
excess of $500.

FMTAC is 100% reinsured in the domestic, Asian, London, Euro
the perils of Earthquake, Flood, and Wind for the $600 per oc€urren:
property program.

d Bermuda marketplaces for
in the annual aggregate

31, 2013 to July 30, 2016. The expanded protection is d by MetroCat Re Ltd., a Bermuda
special purpose insurer independent from MTA and forme ovide FMTAC with capital markets-
based property reinsurance. The MetroCat Re reinsuran licy is fully collateralized by a
Regulation 114 trust invested in U.S. Money Market Funds. . The additional coverage
provided is available for storm surge losses amounts availabl(under the $600 in general

States Government
(“TRIA”) 0of 2007
by both foreign"a
arising from an act
below. Additionally, no i ill'be paid unless the aggregate industry insured losses
exceed $100 (“tri . i ernment’s reinsurance of FMTAC six years through

, as covered by the Terrorism Risk Insurance Act
nder the 2007 extension, terrorism acts sponsored
. The remaining 15% of MTA Group losses

) program, the MTA obtained an additional commercial reinsurance
ce carriers in the domestic, London and European marketplaces. That
policy pr (1) 15% of any “certified” act of terrorism up to a maximum recovery of
ence and in the annual aggregate, (2) the TRIPRA FMTAC captive

15%“certified” ac terrorism insurance or (3) 100% of any “certified” terrorism loss which exceeds
$5 and less than the $100 TRIPRA trigger up to a maximum recovery of $100 for any occurrence and
in the annual aggregate. This coverage expires at midnight on May 1, 2015. Recovery under this policy
is subject to a retention of $25 per occurrence and $75 in the annual aggregate in the event of multiple
losses during the policy year. Should the MTA Group’s retention in any one year exceed $75 future
losses in that policy year are subject to a retention of $7.5.

Pension Plans — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by

Sate and Local Governmental Employers, which establishes standards for measurement, recognition,
and display of pension expense and the related accounting for assets, liabilities, disclosures, and
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required supplementary information, if applicable. The Authority has adopted this standard for its
pension plans. Pension cost is required to be measured and disclosed using the accrual basis of
accounting. Annual pension cost should be equal to the annual required contributions (“ARC”) to the
pension plan, calculated in accordance with certain parameters.

GASB has issued Statements No. 67 and No. 68, which will be replacing GASB Statement 25 and 27.
The effective date of Statement 67 (which applies to financial reporting on a plan basis) is the fiscal
year ended December 31, 2014. The effective date of Statement 68 (which applies to financial
reporting by contributing employers) is the fiscal year ending December.31, 2015, although earlier
adoption is permissible. NYCERS adopted GASB Statement No. 67 Fi Reporting for Pension

Postemployment Benefits Other Than Pensions — In June 2004, issued Statement No. 45
Accounting and Financial Reporting by Employers for Pestemployment, Benefits Other Than
Pensions. This Statement establishes standards for th surement, recognition, and display of

employers. In June 2005, GASB issued Statem ing for Terminati
. Feor termination b
ions of this Statement should be
atement No. 45. The Authority has
an Pensions.

y”

through an existing defined benefit OPEB plan, th
implemented simultaneously with the requirements of GA
adopted these standards for its Postemp ent Benefits Othe

CASH AND INVESTMENTS

The Bank balances are insured up to $250 thousanddn the‘aggregate by the Federal Deposit Insurance
Corporation (“FDIC”) for'each bank in whichfunds are deposited. Cash, including deposits in transit,
consists of the followi mber 31, 201 d 2013 (in ‘millions):

December 31, December 31,
2014 2013

Carrying Bank Carrying Bank
Amount Balance Amount Balance

$157 §152 $ 147 § 144
154 99 211 165

§311 $251 $ 358 $309

its are held by the MTA or its agent in the MTA’s name.

The MTA, on behalf of itself, its affiliates and subsidiaries, invests funds which are not immediately
required for the MTA’s operations in securities permitted by the New York State Public Authorities
Law, including repurchase agreements collateralized by U.S. Treasury securities, U.S. Treasury notes,
and U.S. Treasury zero coupon bonds.

The MTA’s uninsured and uncollateralized deposits are primarily held by commercial banks in the
metropolitan New York area and are subject to the credit risks of those institutions.

MTA holds most of its investments at a custodian bank. The custodian must meet certain banking
institution criteria enumerated in MTA’s Investment Guidelines. The Investment Guidelines also
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require the Treasury Division to hold at least $100 of its portfolio with a separate emergency custodian
bank. The purpose of this deposit is in the event that the MTA’s main custodian cannot execute
transactions due to an emergency outside of the custodian’s control, the MTA has an immediate
alternate source of liquidity.

Investments, at fair value, consist of the following at December 31, 2014 and December 31, 2013 (in
millions):
December 31, December 31,
2014 2013

Repurchase agreements $ 242
Commercial paper 1,536
Federal Agencies due 2015 808
U.S. Treasuries due 2015-2021 1,620
Investments restricted for capital lease obligations:
U.S. Treasury Notes due 2015 -2033
Short-term investment fund
Federal Agencies due 2014 -2034
Other Agencies due 2030
Sub-total 445
Other Agencies due 2015-2030 72
Asset and mortgage backed securities* w 21
Commercial mortgage backed securities™ 62 71
Corporate bonds* 160 161
Foreign bonds* 20 20
Equities* 20 18
4
Total $ 4,947 $5,014

*These securities are a.the FMTAC portfolio.

Treasury bills and coupons is included in other receivables
¢ MTA’s investment policy states that securities underlying

perform, the MTA may have an obligation to make the related rent payments.

All investments, other than the investments restricted for capital lease obligations, are either insured
or registered and held by the MTA or its agent in the MTA’s name. Investments restricted for capital
lease obligations are either held by MTA or its agent in the MTA’s name or held by a custodian as
collateral for MTA’s obligation to make rent payments under capital lease obligation. Investments
had weighted average yields of 0.27% and 0.12% for the years ended December 31, 2014 and 2013,
respectively.
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Of the above cash and investments, amounts designated for internal purposes by management were as
follows December 31, 2014 and 2013 (in millions):

December 31, December 31,

2014 2013

Construction or acquisition of capital assets $ 2,265 $ 2,060
Funds received from affiliated agencies for investment 779 830
Debt service 479
Payment of claims 551
Restricted for capital leases 447
Other 580

4,947
Unrestricted funds 425
Total 3 5,372

Credit Risk — At December 31, 2014 and 20
assigned to MTA investments by a nationally reco

Quality Rating December 31, December 31, Percent of
Standard & Poor's 2014 2013 Portfolio
A-1+ 9 $ 808 17 %
A-1 33 1,536 32
AAA 3 115 2
AA+ 1 110 2
AA 7 1 39 1
A 2 98 2
BBB 1 49 1
Not rated 2 264 5
Government 40 1,786 38
100 % 4,805 100 %
209
$5,014

Interest Rate Interest rate risk is the risk that changes in interest rates will adversely affect
the fair value of/the investment. Duration is a measure of interest rate risk. The greater the duration
of'a bond or portfolio of bonds, the greater its price volatility will be in response to a change in interest
rate risk and vice versa. Duration is an indicator of bond price’s sensitivity to a 100 basis point change
in interest rates.
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(In millions)
Securities

U.S. Treasuries

Federal Agencies

Other Agencies

Tax benefits lease investments
Repurchase agreement

Certificate of deposits
Commercial paper
Asset-backed securities "
Commercial mortgage-backed
securities
Foreign bonds

Corporates W

1)

Total fair value

Modified duration

Equities M

Total

Investments with no

obligations of;
government;

December 31, December 31,
2014 2013

Fair Value Duration Fair Value Duration
$ 1,592 4.82 $ 1,620 5.11
828 0.08 808 0.20
102 4.32 65 4.00
261 10.69 236 11.83

94 242 -

6 - 7 -

1,584 1,536 -
25 21 0.27
1.87
0.86
2.38
2.51

209

bond resolutions and the Board-adopted investment guidelines

). The MTA Act currently permits the Related Entities to invest in the

ich the principal and interest are guaranteed by the State or the United States

obligations issued or guaranteed by certain Federal agencies;

repurchase agreements fully collateralized by the obligations of the foregoing United States
Government and Federal agencies;

certain certificates of deposit of banks or trust companies in the State;
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e certain banker’s acceptances with a maturity of 90 days or less;
e certain commercial paper;

e certain municipal obligations; and

e certain mutual funds up to $10 in the aggregate.

The MTA adopted NYS Statutory Requirements with respect to credit risk of its investments, which
include, but are not limited to the following sections:

1) Public Authorities Law Sections 1265(4) (MTA)
and 553(21) (TBTA);

4(19) (Transit Authority)

ii) Public Authorities Law Section 2925 Investment of funds by public authorities
and public benefit corporations; gener; visions; and

iii) State Finance Law Article 15 —

MTA Investment Guidelines limit the dollar amou
paper, and obligations issued or guaranteed by certain
dollar limits on the purchase of obligations of the United
the principal and interest of which at
Investments in collateralized repurchas
invest no greater than $300 with a bank

or the United States government.
dealer or bank’s capital. MTA can
d in Tier 1 (i.e. $1w101’1 or more of capital).

FMTAC is created as a MTA subsidiary and is li captive direct insurer and reinsurer by
the New York State Department of Insurance. A§ such, FMTAC is responsible for the investment
management of its fu ds estment activity is governed by State statutes and the FMTAC Board
adopted investment g ine € minimum lus to policyholders and reserve instruments are

ereof provided such agency obligations are
nited States;

or instrumentalities of any state, territory, possession or any other
United States;

e certain mortgage backed securities in amounts no greater than five percent of FMTAC’s
admitted assets.

FMTAC may also invest non-reserve instruments in a broader range of investments including the
following general types of obligations:

e certain equities; and
e certain mutual funds.
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FMTAC is prohibited from making the following investments:

e investment in an insolvent entity;
e any investment as a general partner; and
e any investment found to be against public policy.

FMTAC investment guidelines do include other investments, but FMTAC has limited itself to the
above permissible investments at this time.

EMPLOYEE BENEFITS

statements that are publicly
their respective employee
istrative office of the

The MTA Related Groups pension plans have separately issued fi
available and contain descriptions and supplemental information rega
benefit plans. These statements may be obtained by contacting the
respective Related Group.

nd participate in a number
TA and are no

sion plans for
ed in the

Pension Plans — The MTA Related Groups spons
their employees. These plans are not compon

combined financial statements.
>

Defined Benefit Pension Plans
Sngle-Employer Pension Plans V

MTA Long Island Rail Road Plan for Addition

PI an Description — The Long Island Rail Road Plan for Addltlonal Pens1ons (“the LIRR Plan”) is a

the €mployee
troller, 93-02

Shn

Fundi an has both non-contributory and contributory requirements.
Partici alifying service before July 1, 1978 are not required to contribute.
lifying service on or after July 1, 1978 contribute 3% of their wages. The
contributes additional amounts based on actuarially determined amounts
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The funded status of the LIRR Plan as of January 1, 2014, the most recent actuarial valuation date, is

as follows (in millions):

2014 2013

Annual required contribution (“ARC”) $ 1125 $119.3

Interest on net pension obligation (3.1 2.6
Adjustment to ARC 4.3 (3.5)

Annual pension cost 113.7 118.4

Actual contributions made 2.5) (119.3)

Prepaid pension funding (295.0) _(80.0)
Decrease in net pension obligation (293. (80.9)

Net pension (asset)/obligation beginning of year . (43.9) 37.0

Net pension asset end of year $ (337.7) $ (43.9)

Y’

Three-Year Trend Information
(In millions)

Unfunde:
UAAL
Actuarial Funded Covered as % of
Valuation Ratio Payroll Covered
Date Payroll
1/1/2014 29.4 % $ 293 39706 %
1/1/2013 24.1 33.0 3,823.8
1/1/2012 26.8 40.0 2,987.1
Actual ARC % Net
Annual as a % of of APC Pension
Contribution Contribution Covered Contributed Obligation/
“ARC” Payroll (Asset)
$ 112.5 $ 407.5 383.6 % 3584 % $ (337.7)
12/31/2013 119.3 199.3 361.2 168.3 (43.9)
12/31/2012 116.0 116.0 289.8 100.7 37.0

The schedule of pension funding progress, presented as RSI following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Funded Status and Funding Progress — As of January 1, 2014, the most recent actuarial valuation
date, the LIRR Plan was 29.4 % funded. The actuarial accrued liability for benefits was $1,650.5, and
the actuarial value of assets was $485.8, resulting in an unfunded actuarial accrued liability (“UAAL”)
of $1,164.7. The covered payroll (annual payroll of active employees covered by the LIRR Plan) was
$29.3, and the ratio of the UAAL to the covered payroll was 3,970.6%.
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Actuarial Methods and Assumptions— Actuarial valuations involve estimates of the value of reported
amounts and assumptions about the probability of events far into the future and actuarially determined
amounts are subject to continual revision as actual results are compared to past expectations and new
estimates are made about the future. The significant actuarial methods and assumptions used in the
LIRR Defined Benefit Plans Actuarial Valuation at January 1, 2014, were as follows: the actuarial
cost method and amortization method used was the entry age normal cost for all periods. The asset
valuation method utilized was a 5-year smoothing method for all periods. The interest rate assumption
is 7.00% per year (net-after investment expenses). Investments and administrative expenses are paid
from plan assets of the LIRR Defined Benefit Plans.

A noncurrent pension (asset)/obligation of $(337.7), $(43.9), and $3
and 2012, respectively reflects only the pension obligation positi
2013, MTA made additional contributions that offset thespensi
amortization period at December 31, 2014 was 19 years.

at December 31, 2014, 2013,
e LIRR Additional Plan. In
ligation. The remaining

Metro-North Cash Balance Plan

Plan Description — The Metro-North Commut;
Cash Balance Plan”) is a single employer, defined be
covers non-collectively bargained employees, former
Metro-North Railroad as management employees between 1 and June 30, 1983, and were still
employed as of December 31, 1988. E i ese management employees were
covered under the Metro-North Com ilroad Defined Conttibution Plan for Management
Employees (the “Management Plan”) an h Balance Plan was closed to new participants.
The assets of the Management Plan wer e Metropolitan Transportation Authority
Defined Benefit Plan for Non-Represented Employ: w titledsas the Metropolitan Transportation
Authority Defined BenefitPension Plan) as of'the'asset transfer date of July 14, 1995. The MNR Cash

ad Company Cash Balance the “MNR
i lan. The MNR Ca alance Plan
yed by Conrail, who joined MTA

Balance Plan is desi tisfy the applicable requirements for governmental plans under
Section 401(a) an ternal Revenue Code. Accordingly, the MNR Cash Balance Plan
is tax-exempt dn j the provisions Employee Retirement Income Security Act
(“ERISA”) of 1974 Thi vides retirement and death benefits to plan members and

beneficiaries.

Funding Polic e MNR Cash Balance Plan is provided by MTA Metro-North
ilroad which is a ion that receives funding for its operations and capital needs
mhthe MTA and th epartment of Transportation (“CDOT”). Certain funding by

MTA i -North'Railroad on a discretionary basis. The continuance of funding for

the M has been, and will continue to be, dependent upon the receipt of adequate

obligation (“PBO approximately $2.9 to the trust fund in 1989. As participants retire, distributions
from the MNR Cash Balance Plan have been made by the Trustee. MTA Metro-North Railroad
anticipated that no further payments would be made to the MNR Cash Balance Plan unless there was
an unfunded actuarial liability as determined by the actuary. Such additional funding has been required
in the past.

The actuarial value of assets exceeded the actuarial accrued liability as of January 1, 2012 and 2013

so no payment was required in those years. The actuarial accrued liability exceeded the actuarial
value of assets as of January 1, 2014 and as a result a payment was required. The market value of net
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assets available for benefits in the trust fund at December 31, 2014, was $0.748 which is $0.018 less
than the current PBO of $0.766.

The funded status of the MNR Cash Balance Plan as of January 1, 2014, the most recent actuarial
valuation date, is as follows (in thousands):

2014 2013
Annual required contribution ("ARC") $ -
Interest on net pension obligation (2.3)
Adjust to ARC 11.7
Annual pension cost 9.4
Increase in net pension obligation 9.4
Net pension asset beginning of year (51.3)
Net pension asset end of year $ (41.9)
Three-Year Trend Information
(In thous ands) Un
Actuarial aria UAAL
Actuarial Accrued Accrued as % of
Valuation Liability Liability & Funded Covered  Covered
Surplus)
Date “AAL” Ratio Payroll Payroll
1/1/2014 97.7 % $2,096.8 0.9 %
1/1/2013 107.1 - 0.0
1/1/2042 101.5 - 0.0
asa %of % Net
Year Contribution Annual Covered of APC Pension
Ended “ARC” Contribution Payroll Contributed  Asset
12/31/2014 $ 50 $ 5.0 0.0 % 34.0% $ (27.1)
12/31/2013 - - 0.0 0.0 (41.9)
12/31/2012 - - 0.0 0.0 (51.3)

The schedule of pension funding progress, presented as RSI following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value of plan assets are
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Funded Satus and Funding Progress — As of January 1, 2014, the most recent actuarial valuation

date, the MNR Cash Balance Plan was 97.7% funded. The actuarial accrued liability for benefits was
$0.766, and the actuarial value of assets was $0.748, resulting in an unfunded actuarial accrued
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liability of $0.018. The covered payroll (annual payroll of active employees covered by the plan) was
$2.1, and the ratio of the UAAL to the covered payroll was 0.9%.

Further information about the MNR Cash Balance Plan is more fully described in the separately issued
financial statements which can be obtained by writing to the MTA Metro-North Railroad Controller,
420 Lexington Avenue, New York, New York, 10170-3739.

Actuarial Methods and Assumptions— Actuarial valuations involve estimates of the value of reported
amounts and assumptions about the probability of events far into the future.and actuarially determined
amounts are subject to continual revision as actual results are compare t expectations and new
estimates are made about the future.

2014 valuation were the
6.per year. The accrued
lan and is usually used when the annual
centage of the partic ’s current annual
market value per the Tru here was no
valuation. For p ants of the
tional benefits were not valued as

The significant actuarial methods and assumptions used in the Janu
projected unit credit cost method and an investment rate of return of 4.
benefit for the unit credit cost method is defined by th
benefit accrual is a flat dollar amount or a constant
salary. The asset valuation method utilized was
projected salary increase assumption used in t
MNR Cash Balance Plan eligible for additional ben
the potential liability for this benefit is de minimus.

Manhattan and Bronx Surface Transit

Plan Description — MTA New York C ntributes to the Mahhattan and Bronx Surface
Transit Operating Authority (“MaBST
governmental retirement plan. The MaBSTOA Pl vides, retirement, disability, cost-of-living
adjustments and death_benefits to plan membersfand beneficiaries that are similar to those benefits
provided by the NewYo > Retirement System to similarly situated MTA New York
ns the authority to establish and amend the benefit
provisions to the . i s a publicly available financial report that
includes financial st i ary information for the MaBSTOA Plan. That
report may be obtaine ension Plan, New York City Transit Authority,

unding Policy — ing policy requires periodic employer contributions which are
tuarially determine
is MaBSTOA’s y to find, at a minimum, the current year’s normal pension cost plus
actuarial accrued liability. For employees, the MaBSTOA Plan has both
tory requirements depending on the date of entry into service. Employees

entering qu i ice on or before July 26, 1976 are non-contributing. Certain employees

3% of their sala d others are required to contribute 2%. Also, certain post—July 27, 1976
employees hired before April 1, 2012 contribute 1.85% in addition to their 3% contributions, if
required. Effective October 1, 2000, certain post-July 27, 1976 employees hired before April 1, 2012
who have been members for 10 years or have 10 years of credited service are no longer required to
make the 3% contributions. As a result of pension reform legislation passed in 2012 that affected
MTA New York City Transit employees, similarly situated MaBSTOA employees hired on or after
April 1, 2012 contribute 3% (although certain employees contribute 2%), with new rates starting
April 2013, ranging from 3.5%, 4.5%, 5.75%, to 6%, depending on salary level, for their remaining
years of service. MaBSTOA’s contribution rate is 40.3% of annual covered payroll. MTA New York
City Transit’s contributions to the MaBSTOA Plan for the years ended December 31, 2014, 2013 and
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2012 were $226.4, $234.5, and $228.9, respectively, equal to the annual required contributions for
each year.

The funded status of the MaBSTOA Plan as of January 1, 2014, the most recent actuarial valuation
date, is as follows (in millions):

2014 2013
Annual required contribution ("ARC") 226.4 $ 2345
Interest on net pension asset (2.5) (2.6)
Adjust to ARC 3 4.4

Annual pension cost 228.2 236.3

Actual contributions (226.4) (234.5)
Decrease in net pension asset 1.8
Net pension asset beginning of year (37.4)
Net pension asset end of year $ (33.8) $ (35.6)
Three-Year Trend Information V
(In millions) Actuarial
Accrued (UAAL)
Liability ' 4 As a
Actuarial (AAL) Percentage
Valuation itial Entry Funded Covered of Covered
Date Age : Ratio Payroll Payroll
b-a) (a/b) (c) ((b-a)/c)
$ 864.6 70.10 % $ 616.4 140.3 %
938.0 65.29 582.1 161.1
858.5 65.42 576.0 149.1

Annual Percentage of

Year Pension Cost APC Net Pension

Ended (APC) Contributed Asset
12/31/2014 $ 2282 99.2 % $ (33.8)
12/31/2013 236.3 99.2 (35.6)
12/31/2012 230.8 99.2 (37.4)
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The schedule of pension funding progress, presented as RSI following the notes to the consolidated
financial statements, present multiyear trend information about whether the actuarial value of plan
assets are increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Funded Status and Funding Progress — As of January 1, 2014, the most recent actuarial valuation
date, the MaBSTOA Plan was 70.1% funded. The actuarial accrued liability for benefits was $2,892.5
and the actuarial value of assets $2,028.0, resulting in an unfunded actuarial accrued liability
(“UAAL”) of $864.6. The covered payroll (annual payroll of active employees covered by the
MaBSTOA Plan) was $616.4, and the ratio of the UAAL to the covered payroll was 140.3%.

Actuarial Methods and Assumptions— Actuarial valuations involve
amounts and assumptions about the probability of events far into t
amounts are subject to continual revision as actual results are co
estimates are made about the future. The January 1, 2014 valuation
Authority of the January 1, 2006 — December 31, 201

ates of the value of reported
¢ and actuarially determined

ts the adoption by the
e experience study

In addition, the interest rate assumption was reduced o on & gross basis to 7.0% on a net
ted and assumed to be covered by

investment income. These changes incr
is being amortized over 10 years.

The assumptions included a 7.0% investme et of expenses and assumed general wage
increases of 3.5% to 15.0% for operating employee nd-7.0% for non-operating employees
per year, depending on.years,of service. This also includes anjinflation component of 2.5% per year.
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Annual pension costs and related information about each of the above plans follows:

Date of valuation

Required contribution rates:
Plan members
Employer:

Employer contributions made in 2014

Three-year trend information:
Annual Required Contribution
2014
2013
2012

Percentage of ARC contributed:
2014
2013
2012

Annual Pension Cost (APC):
2014
2013
2012

Net Pension Obligatio;
end of year:
2014
2013
2012

Contributions madg
Prepaid pension funding

Change in NPO (asset)
NPO (asset) beginning of year

NPO (asset) end of year

Single-Employer Plans

MNR Cash

LIRR

1/1/2014

MaBSTOA

1/1/2014

($ in millions)

Balance Plan

1/1/2014

($ in thousands)

variable variable
actuarially actuarially
determined determined
$ 0.0
$ 50
0.0
0.0
100.0 %
100.0 0.0
100.0 0.0
$ 2282 $ 148
236.3 9.4
230.8 9.0
$  (337.7) $ (33.8) $ (27.1)
(43.9) (35.6) 41.9)
37.0 (37.4) (51.3)
3584 % 99.2 % 34.0 %
168.3 99.2 0.0
100.7 99.2 0.0
$ 112.5 $ 2264 $ 5.0
(3.1 (2.5) (1.9)
4.3 4.3 11.7
113.7 228.2 14.8
(112.5) (226.4) 0.0
(295.0) 0.0 0.0
(293.8) 1.8 14.8
(43.9) (35.6) (41.9)
$ (337.7) $ (33.8) $ (27.1)
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Single-Employer Plans

MNR Cash
LIRR MaBSTOA Balance Plan
Actuarial project unit cost method Entry age Entry age Unit credit
normal normal cost
frozen initial
liability
Method to determine actuarial value of plan assets 5 -year Market
smoothi othing value
Investment return 7 7.00 % 4.50 %
Projected salary increases 3.00 % .5%—15.0% N/A
Consumer price inflation .50 % 2.50 %

Amortization method and period remaining leveldollar/  level doll evel dollar/
19 years 9 years 4 years
S
Period closed or open losed closed closed

5’

Cost-Sharing Multiple-Employer Plans

MTA Defined Benefit Plan )

Defined Bene
The Plan incl

Plan Descriptior
multiple-employer p

Pension Plan (“MTA Plan™) is a cost sharing
certain MTA Long Island Rail Road non-
87, MTA Metro-North Railroad non-represented

nd certain employees of the MTA Bus Company (“MTA Bus”).
, etro-North Railroad, MTA, MTA Staten Island Railway and
MTA Plan, which offers distinct retirement, disability retirement, and
red employees and beneficiaries. The MTA Plan may be amended by

A stand-alone fin
Floor, New York,

report may be obtained by writing to the MTA Comptroller, 2 Broadway, 16™
ew York, 10004.

Funding policy — Employer contributions are actuarially determined on an annual basis and are
recognized when due. Employee contributions to the Plan are recognized in the period in which the
contributions are due. There are no contributions required for the MTA Long Island Bus Employees’
Pension Plan. The current funded ratio of actuarial accrued assets over actuarial accrued liability is
80.3%.The contribution requirements of the plan members and the MTA are established and may be
amended by the MTA Board. The MTA’s contributions to the Plan for the years ended December 31,
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2014, 2013 and 2012 were $271.5, $243.0, and $212.4, respectively, equal to the required
contributions for each year.

The following summarizes the types of employee contributions made to the Plan:

Effective January 1, 1994, covered MTA Metro-North Railroad and MTA Long Island Rail Road non-
represented employees are required to contribute to the Plan to the extent that their Railroad
Retirement Tier II employee contribution is less than the pre-tax cost of the 3% employee
contributions. Effective October 1, 2000, employee contributions, if any, were eliminated after ten
years of making contributions to the Plan. MTA Metro-North Railroad ees may purchase prior
service from January 1, 1983 through December 31, 1993 and MTA Island Rail Road employees
may purchase prior service from January 1, 1988 through D r 31, 1993 by paying the
contributions that would have been required of that employee for the in question, calculated as
described in the first sentence, had the Plan been in effect for these years. Police Officers who become
participants of the MTA Police Program prior to January 952010 contribute to that program at various

allowed. Police Officers who become partici
additional new rates starting April 2013, ranging from
level, for their remaining years of service.

pril 1, 2012 con
5415%, to 6%, depe

Covered MTA Metro-North Railroad represented employe d MTA Long Island Rail Road
represented employees who first beca ible to be Plan participants prior to January 30, 2008
contribute 3% of salary. MTA Staten Is employees contribute 3% of salary except for
represented employees hired on or after June.l, ntribute 4%. MTA Long Island Rail Road
represented employees who became participants aft uary 3052008 contribute 4% of salary. For
the MTA Staten Island Railway employees, contfibutions are not required after the completion of ten

the employee con i . in Metro-North represented employees, depending on
their collectiverba i i ake the employee contributions until January
n of ten years of credited service.

Covered MT certain non-represented employees are required to
contribute a fix hich varies, by depot. Currently, non-represented employees at
onkers Depot an loyees hired after June 30, 2007 at Baisley Park, College
Aﬁiﬂt, Eastchester, Far , LaGuardia, and Spring Creek Depots, contribute $21.50 per
week. ployee¢s at Eastchester hired prior to 2007 contribute $25 per
week. ees at Baisley Park, College Point, Eastchester, Far Rockaway, JFK,
pots contribute $29.06 per week; Spring Creek represented employees
. Certain limited number of represented employees promoted prior to the
resolution of a g impasse continue to participate in the plan that was in effect before their
promotion. Certa A Bus non-represented employees who are formerly employed by the private
bus companies (Jamaica, Green, Triboro, Command and Varsity) at Baisley Park, Far Rockaway, JFK,
LaGuardia and Spring Creek Depots who are in the pension program covering only such employees
make no contributions to the program. (Note: the dollar figures in this paragraph are in dollars, not
millions of dollars).

contribute

MTA Bus is required to make significant annual contributions to the MTA Plan on a current basis.
Pursuant to the January 1, 2014 actuarial valuation for the MTA Plan, which included amounts for
actuarial assets and liabilities relating to both active and retired members for most portions of the
former private plans (excepting, for example, members of the Transport Workers Union were working
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on school bus routes which did not become part of MTA Bus service), MTA Bus recorded pension
expense equal to the valuation annual required contribution of $44.6, $45.4 and $40.5 for the calendar
years ended December 31, 2014, 2013 and 2012, respectively. All of these employer contributions
were paid to the MTA Plan in their respective years.

New York City Employees’ Retirement System (“ NYCERS')

Plan Description — MTA New York City Transit and MTA Bridges and Tunnels contribute to
NYCERS, a cost-sharing multiple-employer retirement system for empleyees of NYC and certain
other governmental units. NYCERS provides pension benefits to retir oyees based on salary
and length of service. In addition, NYCERS provides disability be s, cost-of-living adjustments,
and death benefits subject to satisfaction of certain service requi s and other provisions. The
NYCERS plan functions in accordance with NYS statutes and NY and codes and may be
amended by action of the State Legislature. NYCERS issues a publicly available comprehensive
annual financial report that includes financial stateme d required supplementary information.
That report may be obtained by writing to the New )
Adams Street, Suite 2300, Brooklyn, New York, 1

Funding Policy —NYCERS is a contributory plan, e
July 27, 1976 who make no contribution. Most employ
26, 1976 but before April 2012 contribute 3% of their salary, certain MTA New York City Transit
employees contributing 2%. Also, certain.post-July 27, 197 loyees hired before April 1, 2012
contribute 1.85% in addition to their ributions, if required, and a small group of such

ntributions, 1f rqured. The State Legislature
passed legislation in 2000 that suspended t ion for most employees hired before April
1, 2013 who have been members for 10 or more year§.” As-aresult.of pension reform legislation passed
in 2012, most employeesthited on or after Aprild, 2012 contribute 3% (although certain MTA New
York City Transit ¢ new rates Starting April 2013, ranging from 3.5%,
4.5%, 5.75%, to 69 their remaining years of service. MTA New York
City Transit and i
rate. The rates are 24. i covered payroll. The contribution requirements
of plan members and M it and MTA Bridges and Tunnels are established and
amendéd by

entered qualifying service after July

tatement No. 67, Financial Reporting for Pension Funds, for the year
result, modifications were made to certain actuarial assumptions used in
sion liability in order to conform with the provisions of GASB Statement
No. 67. Such cha include the determination of projected benefit payments, the use of a single
discount rate, and the sole use of the entry age actuarial cost method. The Authority’s required
contribution for the year ended June 30, 2014 was not affected by the adoption of GASB Statement
No. 67.

New York State and Local Employees’ Retirement System (“ NYSLERS' or “NYSLRS')
Plan Description — Certain employees of MTAHQ who were hired after January 23, 1983, are

members of NYSLERS. In addition, employees of the Capital Construction Company who are on its
payroll are also members of NYSLERS. NYSLERS is a cost-sharing multiple-employer plan and
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offers a broad spectrum of benefits, including retirement, death and disability benefits, and cost of
living adjustments. Further information about the plan is more fully described in the publicly available
statement of NYSLERS and may be obtained by writing to New York State and Local Retirement
System, Office of the State Comptroller, 110 State Street, Albany, New York, 12244-0001.

Funding Policy — Employees who became members prior to July 27, 1976 make no contributions.
Employees who became members after July 27, 1976 but before April 1, 2012 contribute 3% of salary,
but since 2000, the 3% contribution is suspended for those employees who have 10 years or more of
membership. Employees who become members on or after January 1, 2010 are required to contribute
for all their years of service. As aresult of pension reform legislation p 2012, employees hired
on or after April 1, 2012 contribute 3%, with new rates starting Apri 3, ranging from 3.5%, 4.5%,
5.75%, to 6%, depending on salary level, for their remaining y ervice. MTAHQ, the MTA
Capital Construction and MTA Long Island Bus, are required t tribute at an actuarially
determined rate. The current actuarial rate of annual covered payroll for MTAHQ and MTA Long
Island Bus respectively is 20.5% and 0%. The MTAHQ LERS contributions for the years ended
December 31, 2014, 2013 and 2012 was approxima $13.8; $16.0, and $ espectively. The
MTA Long Island Bus NYSLERS contributions f e years ended December 14, 2013 and
2012 were approximately $0.0, $0.0, and $0.3,

New York Sate Voluntary Defined Contribution Progr

ssed in 2012, certa ployees may choose to participate
e State University of New York (“SUNY”), instead

ion in the VDC is g;ilable to non-represented
employees hired on or after July 1, 2013 of at least $75,000 who are employed by
an employer participating in NYSLERS or NYCERS. “For the,duration of their employment, such
employees would conteibtitesfrom 3%, 3.5%,4.5%, 5.75%, to 6%, depending on actual wages, and

As a result of pension reform legislatio
in the multiple-employer VDC administ
of participating in NYSLERS or NYCE

first year of parti€ipati ill teceive 4% interest on the employee and employer
contributions for i

may be amended by urther information about the VDC is more fully
described in_the public f SUNY and may be obtained by writing to NYS
Voluntary D University of New York, Office of University-wide

Descri Compensation Program consists of two defined contribution plans that
provide on the amount contributed to each participant’s account(s), plus or minus

its Subsidiaries filiates (“457 Plan”) and the Thrift Plan For Employees of the Metropolitan
Transportation Authority, its Subsidiaries and Affiliates (“401(k) Plan”). Certain MTA Related
Groups employees are eligible to participate in both deferred compensation plans. Both Plans are
designed to have zero cost to the MTA, that is, participant charges, including investment and other
fees, pay for the entire cost of running the Deferred Compensation Program.

In 1984, the MTA established the 457 Plan to provide benefits competitive with private industry.
Originally, only managerial employees were permitted to participate in the Plan and investment
options were limited to five funds: a Guaranteed Interest Fund, a Common Stock Fund, a Money
Market Fund, a Managed Fund and a Stock Index Fund. As permitted by Internal Revenue Code
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Section 457, the MTA has established a trust or custodial account to hold plan assets for the exclusive
use of the participants and their beneficiaries. Participation in the 457 Plan is now available to non-
represented and, after collective bargaining, most represented employees. Plan assets and liabilities
are not reflected on the MTA’s combined statements of net position.

In 1985, the MTA Board adopted the 401(k) Plan, a tax-qualified plan under section 401(k) of the
Internal Revenue Code (“Code”). The 401(k) Plan remained dormant until 1988 when an IRS ruling
"grand-fathered" the plan under the Tax Reform Act of 1986. Participation in the 401(k) Plan is now
available to non-represented and, after collective bargaining, most represented employees. All
amounts of compensation deferred under the 401(k) Plan, and all ¢ attributable to such
compensation, are in trust for the exclusive use of the participants an ir beneficiaries. Accordingly,
the 401(k) Plan is not reflected in the accompanying combined st s of net position.

As the Deferred Compensation Program’s asset base and contribution flow increased, participants’
investment options were expanded by the Deferred Co ation Committee with the advice of the
MTA Financial Advisor to provide the participants ice, i i er transparency,
diversification and flexibility. In 1988, after receivi 401 (k) Plan,
the MTA offered its managers the choice of eith ing i ) Plan. By
1993, the MTA offered eight investment funds: a Gua
Fund, a Common Stock Fund, a Managed Fund, a Stock
International Fund and a Growth Fund.

nd, a Government Income Fund, an

In 1998, the Deferred Compensation Co
Plans’ investment choices were re-struct

proved the un undlir‘lg)f the Plans. In 2008, the
4 Tier strategy:
Tier 1 — The MTA Target-Year Lifecycle Funds, which are comprised of a mix of several funds,
most of which are available'separately in the Deferred Compensation Program. The particular mix
etermined by the “target” date, which is the date the money is

nt income.

Tier 2 - The MTA Index Fi fer.a f index funds, which invest in the securities of
ch as the Standard & Poor’s 500 (large cap) Index

rform4 selected index. These institutional strategies provide

array of distinct asset classes, with a single fund option in each class

Tier 4 — Self-D1
access to an expan

utual Fund Option is designed for the more experienced investors. Offers
universe of mutual funds from hundreds of well-known mutual fund families.

In 2011, the Deferred Compensation Program started to offer Roth contributions. Employees can elect
after-tax Roth Contributions and before-tax contributions in both the 401(k) Plan and the 457 Plan.
The total combination of Roth after-tax contributions and regular before-tax contributions cannot
exceed the IRS maximum of $17,500 or $23,000 for those over age 50 for the ended December 31,
2014,
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The two Plans offer the same array of investment options to participants. Eligible participants for the
Deferred Compensation Program include employees (and in the case of Metropolitan Suburban Bus
Authority, former employees) of:

e MTAHQ
MTA Long Island Rail Road
MTA Bridges and Tunnels
MTA Long Island Bus
MTA Metro-North Railroad
MTA New York City Transit
MTA Staten Island Rapid Transit
MTA Capital Construction
MTA Bus

Matching Contributions - MTA Bus on behalf of certaindMTA'Bus ernployees MTA Metro-North
Railroad on behalf of certain MNR employees who o
Benefit Pension Plan and MTA on behalf of ce
employees and on behalf of certain MTA Police
rate for the employer contribution varies.

MTA Bus - Certain members who were employed by Qu urface Corporation on February 26,
2005, and who became employees of MIEA Bus on February 5, receive a matching contribution
equal to 50% of member’s before-tax co ions provided thatthe maximum matching contribution
shall not exceed 3% of the member’s ba A Bus also makes%asw contribution equal to
2% of the member’s compensation. These vest in the amount in the member’s account
attributable to the matching contributions and\basic ions as follows:

¢ Vested Percentage
0%
20%
40%
60%
80%
100%

in members who are MNR employees represented by certain
participation in the MTA Defined Benefit Pension Plan receive
ions equal to 4% of the member’s compensation. Effective on the first
nineteenth anniversary date of an eligible MNR member’s continuous
orth Railroad shall contribute an amount equal to 7% of the member’s

compensation. R members vest in these employer contributions as set forth below:
Years of Service Vested Percentage
Less than 5 0%
5 or more 100%

MTA Headquarters - Police - For each plan year, the MTA shall make contributions to the account
of each eligible MTA Police Benevolent Association member in the amounts required by the
Collective Bargaining Agreement (“CBA”) and subject to the contribution limits set forth in the CBA.
These contributions shall be made monthly and shall be considered MTA Police Contribution.
Members are immediately 100% vested in these employer contributions.
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MTA Headquarters — Business Services - Effective January 1, 2011, all newly hired MTA Business
Services Center employees represented by the Transportation Communications Union are eligible to
receive a matching contribution up to a maximum of 3% of the participant’s compensation. A
participant’s right to the balance in his or her matching contributions shall vest upon the first of the
following to occur:

1. Completing 5 years of service
2. Attaining the Normal Retirement Age of 62 while in gontinuous employment or
3. Death while in continuous employment

Additional Deposits (Incoming Rollover or Transfers) - Partici the Deferred Compensation
Program are eligible to roll over both their before-tax and after-tax asse other eligible retirement
plans into the 401(k) and 457 Plans. Both Plans accepts rollovert from all eligible retirement plans (as
defined by the Code), including 401(a), 457, 401(k), 403

Status - As of December 31, 2013 and 2012, 3
enrolled in the 457 Plan and 43.1% and 48.06%
Plan, respectively. There are 27,188 and 26,193 acti
32,384 active participants in the 401(k) Plan, with $1.

V 2012

(In thousands)

457 401K
Contributions:
Employee contributi loans $§ 1 32§ 160277 $ 125606 $ 154974
Participant rollo 5 12,356 3,397 9,006
Employer conf 3,864 - 3,915
Total contributions $ 1410 $ 182497 $ 129,003 $§ 167,895

ercer reviews the investment policies as stipulated by the Investment
lio and the Investment Managers’ performance.

Employers for Postemployment Benefits Other Than Pensions (“GASB 45”). This Statement
establishes the standards for the measurement, recognition, and display of Other Postemployment
Benefits (“OPEB”) expense/expenditures and related liabilities (assets), note disclosures, and, if
applicable, required supplementary information (“RSI”) in the financial reports of state and local
governmental employers.

Postemployment benefits are part of an exchange of salaries and benefits for employee services
rendered. Most OPEB have been funded on a pay-as-you-go basis and have been reported in financial
statements when the promised benefits are paid. GASB 45 requires state and local government’s
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financial reports to reflect systematic, accrual-basis measurement and recognition of OPEB cost
(expense) over a period that approximates employees’ years of service and provides information about
actuarial accrued liabilities associated with the OPEB and to what extent progress is being made in
funding the plan.

Plan Description — The benefits provided by the MTA Group include medical, pharmacy, dental,
vision, and life insurance, plus monthly supplements for Medicare Part B or Medicare supplemental
plan reimbursements and welfare fund contributions. The different types of benefits provided vary by
agency and employee type (represented employees versus management). All benefits are provided

al HMO plans. Represe TA New York
retired prior to b, 1996 or

costs, and to keep a running tally of the extent,to which these amounts are over or under funded. The
valuation must be perform east biennially. The most recent biennial valuation was performed for
the year ended Dec and was pe ed with a valuation date of January 1, 2012. The
ici as of December 31, 2013, the last valuation reporting period

s of the employer. For this valuation, the discount rate reflects
ployer assets. The assumed return on Trust assets is 6.5% whereas the
assets is 3.5% resulting in a discount rate under GASB 45 of 3.75%,
the discount rate of 4% used in the prior valuation. This decrease is
se in Treasury yields and thus, returns on employer assets since the prior
valuation.

Annual OPEB Cost (“AOC”) and Net OPEB Obligation — The MTA’s annual OPEB cost
(expense) represents the accrued cost for postemployment benefits under GASB 45. Currently, the
MTA expenses the actual benefits paid during a year. The cumulative difference between the annual
OPEB cost (“new method”) and the benefits paid during a year (“old method”) will result in a net
OPEB obligation (the “Net OPEB Obligation™), included on the statements of net position. The annual
OPEB cost is equal to the annual required contribution (the “ARC”) less adjustments if a Net OPEB
Obligation exists and plus the interest on Net OPEB Obligations. The ARC is equal to the normal cost
plus an amortization of the unfunded liability.
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Actuarial Cost, Amortization Methods and Assumptions - For determining the ARC, the MTA
has chosen to use Frozen Initial Liability (the “FIL Cost Method”) cost method, one of the cost
methods in accordance with the parameters of GASB 45. The initial liability is amortized over a 22-
year period. The remaining amortization period at December 31, 2014 is 15 years.

In order to recognize the liability over an employee’s career, an actuarial cost method divides the
present value into three pieces: the part that is attributed to past years (the “Accrued Liability” or “Past
Service Liability”), the part that is being earned this year (the “Normal Cost”), and the part that will
be earned in future years (the “Future Service Liability”’). Under the FIL Gost Method, an initial past
service liability is determined based on the Entry Age Normal (“EAN”) ethod and is amortized
separately. This method determines the past service liability for individual based on a level
percent of pay. The Future Service Liability is allocated bas e present value of future
compensation for all members combined to determine the Normal n future years, actuarial
gains/losses will be incorporated into the Future Service Liability and amortized through the Normal
Cost.

The Frozen Unfunded Accrued Liability is dete
L1ab111ty for the prior year, increased with inter

ded Accrued
n payment

d each year as the Frozen
ed by the.end-of-year amo

Liability equals the Present Value of Fu
of Future Normal Cost divided by the pr e of future com; ensatlcyand multiplied by the total

retirement age.

The Annual Required Contribution (“ARC?) is o theysum of the Normal Cost and the
amortization for the Frezémnbnfunded Accrued dLiability with appropriate interest adjustments. Any
difference between ntributions “from the prior year are considered an
actuarial gain/loss velopment of the Normal Cost. This methodology

t actuarially funded.

aluation Date - i is the date that all participant and other pertinent information is
is date may not be more than 24 months prior to the beginning

Discount Rate < GASB 45 provides guidance to employers in selecting the discount rate. The
discount rate should be based on the estimated long-term investment yield on the investments that are
expected to be used to finance the benefits. If there are no plan assets, assets of the employer should
be used to derive the discount rate. This would most likely result in a lower discount rate and thus,
liabilities significantly higher than if the benefits are prefunded. In recognition of the decrease in short-
term investment yields partially offset by the establishment of a trust, the current discount rate is
3.75%.
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Healthcare Reform - The results of this valuation reflect our understanding of the impact in future
health costs due to the Affordable Care Act (“ACA”) passed into law in March 2010. An excise tax
for high cost health coverage or “Cadillac” health plans was included in ACA. The provision levies a
40% tax on the value of health plan costs that exceed certain thresholds for single coverage or family
coverage. If, between 2010 and 2018, the cost of health care insurance rises more than 55%, the
threshold for the excise tax will be adjusted. Also included in ACA are various fees (including, but
not limited to, the Patient-Centered Outcomes Research Institute fee, Transitional Reinsurance
Program fee, and the Health Insurer fee) associated with the initiation of health exchanges in 2014.

The OPEB-specific actuarial assumptions used in the most recent bienni ation are as follows:

Valuation date Janua

Actuarial cost method Frozen Initi

Discount rate 3.75%

Price inflation 2:5% per annum, compounded annually
Per-Capita retiree contributions

Amortization method Frozen Initial Liability
Remaining amortization period
Period closed or open

* In general, all coverages are paid for by the MTA. However,
for MTAHQ members retired prior to 1997, pay a portion of
the premium, depending on the year they re

Actuarial valuation involve estimates of orted amounts and assumptions about the
probability of events far into the future, i
continual revision as actual results are compared«o past expectations and new estimates are made
about the future.

Per Capita Clain , ium rate for active employees and retirees under
age 65 is a commo i

is higher than the true ung i nd the blended premium is lower than the true

underlying cost for retirees. Fo c ence is called the implicit rate subsidy. Since GASB

45 only req i ation for retirees, it requires the plan sponsor to determine the costs

these benefits i bs1d However, a plan sponsor may use the premiums without

&ustment for age i pates in a community-rated plan, in which the premium rates

reflectprojected health nce of all participating employers, or if the insurer would offer
the sa i y non-Medicare-eligible retirees were covered

A 2006 re om the Department of Civil Service of the State of New York regarding recommended

actuarial assu for New York State/ SUNY’s GASB 45 Valuation sent to all participating

Each MTA Agency participating in NYSHIP is no more than approximately 1%, and in total, the
MTA is approximately 3% of the total NYSHIP population. Thus, we believe that the actual
experience of the MTA will have little or no impact on the actual premium and, that it is reasonable
to use the premium rates without age adjustments as the per capita claims cost.

The medical and pharmacy benefits provided to TWU Local 100, ATU 1056 and ATU 726 represented
Transit members and represented MTA Bus Company members are self-insured as well as some Pre-
NYSHIP Transit members. For these benefits a per capita claims cost assumptions was developed that
vary by age, gender and benefit type. The per capita costs assumptions reflect medical and pharmacy
claims information for 2012.
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Medicare Part D Premiums — GASB has issued a Technical Bulletin stating that the value of
expected Retiree Drug Subsidy (“RDS”) payments to be received by an entity cannot be used to reduce
the Actuarial Accrued Liability of OPEB benefits nor the Annual Required Contribution (“ARC”).
Furthermore, actual contributions made (equal to the amount of claims paid in a year if the plan is not
funded) will not be reduced by the amount of any subsidy payments received. Accordingly, the 2012
valuation excludes any RDS payments expected to be received by the MTA and its agencies.

Health Care Cost Trend - The healthcare trend assumption is based on.the Society of Actuaries-
Getzen Model version 12.2 utilizing the baseline assumptions included i odel, except real GDP
of 1.8% for medical and pharmacy benefits. Additional adjustme pply based on percentage of
costs associated with administrative expenses, aging factors pot cise taxes due to healthcare
reform, and other healthcare reform provisions, separately for d non-NYSHIP benefits.

These assumptions are combined with long-term assumptions for dental an: VISIOH beneﬁts (4%) plus
Medicare Part B reimbursements (5%) The NYSHIP

Health Care Cost Trend Rates

Fiscal Year NYSHIP Transit
<65 >=65
73 T 48 4.6
6.6 54 4.8
5.8 5.8
.8 5.7 5.7
5.5 5.6 5.6
55 12.5 5.6
5.5 6.2 5.6
5.4 6.4 5.6
5.6 6.2 59
53 5.8 5.7
59 5.5 5.8
5.7 5.4 5.6
5.5 53 5.5

cable as actual 2013 premiums were valued.

Participation — The table below summarizes the census data provided by each Agency utilized in
the preparation of the actuarial valuation. The table shows the number of active and retired
employees by Agency and provides a breakdown of the coverage elected and benefits offered to
current retirees.
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OPEB Participation By Agency at January 1, 2012

MTA MTA

New Long MTA MTA MTA MTA

York Island Metro- Bridges Long Staten

City Rail  North Rail & Island Island MTA Bus

Transit Road Road Tunnels MTAHQ Bus * Railway Company Total
Active Members
Number 46,333 6,406 5,987 1,589 1,715 - 255 3,445 65,730
Average Age 49.3 44.1 46.2 45.6 452 - 46.1 46.5 48.2
Average Service 14.9 11.7 15.3 12.6 11. - 15 11.7 14.3
Retirees
Single Medical Coverage 11,519 841 432 464 138 553 14,134
Employee/Spouse Coverage 16,042 2,630 830 633 246 818 21,563
Employee/Child Coverage 710 102 32 12 19 31 923
No medical Coverage 5,809 2,255 1,302 A 3 436 182 10,066
Total Number 34080  5.828 2.596 1.173 504 839 1584 46,686
Average Age 70.9 67.3 70.8 66.8 64.3 67.5 69.1 70.1
Total Number with Dental 5,534 652 A 54 2 65 7,297
Total Number with Vision 24,606 652 313 54 23 1,352 27,656
Total No. with Supplement 24,501 1,805 - 379 27 1,518 29,057
Average Monthly Supplement
Amount (Excluding Part B Premium) $30 $1‘ - $195 $ - $383 $25 $45

Total No. with life Insurance 5,129 5,418 1,703 334 399 792 82 66 13,923
Average Life Insurance Amount $2,825 $18,801 $2,782 $5,000 5, $2,543 $5,000  $9.486

* No active members as of January 1, 2012. In addition, there ar

Coverage Election
including current reti

es and surviving spouses,
ers, 15% are assumed to e

4

arc assume

76 veste€s no

articipate i

arying by agency.

0?&,561
ed i ese counts.

NYSHIP, 100% of eligible members,
assumed to elect the Empire PPO Plan. For Metro-
t ConnectiCare. For groups that do not participate

the same age as the employee/retiree. 85% of male
embers are assumed to elect family coverage upon retirement. No
al family

rage elections for current retirees are used. If a current

hild, eligibility is assumed for an additional 7 years of dependent coverage
NYSHIP (otherwise, 5 years) from the valuation date was assumed.

d postretirement health annuitant rates are projected on a generational basis
ended by the Society of Actuaries Retirement Plans Experience Committee.

Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue-collar
adjustments. No blde-collar adjustments were used for management members of MTAHQ.

Postretirement Healthy Lives— 95% of the rates from the RP-2000 Healthy Annuitant mortality table for
males with Blue Collar adjustments and 116% of the rates from the RP-2000 Healthy Annuitant mortality

table for females. No blue-collar or percentage adjustments were used for management members of
MTAHQ.
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Postretirement Disabled Lives — 75% of the rates from the RP-2000 Disabled Annuitant mortality table
for males and females.

Vestee Coverage — For members that participate in NYSHIP, Vestees (members who have terminated, but
not yet eligible to retire) are eligible for NYSHIP benefits provided by the Agency upon retirement, but must
maintain NYSHIP coverage at their own expense from termination to retirement. Vestees are assumed
to retire at first eligibility and would continue to maintain NYSHIP coverage based on the following
percentages. This assumption is based on the Development of Recommended Actuarial Assumptions for New
York State/SUNY GASB 45 Valuation report provided to Participating Employers of NYSHIP. These
percentages were also applied to current vestees based on age at valuation date.

Percent
Age at Termination Electing
<40 0 %

40-43

44 A ’

45-46 0

47-48 A 0

49 0
1

W

50-51
52+

The following table shows the elements MTA’S annual OP st for the year, the amount actually
paid, and changes in the MTA’s net OPE igation to the plan forthewears ended December 31, 2014
and 2013. The portion of this actuarial present value allocated to a v ion year is called the Normal
Cost. Calculations are based on the types of nder the terms of the substantive plan at
the time of each valuation and on the pattern o i the employer and plan members to
that point. Calculations «éflect a'long-term pers

ecember 31, December 31,

(In millions) , 2014 2013

§ 3,092.9 $ 2,842.9
376.0 305.8

(946.0) (770.2)
2,522.9 2,378.5

(483.7) (455.5)
net OPEB obligation 2,039.2 1,923.0

Contribution to OPEB Trust - (50.0)
Net OPEB obligation — beginning of year 10,027.1 8,154.1
Net OPEB obligation — end of year $ 12,066.3 $ 10,027.1
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The MTA’s annual OPEB cost, the percentage of annual OPEB cost contributed to, and the net OPEB
obligation for the year ended December 31, 2014, 2013 and 2012 is as follows (in millions):

Year Annual % of Annual Net OPEB
Ended OPEB Cost Cost Contributed Obligation
(In Millions)

December 31, 2014 $2,522.9 19.2 % $ 12,066.3
December 31, 2013 2,378.5 21.2 27.1

December 31, 2012 2,216.2 30.3 ,154.1

The MTA funded status of the Plan is as follows (in millions):

nfunded
Actuarial Actuarial arial Ratio of
Value Accrued Accrued UAAL to
of Liability Funded Covered
Valuation Assets * ) Ratio Payroll
Year Ended Date {a} {b {a}/{c} {c}/{d}
December 31, 2013 January 1,2012  $246.0 $20,187.8 12 % $4,360.6 4573 %

* Based on Entry Age Normal

The required schedule of funding progress for the MT em| Zment Benefit Plan immediately
following the notes to the financial statements preséents mu rend information about whether the
actuarial value of plan s 1s increasing or decreasing over time relative to the actuarial accrued liability
for benefits.

CAPITAL ASSETS

Capital assetsrand.improve incNuildings, equipment, and infrastructure of the MTA
havin useful life of two years and having a cost of more than $25 thousand.

istorical cMr at estimated historical cost based on appraisals, or on other
orical cost is not available. Capital leases are classified as capital assets in
the fair market value or the present value of net minimum lease payments

assets are stated
e methods whe

at the inc of the lease.

Accumulated nd amortization are reported as reductions of fixed assets. Depreciation is
computed using the straight-line method based upon estimated useful lives of 25 to 50 years for buildings,
2 to 40 years for equipment, and 25 to 100 years for infrastructure. Capital lease assets and leasehold
improvements are dmortized over the term of the lease or the life of the asset whichever is less. Capital
assets consist of the following at December 31, 2012, December 31, 2013 and December 31, 2014 (in
millions):
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Balance Balance Balance

December 31, December 31, December 31,
2012 Additions  Deletions 2013 Additions Deletions 2014
Capital assets — not being depreciated:
Land $ 171 $ 3 $ - $§ 174 $§ 25 $ - $ 199
Construction work-in-progress 9,907 4,692 3,109 11,490 4,553 4,045 11,998
Total capital assets — not
being depreciated 10,078 4,695 3,109 11,664 4,578 4,045 12,197

Capital assets, being depreciated:

Buildings and structures 15,264 916 38 631 - 16,773
Bridges and tunnels 2,266 71 12 202 - 2,527
Equipment:
Passenger cars and locomotives 13,341 99 75 473 38 13,800
Buses 2,566 117 34 - 2,717

Infrastructure 18,845 680 19,412 890 10 20,292
Other 15,060 1,366 16,401 1,842 16 18,227

Total capital assets — being

depreciated 67,342 4,072 74,336
Less accumulated depreciation:

Buildings and structures 4,936 433 442 - 5,804
Bridges and tunnels 22 473 23 - 496

Equipment:
Passenger cars and locomotives 5,334 8 438 38 6,072
Buses 1,186 187 186 - 1,559
Infrastructure 6,301 601 618 10 7,501
Other 4,979 530 559 8 6,041
Total accumulated de 23,189 107 25,263 2,266 56 27,473
44,153 1,068 156 45,065 1,806 8 46,363

$ 3,265 $56,729 $6,384 $ 4,053 $ 59,060

ction wiWonstruction of capital assets at December 31, 2014 and 2013,

April 1982 for MTA New York City Transit were funded primarily by
available to MTA New York City Transit. NYC has title to a substantial
ordingly, these assets are not recorded on the books of the MTA. Subsequent
of the MTA Capital Program, are recorded at cost by MTA New York City
Transit. In certain instances, title to MTA Bridges and Tunnels’ real property may revert to NYC in the
event the MTA determines such property is unnecessary for its corporate purpose. With respect to MTA
Metro-North Railroad, capital assets completely funded by CDOT are not reflected in MTA’s financial
statements, as ownership is retained by CDOT.

For certain construction projects, the MTA holds in a trust account marketable securities pledged by third-
party contractors in lieu of cash retainages. At December 31, 2014 and 2013, these securities totaled $89.0
and $126.7, respectively, had a market value of $79.6 and $106.3, respectively, and are not included in
these financial statements.

-69 -

Master Page # 84 of 476 - Audit Committee Meeting 4/29/2015



ASSET IMPAIRMENT RELATED EXPENSES AND RECOVERABLES

On October 29, 2012, Tropical Storm Sandy made landfall just south of Atlantic City, New Jersey, as a
post-tropical cyclone. The accompanying storm surge and high winds caused widespread damage to the
physical transportation assets operated by MTA and its related groups. MTA expects to recoup most of
the costs associated with repair or replacement of assets damaged by the storm over the next several years
from a combination of insurance and federal government assistance programs.

Asset impairment related expenses and recoverables includes the storm related impairment losses to the
MTA'’s assets, and storm related repairs and clean-up costs. Since the storm made landfall in 2012, the
total cumulative expenses associated with this catastrophe as of Dece 31,2014 and December 31,
2013 are $723 and $724, respectively, of which ($1) and $93 werefincurred during the years ended
December 31, 2014 and 2013, respectively. Offsetting these tota elated expenses are estimated
insurance recoveries of $775 under the property insurance pelicy, with a receivable of $631 as of
December 31, 2014. Additional recoveries under the MTA iroperty insuranceypolicy for Sandy-related

damages and losses above that estimated sum are possible. dditional insuranee proceeds for Sandy-
related losses in excess of the noted probable recoveriesdwill be recognized for inco urposes in future
periods when such proceeds are estimable and all related contingencies are removed. the, year ended
December 31, 2014, MTA received $412 from F d EEMA for storm related repai

As noted, Federal governmental assistance programs are an ed to cover many of the Sandy-related
costs associated with repair and replacement of assets da in the storm. The Disaster Relief
Appropriations Act (“Sandy Relief Act”w in late January, 20133 appropriated a total of $10.9 billion
in Public Transportation Emergency Relief Program funding to“theyFederal Transit Administration
(“FTA”) to assist affected public transportation facilities.in connection'with infrastructure repairs, debris
removal, emergency protection measures, costs to restore service and mmng costs. The Sandy Relief
Act also provided substantial funding for ex ograms of the Federal Emergency
Management Agency (“EEMA?).

ing disaste

Of'the $10.9 billio
by the FTA to affecte
2013, the Secretary of

unt, under the Sandy Relief Act, an initial tranche of $2 billion has been allocated
and local public transportatieft entities by the end of March 2013. On March 6,

ortatio ounced that $193 had been allocated to MTA, representing
principally_zreimbursement costsWh preparing MTA’s system for the storm and for
restori ice_post-storm; ‘the, FTA subsequently entered into a grant agreement with the MTA
igating these funds. ©On March 29, 2013, the FTA published its allocations for the remainder of the
$2 billion. MTA was allocated angddditional $1.0 billion of these monies, bringing MTA's total
from the first $2 billion tranche of FTA Emergency Relief funds the FTA to $1.193 billion. On
3, the FTA all d an additional $3.7 billion to regional transportation providers. The MTA
6 billion of additional allocation bringing MTA’s total allocation to $3.8 billion. The
ble thro this additional allocation includes $898 set aside to help the MTA with
help ensure transit assets are better able to withstand future disasters. FTA approval
ilbneed to be obtained prior to MTA’s actual receipt or expenditure of any of these

will recet
funds made
resiliency proje
of specific grants
allocated funds.

Monies granted by FTA and FEMA to MTA for restoration of specific assets damaged in connection with
Tropical Storm Sandy related are anticipated to be reduced in amount (or subject to reimbursement) to the
extent MTA also receives insurance proceeds covering damage to such specific assets.

Additional asset impairments unrelated to Tropical Storm Sandy are $0 and $5.8 for the years ended
December 31, 2014 and 2013, respectively. In 2013, MTA Metro North Railroad train derailments on May
17,2013, in Bridgeport, Connecticut and on December 1, 2013, north of the Spuyten Duyvil station in the
Bronx, resulted in $5.8 of asset impairment expenses.
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8. LONG-TERM DEBT

Original December 31, December 31,
(In millions) Issuance 2013 Issued Retired Refunded 2014
MTA:
Transportation Revenue Bonds
2.00%-5.50% due through 2046 $25,710 $ 18,278 $ 1,900 $ 622 $ - $ 19,556
Bond Anticipation Notes
2.0% due through 2015 - 300 - 300
Transportation Revenue Bond Anticipation Notes
Commercial Paper due through 2015 900 550 - 550
State Service Contract Bonds
4.125%-5.70% due through 2031 2,395 346 - 286
Dedicated Tax Fund Bonds
3.00%-7.34% due through 2041 8,459 - 4,990
Certificates of Participation
4.40%-5.75% due through 2030 807 - 85
$38,271 25,767
Net unamortized bond discount and premium 190 - 419
1,021 - 26,186
TBTA:
General Revenue Bonds
4.00%-5.77% due through 2038 187 169 6,665
Subordinate Revenue Bonds
4.00%-5.77% due through 2032 59 148 1,631
General Revenue Anticipation Notes
5.0% due through 2015 - - 100
246 317 8,396
Net unamortized b t and premi 14 - 561
8,844 690 260 317 8,957

$ 33,988 $ 2,753 $1,281 $ 317 § 35,143

(884) (983)

$ 33,104 $ 34,160

e Bonds — Prior to 2014, MTA issued forty eight Series of Transportation
Revenue Bon r its General Resolution Authorizing Transportation Revenue Obligations
adopted on Marc in the aggregate principal amount of $25,288.93. The Transportation Revenue
Bonds are MTA’s speecial obligations payable solely from transit and commuter systems revenues and
certain state and local operating subsidies.

On February 18, 2014, Standard & Poor’s Rating Services raised its long-term rating on MTA’s
Transportation Revenue Bonds outstanding to “A+” from “A”.

On February 21, 2014, MTA issued $400 of MTA Transportation Revenue Bonds, Series 2014A, to
finance existing approved transit and commuter projects, and to refund certain outstanding Transportation
Revenue Bonds.

-71 -

Master Page # 86 of 476 - Audit Committee Meeting 4/29/2015



On April 17, 2014, MTA issued $500 of MTA Transportation Revenue Bonds, Series 2014B, to finance
existing approved transit and commuter projects.

On May 15,2014, MTA effected a mandatory tender and remarketed $50 of MTA Transportation Revenue
Bonds, Subseries 2012A-2, because its current Interest Rate Period was set to expire by its terms. The
Subseries 2012A-2 bonds will continue in term rate mode as floating rate notes, with an interest rate of
SIFMA plus a market determined spread. The final maturity of these notes will be November 15, 2041.

On May 27, 2014, MTA effected a mandatory tender and remarketed $200 of MTA Transportation
Revenue Variable Rate Refunding Bonds, Subseries 2002D-2, because its current Interest Rate Period was
set to expire by its terms. The Subseries 2002D-2 bonds will continue i rate mode as floating rate
notes, with an interest rate of 69% of one-month Libor plus a market d ined spread. The final maturity
of these notes will be November 1, 2032.

On June 17, 2014, Standard & Poor’s Rating Services raised its issuer credit rating on MTA to “AA-"and
its long-term rating on MTA’s Transportation Revenue Bo&standing to “AA” from “A+".

On June 26, 2014, MTA issued $500 of MTA Transportation Revenue Bonds, Seri 4C, to finance
existing approved transit and commuter projects Series 2014€ bonds were iss s tax-exempt
fixed-rate bonds with a final maturity of November 15, 203

Transportation Revenue Variable Rate Ri ing Bonds, Subseries 2002G-1f. The Subseries 2002G-1f
bonds will continue in term rate mode as floating, rate notes, with“an interest rate of 67% of 1-month
LIBOR plus 0.48%. The Purchase Date of the Scries 2002G-1f bondsrovember 1, 2018, with a final
maturity of November 1, 2026.

On September 10, 2014, MTA effectedﬂn optional mandato er and remarketed $42.575 of MTA

On September 10, 20144MTA effected an opti mandatory tender and remarketed $84.450 of MTA
onds, Subseries 2012G-1. The Subseries 2012G-1
ate notes, with an interest rate of 67% of 1-month
2012G-1 bonds is November 1, 2019, with a final

A effected a !andatory tender and remarketed $99.560 of MTA

ortation Revenue Variable'Rate Bonds, Series 2011B as the irrevocable direct—pay letter of credit
by Bank of America, N.A. was set o ¢ expire by its terms on September 12, 2014. The Series 2011B
eekly mode to a term rate mode as floating rate notes with an interest rate
s 0.35%. The Purchase Date of the Series 2011B bonds is November 1,
ovember 1, 2041.

On September 014, A effected a Notice of Extension stating that the direct pay letter of credit
with Landesbank Hessen-Thiirringen Girozentrale, New York Branch (Helaba) that was set to expire on
November 10, 2014, will be renewed. The renewal extends the existing letter of credit for three years to
November 10, 2017

On October 30, 2014, MTA effected a mandatory tender and remarketed through competitive bidding
$111.220 of Transportation Revenue Bonds, Subseries 2008B-4. The Subseries 2008B-4 bonds will
continue in the term rate mode as a 5-year soft put bond with a reset date of November 15, 2019.

On October 30, 2014, MTA issued $335 of MTA Transportation Revenue Bonds, Series 2014D-1, and on

November 4, 2014, MTA issued $165 of MTA Transportation Revenue Bonds, Series 2014D-2 to finance
existing approved transit and commuter projects. The Series 2014D-1 bonds were issued as tax-exempt
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fixed-rate bonds. The Series 2014D-2 bonds were issued in term rate mode as floating rate notes, with an
interest rate of SIFMA plus 0.36%. Both series of bonds have a final maturity of November 15, 2044.

On December 18, 2014, MTA effected a mandatory tender and remarketed $75.700 of Transportation
Revenue Bonds, Subseries 2005E-2.

MTA Bond Anticipation Notes — From time to time, MTA issues Transportation Revenue Bond
Anticipation Notes in accordance with the terms and provisions of the General Resolution described above
in the form of commercial paper to fund its transit and commuter capital needs. The interest rate payable
on the notes depends on the maturity and market conditions at the time of issuance. Payment of principal
and interest on the notes are additionally secured by letters of credit iss v“[D Bank, N.A., Barclays
Bank, and Citibank, N.A. As of December 31, 2014, MTA had$550 of commercial paper notes
outstanding.

In addition to the Bond Anticipation Notes issued in the commercial paper formras described above, as of
December 31, 2014, MTA had $200 of Bond Anticipatio s 1ssued pursuantyto the Note Purchase
Agreement with Merrill Lynch, Pierce, Fenner & Smith Incorporated and $100 of Bond.Anticipation Notes
issued pursuant a Revolving Credit Agreement with KeyBank, N.

The MTA Act requires MTAHQ to periodically (at least cac
with bonds.

ticipation notes

MTA Revenue Anticipation Notes - O\Wry 9,2014, MTA closed a $350 revolving working capital
liquidity facility with the Royal Bank of. Canada which is expected to remain in place until July 7,
2017. Draws on the facility will be taxable, as such this facility is int?d to be used only for operating
needs of MTA and the related entities. No draws have been'made on the facility to date.

MTA State Service Contract Bonds — Prior t 14, MTA issued two Series of State Service Contract
Bonds secured under its State Service Contract Obligation Resolution adopted on March 26, 2002, in the
aggregate princip t of $2,395. Currently, outstanding bonds are $286.56. The State Service
Contract Bonds are s special obligations payablesSolely from certain payments from the State of
New York under a servi .

MTA i ds — Prior to! I 4, MTA issued nineteen Series of Dedicated Tax Fund

ecured under its'Dedicated Tax Fund Obligation Resolution adopted on March 26, 2002, in the
ate principal amount.of $8,733.66.Fhe Dedicated Tax Fund Bonds are MTA’s special obligations
olely from monies held in the Pledged Amounts Account of the MTA Dedicated Tax Fund. State
revenies and MMTOA revenues (described above in Note 2 under
eposited, subject to appropriation by the State Legislature, into the MTA

On June 18, 201 T Aseffected a mandatory tender and remarketed $170.805 of MTA Dedicated Tax
Fund Bonds, Subscries 2008A-1, because the irrevocable direct-pay credit facility issued by Morgan
Stanley Bank, N.A was set to expire by its terms and thus was substituted with an irrevocable direct-pay
credit facility issued by Royal Bank of Canada.

In June 20, 2014, MTA effected a mandatory tender and remarketed $170.795 of MTA Dedicated Tax
Fund Bonds, Subseries 2008 A-2, because the irrevocable direct-pay credit facility issued by The Bank of
Tokyo-Mitsubishi UFJ, Ltd. was set to expire by its terms. The Subseries 2008A-2 bonds continued in
term rate mode as floating rate notes.

On November 3, 2014, MTA effected a mandatory tender and remarketed $35 of Dedicated Tax Fund
Refunding Bonds, Subseries 2008B-3a and $44.740 of Dedicated Tax Fund Refunding Bonds, Subseries
2008B-3c. The Subseries 2008B-3a and 2008B-3¢ bonds will both continue in the term rate mode as
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floating rate notes. The final maturity of the Series 2008B-3a and 2008B-3c bonds are November 1, 2028
and November 1, 2034, respectively.

MTA Certificates of Participation — Prior to 2014, MTA (solely on behalf of MTA Long Island Rail
Road and MTA Metro-North Railroad), MTA New York City Transit and MTA Bridges and Tunnels
executed and delivered three Series of Certificates of Participation in the aggregate principal amount of
$807.3 to finance certain building and leasehold improvements to an office building at Two Broadway in
Manhattan occupied principally by MTA New York City Transit, MTA Bridges and Tunnels, MTA
Capital Construction, and MTAHQ. The aggregate principal amount of $807.3 includes approximately
$357.9 of refunding bonds. The Certificates of Participation represent proportionate interests in the
principal and interest components of Base Rent paid severally, but jointly, in their respective
proportionate shares by MTA New York City Transit, MTA, and MT 1dges and Tunnels, pursuant to
a Leasehold Improvement Sublease Agreement. The Certific Participation are currently
outstanding in the amount $84.675.

MTA Bridges and Tunnels General Revenue Bonds — Prior to 2014, MTA Bridges and Tunnels issued
twenty-two Series of General Revenue Bonds secured undi eneral Resolution\Authorizing General
Revenue Obligations adopted on March 26, 2002, 1? the aggregate pr1nc1pal am of $11,311. The

General Revenue Bonds are MTA Bridges and Tunfiels’ general y from the

net revenues collected on the bridges and tunnels operated idges and Tunne

On January 2, 2014, MTA effected a mandatory tender and eted $66.3 of MTA Triborough Bridge
and Tunnel Authority General Revenue Bonds, Subseries 20 a and 2005B-4b, because the Interest
Rate Period expired according to the ten%he bonds. The Subseties 2005B-4a and b bonds will bear
interest as floating rate notes.

iborough Bridge and 'J%el Authority General Revenue
, to'finan ed capital projects for MTA Bridges
S were iss as tax-exempt fixed-rate notes with a

On January 29, 2014, MTA issued $100 of
Bond Aanticipation Notes (“BANS”), Series 20
and Tunnels’ own faciliti€s. The,Series 2014A
final maturity of Ma

On January 30,
Bonds, Series 2014A to
The Series 2044A bonds
15, 20

issued $250 of TriboroughsBridge and Tunnel Authority General Revenue
ce appr capital projects for MTA Bridges and Tunnels’ own facilities.
sued fixed-rate bonds with a final maturity of November

effectedvasmandatory tender and remarketed $63.650 of TBTA General
08B-2. [The Subseries 2008B-2 bonds will continue in the term rate mode
interest rate of 67% of 1-month LIBOR plus 0.50%. The Purchase Date of
vember 15, 2021, with a final maturity of November 15, 2027.

vember 5, 2014, M
onds, Subserie
te notes, with
the Series B-2 bonds is
On December 014, A effected a mandatory tender and remarketed $38.700 of TBTA General
Revenue Bonds, Subseries 2005B-4c. The Subseries 2005B-4¢ bonds will continue in the term rate mode
as floating rate notes. The final maturity of the Subseries 2005B-4c is January 1, 2030.

MTA Bridges and Tunnels Subordinate Revenue Bonds — Prior to 2014, MTA Bridges and Tunnels
issued ten Series of Subordinate Revenue Bonds secured under its 2001 Subordinate Revenue Resolution
Authorizing Subordinate Revenue Obligations adopted on March 26, 2002, in the aggregate principal
amount of $3,620.1. The Subordinate Revenue Bonds are MTA Bridges and Tunnels’ special obligations
payable generally from the net revenues collected on the bridges and tunnels operated by MTA Bridges
and Tunnels after the payment of debt service on the MTA Bridges and Tunnels General Revenue Bonds
described in the preceding paragraph.
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On September 30, 2014, MTA effected a mandatory tender and remarketed $95.300 of TBTA Subordinate
Revenue Variable Rate Bonds, Series 2000AB and $52.550 of TBTA Subordinate Revenue Variable Rate
Bonds, Series 2000CD, as $147.850 TBTA Subordinate Revenue Variable Rate Refunding Bonds, Series
2000ABCD because the standby bond purchase agreements issued by JPMorgan Chase Bank, N.A. and
Lloyds TSB Bank were set to expire by their terms. The Series 2000AB and Series 2000CD bonds were
converted from weekly rate mode to a term rate mode as floating rate notes and were redesignated as five
subseries of 2000ABCD bonds: 2000ABCD-1; 2000ABCD-2; 2000ABCD-3; 2000ABCD-4; and
2000ABCD-5.

on the aggregate amount of
rovied transit and commuter
1ons, is $41,877 compared with
nt statutory ceiling will allow

Debt Limitation — The New York State Legislature has imposed limitatio
debt that the MTA and MTA Bridges and Tunnels can issue to fund th
capital programs. The current aggregate ceiling, subject to certain ex
issuances totaling approximately $30,023. The MTA expects that
it to fulfill the bonding requirements of the approved Capital Pr

Bond Refundings — From time to time, the MTA and M idges and Tunnelsiissue refunding bonds
to achieve debt service savings or other benefits. The proceeds of refunding bonds generally used to
purchase U.S. Treasury obligations that are placed indrrevocable trusts. The princip interest within
the trusts will be used to repay the refunded debt. The 't t assets and the ded debt are
excluded from the consolidated statements of net position.

There was no known cash investing or financing activity that ed the net asset at the end of the year
ended December 31, 2014.

In accordance with GASB Statement No. 23, Accounting.and Financi orting for Refundings of Debt
Reported by Proprietary Activities, gains or lasses resulting'ftom debt!fundings have been deferred and
will be amortized over the lesser of the remai debt or the life of the new debt.
Additionally, GASB Statement:No. 65, Items as Assets and Liabilities, reclassifies
and recognizes certai ssets and liabilities as one of four financial statement
elements: deferre

resources. Asa opting/GASB Statement No«65, losses on refunding debt are no longer part of
long-term debt, but wer i ately under the section “Deferred Outflow of Resources.”
. the f0110w1uunts of MTA bonds, which have been refunded, remain

t instruments and are seeured solely by and payable solely from their respective irrevocable trusts.

st December 31, December 31,
2014 2013
d Commuter Eacilities:
Transit Fac Revenue Bonds $ 229 $ 262
Commuter Fa e Bonds 246 258
Transit and CommuterFacilities Service Contract Bonds 198 279
Dedicated Tax Fund Bonds 338 635
MTA New York City Transit — Transit Facilities Revenue
Bonds (Livingston Plaza Project) 35 46
MTA Bridges and Tunnels:
General Purpose Revenue Bonds 1,064 1,154
Special Obligation Subordinate Bonds 128 162
Mortgage Recording Tax Bonds 69 94
Total $ 2,307 $2,890
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Debt Service Payments — Principal and interest debt service payments at December 31, 2014 are as
follows (in millions):

MTA BRIDGES AND TUNNELS
MTA Senior Revenue Subordinate Revenue Debt Service

Principal Interest Principal Interest Principal Interest Principal Interest
2015 $ 959 $ 1,295 $ 288 $ 303 $ 47 $ 71 $ 1,294 $ 1,669
2016 662 1,196 208 293 64 68 934 1,557
2017 732 1,147 216 284 68 1,016 1,496
2018 778 1,117 226 274 1,096 1,452
2019 717 1,089 232 264 1,047 1,411
2020-2024 4,114 4,902 1,268 1,148 5,833 6,280
2025-2029 5,255 3,907 1,582 840 7,383 4,885
2030-2034 5,767 2,570 1,551 550 7,583 3,216
2035-2039 4,461 1,307 1,055 178 - - 5,516 1,485
Thereafter 1,772 221 139 15 - - 1,911 236

$25,217 $18,751 $6,765 $4,149 $l 631 $ 787 13 $23,687

The above interest amounts include both fixed - and variabl
for variable rate bonds are as follows:

culations. The interést rate assumptions

e Transportation Revenue Refundi ng ies 2002B — 4.00%,per annum

Series 2002D —4. 45%

e Transportation Revenue Refunding Bon r annum on SubSeries 2002D-

2 taking into account the interest rate swa

es 2002G 542% per annum on SubSeries
p and 4.00% per annum on the unhedged portion

ortation Revenue Bonds, Series 2008B — 4.00% per annum, after the mandatory tender date

jon Revenu
4.00%

onds, Series 2011B — 3.542% per annum taking into account the interest
annum on the unhedged portion

e Transportation Revenue Bonds, Series 2012A —4.00% per annum

e Transportation Revenue Bonds, Series 2012G — 3.563% per annum taking into account the interest
rate swaps

e Dedicated Tax Fund Bonds, Series 2002B — 4.00% per annum

e Dedicated Tax Fund Variable Rate Refunding Bonds, Series 2008A — 3.316% per annum on the
hedged portion related to the interest rate swaps, and 4.00% per annum on the unhedged portion

e Dedicated Tax Fund Variable Rate Refunding Bonds, Series 2008B — 4.00% per annum
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e MTA Bridges and Tunnels Subordinate Refunding Bonds, Series 2000ABCD — 6.08% per annum
on the hedged portion related to the interest rate swaps, and 4.00% per annum on the unhedged
portion

e MTA Bridges and Tunnels General Revenue Refunding Bonds, Series 2001B and Series 2001C —
4.00% per annum

e MTA Bridges and Tunnels General Revenue Refunding Bonds, Series 2002F — 5.404% and 3.076%
per annum taking into account the interest rate swaps and 4% per annum on portions not covered by
the interest rate swaps

e MTA Bridges and Tunnels General Revenue Bonds, Series 2003 .00% per annum

e MTA Bridges and Tunnels General Revenue Bonds, Series A —4.00% per annum except from
November 1, 2027 through November 1, 2030, 3. 076% annum taking into account the interest
rate swap

e MTA Bridges and Tunnels General Revenue R Series 2005B — r annum

based on the Initial Interest Rate Swaps there

ing Bond

e MTA Bridges and Tunnels General Revenue Bonds,
mandatory tender date

008B — 4.00% per annum, after the

o Certificates of Participation, Seri% 2 into account the interest rate

swaps

—13.542% per annu

Tax Rebate Liability — Under the Internal ende Code , the MTA accrues a liability for an
amount of rebateable arbitrage resultlng from in ng low-yielding, tax-exempt bond proceeds in higher-
payable to the federal government every five years.
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Resolution

Transportation Revenue

Transportation Revenue

Transportation Revenue

Transportation Revenue

Transportation Revenue

Transportation Revenue

Transportation Revenue

Transportation Revenue

Dedicated Tax Fund

Dedicated Tax Fund

MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue
MTA Bridges and Tunnels General Revenue

Series

2005D-1
2005D-2
2005E-1
2005E-2
2005E-3
CP-2 (A)
CP-2 (B)
CP-2 (D)
2002B-1
2008A-1
2001B
2001C
2002F
2003B-1
2003B-2
2003B-3
2005A-1
2005A-2
2005A-3
2005B-2a
2005B-2b
2005B-2¢
05B-3

Swap

ZZZHKZZKRZZZ<<KAKK
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Type of

Type of

Provider (Insurer) Facility
Helaba LOC
Helaba LOC
BofA Merrill Lynch LOC
Royal Bank of Canada LOC
PNC Bank LOC
TD Bank, N.A. LOC
Barclays Bank LOC
Citibank, N.A. LOC
State Street Bank SBPA
Royal Bank of LOC
State Street LOC

Liquidity Facility - MTA and MTA Bridges and Tunnels have entered into several Standby Bond Purchase
Agreements (“SBPA”) and Letter of Credit Agreements (“LOC”) as listed on the table below.

Exp. Date

11/7/2015
11/10/2017
10/2/2015
12/15/2017
10/2/2015
9/16/2015
9/16/2015
9/16/2015
3/28/2016
6/16/2017
9/28/2018
9/29/2015
11/1/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
1/31/2015
7/3/2015
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Derivative Instruments

GASB Statement No. 53- Accounting and Financial Reporting for Derivative Instruments
Summary Information at December 31, 2014

N
Notional Amount| FairValue as of
Trade/Hedge | as of 12/31/2014 12/31/2014
($ In Millions) Bond Resolution Series Type of Derivative Association Date (in millions) (in millions)

2 Broadway Certificate of

Investment Swaps Participation 2004A Pay-Fixed Swap 8/10/2004 $95.650 (88.148)
MTA Transportation Revenue

Hedging Swaps Bonds 2002D-2 Pay-Fixed Swap Synthetic Instrument 200.000 (79.115)
MTA Transportation Revenue
Bonds 2012G Pay-Fixed Swap Synthetic Instrument 12/12/2007 358.175 (97.949)
MTA Bridges & Tunnels Sentor [2002F (Citt
Revenue Bonds 2005B) Pay-Fixed Swap Cash Flow Synthetic Instrument 6/2/2005 194.000 (36.506)
MTA Bridges & Tunnels Senior . )
Revenue Bonds 2005B i Cash Flow \ Synthetic Instrument 6/2/2005 582.000 (109.519)
MTA Transportation Revenue  [2005D & 2005E
Bonds  \ Synthet%rument 9/10/2004 400.000 (89.814)
MTA Dedicated Tax Fund Bonds|2008A Pay-Fixed Swap, thetic Instrument 3/8/2005 332.995 (62.154)
MTA Transportation Revenue  [2002G-1_(C Pay-Fixed Swap—
Bonds 2004A) Synthetic Instrument 1/1/2011 181.830 (22.706)
MTA Transportation Revenue  [2014B ay-Fixed Swap
Bonds 4A) Cash Flow Synthetic Instrument 1/1/2011 27.935 (15.967)
MTA Bridges & Tunnels Senio: L
Revenue Bonds 2004A) Pay-Fixed Swap © Cash Flow Synthetic Instrument 1/1/2011 24.060 (4.440)
MTA Bridges & Tunnels s
Subordinate Revenue Bonds 00ABCD Pay-Fixed Swap Cash Flow Synthetic Instrument 8/12/1998 95.300 (12.629)
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The fair value balances and notional amounts of derivative instruments outstanding at December 31, 2014,
classified by type, and the changes in fair value of such derivative instruments from the year ended December
31, 2013 are as follows:

Fair Value at

Changes In Fair Value December 31, 2014
Amount Amount Notional
Classification (in millions) Classification (in millions) | (in millions)

Government activities
Cash Flow hedges:

Deferred outflow of

Pay-fixed interest rate swaps resources ($195.895) ($530.802)]  $2,396.295
Investment hedges: Unrealized
Pay-fixed interest rate swaps investment gain ‘ 1.438 95.650

For the year ended December 31, 2014, the MTA recorded $1.4
in fair market value of certain investment swdps. that are not accoun

n unrealized gain related to the change
as hedging derivatives.

For the year ended December 31, 2014, there derivative inst

derivative instrument to an investment derivative

eclassified from a hedging

The summary above reflects a total number of thirteen (13) swaps and fourteen (14) hedging relationships that
were reviewed for GASB Statement No. 53 Hedge Accounting treagment. Of that total, thirteen (13) hedging

For thirteen (13) hedgin tionships, the Synthetic Instrument Method was utilized to determine
od, iffthe rate determined by dividing the historical Swap
and Bond payments (Fixed Swap ond payments - Floating Swap payments) by the hedge
notional a t produces an,“Actual Synthetic Rate” that is within 90% to 111% of the corresponding fixed
swap ra en the hedging derivative instrumgt is deemed to be effective.

In accorda ith GASB Stat t No. 53, one of the hedging swaps was classified as a swaption for which
a premium eived by MTA Bridges and Tunnels at contract inception as shown in the following Table.
MTA Bridges a nnels have followed the relevant accounting required treatment and are amortizing the
premium over the the swap agreement.

Date of the
Swaption Premium
Bond Resolution Original Series Premium Contract Payment Date
MTA Bridges & Tunnels-Subordinate  |2000AB $22.740 8/12/1998 8/25/1998

Swap Agreements Relating to Synthetic Fixed Rate Debt

Board-adopted Guidelines. The Related Entities adopted guidelines governing the use of swap contracts on
March 26, 2002. The guidelines were amended and approved by the Board on March 13,2013. The guidelines
establish limits on the amount of interest rate derivatives that may be outstanding and specific requirements that
must be satisfied for a Related Entity to enter into a swap contract, such as suggested swap terms and objectives,
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retention of a swap advisor, credit ratings of the counterparties, collateralization requirements and reporting
requirements.

Objectives of synthetic fixed rate debt. To achieve cash flow savings through a synthetic fixed rate, MTA, MTA
Bridges and Tunnels and MTA New York City Transit have entered into separate pay-fixed, receive-variable
interest rate swaps at a cost anticipated to be less than what MTA, MTA Bridges and Tunnels and MTA New
York City Transit would have paid to issue fixed-rate debt, and in some case where Federal tax law prohibits
an advance refunding to synthetically refund debt on a forward basis.

Fair Value. Relevant market interest rates on the valuation date (December 31,
in the following charts. As of the valuation date, all of the swaps had ne
value means that MTA, MTA Bridges and Tunnels and/or MTA New Yo
counterparty that approximate amount to terminate the swap. In the e is a positive fair value, MTA,
MTA Bridges and Tunnels and/or MTA New York City Transit would be entitled to receive a payment from
the counterparty to terminate the swap; consequently, MTA, MTA@Bridges and Tunnelsiand/or MTA New York
City Transit would be exposed to the credit risk of the countefpartiessin the amount of the swaps’ fair value
should a swap with a positive fair value be terminated.

4) of the swaps are reflected
e fair'values. A negative fair
Transit would have to pay the

The fair values listed in the following tables represent é’neor ical co terminate the s as of the date
indicated, assuming that a termination event occurred on that fairvalues were estimated using the
zero-coupon method. This method calculates the future net ent payments required by the swap,
assuming that the current forward rates impli the yield curve co anticipate future spot interest rates.
These payments are then discounted using th ent yield curve for hypothetical
zero-coupon bond due on the date of each futur ‘Termination Risk” below.

ment on the swa

Terms and Fair Values. The terms, fair values an unterpaxtie%ﬁhe oufstanding swaps of MTA and MTA
Bridges and Tunnels, as well as.the swaps enterediintefin connection with the 2 Broadway Certificates of
Participation refunding, are cted in the following tables. The MTA swaps are reflected in separate tables
for the Transportation R ue Bonds and Dedicated Fund Bonds. The MTA Bridges and Tunnels swaps
are reflected in separa for the senior lien and suberdinate revenue bonds.

g

o
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MTA TRANSPORTATION REVENUE B
Notional
Amounts Fair Values
as of as of
Associated Bond Issue 12/31/14 Effective | Fixed Rate 12/31/14
(in millions) Date Paid millions) Counterparty
Series 2002D-2 $200.000 01/01/07 4.450 % $(79.116) 11/01/32 JPMorgan Chase, NA
Series 2002G-1? 181.830 09/22/04 3.092 01/01/30 UBS AG
Series 2005D-1,2 and 300.000 (67.358) 11/01/35 UBS AG
Series 2005E-1,2,3
Series 2005E-1,2,3 100.000 (22.456) 11/01/35 AIG Financial Products
Corp.
Series 2011B®®10) 27. (15.967) 01/01/30 UBS AG
or 67% of one-
month LIBOR -45bp
Series 2012G® 67% of one-month (97.949) 11/01/32 JPMorgan Chase Bank,
LIBOR" NA
Total | $1, $ (305.552)

o London Interbank Offered Rate.

@ On November 28, 2011, MTA Variable Rate Certificates of Participation, Series 2004A associated with the swap in connection with Series 2004A Bonds, were redeemed. Notional
amounts from the Series 2004A swap were reassigned to MTA Transportation Revenue Variable Rate Bonds, Series 2002G-1 and Series 2011B; and MTA Bridges and Tunnels
General Revenue Variable Rate Bonds, Series 2005A.

) November 15, 2012, the Series 2012G swap became effective and the Related Bonds associated with the swap were issued on November 13, 2012. Under the terms of the swap
JPMorgan Chase Bank, NA had an option to terminate the swap prior to the Effective Date. As of June 15, 2012, such option expired unexercised. There are no remaining options
associated with the swap.

-82 -

Master Page # 97 of 476 - Audit Committee Meeting 4/29/2015



MTA DEDICATED TAX FUND BONDS

Notional
Amounts Values
as of Swap
12/31/14 Effective | Fixed Rate Variable Termination
Associated Bond Issue | (in millions) Date Paid Rate Received Date Counterparty
Series 2008 A@G) $332.995 03/24/05 3.316% 67% of one $ (62.154) 1/01/31 Bank of New York
Mellon ©
Total $332.995 $ (62.154)

* On June 25, 2008, the Confirmation dated as of March 8, 2005, between the
Rate Refunding Bonds, Series 2008A. On June 26, 2008, MTA Dedicated Tax
amendment described above, were refunded.

ed to define Related Bonds as MTA Dedicated Tax Fund Variable
ds, Series 2005A associated with the swap prior to the

(5) On October 27, 2011, the outstanding swap associated with DTF 2008 A bonds was-a
Mellon. All other terms of the swap remain unchanged. ;

igroup Financial Products, Inc. to The Bank of New York
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MTA BRIDGES AND TUNNELS SENIOR LIEN REVENUE BONDS

Swap
Notional Effective Fixed Rate Termination
Amounts Date Paid Variable Date
Associated Bond Issue as of Rate Received Counterparty
12/31/14
(in millions)
Series 2002F©® $194.000 07/07/05 3.076% 01/01/32 Citibank, N.A.
Series 2005A@)10) 24.060 09/24/04 3.092 1/30 UBS AG
Series 2005B-2a,b,c, 582.000 07/07/05 (109.519) 01/01/32 33% each — JPMorgan
2005B-3 and 2005B- Chase Bank, NA, BNP
4ab.cde” Paribas North
America, Inc. and UBS
AG
Total $800.060 e $ (150.465)

©® On February 19, 2009, MTA Bridges and Tunnels &

mber 1, 2030, to M
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MTA BRIDGES AND TUNNELS SUBORDINATE REVENUE BONDS

Notional
Amounts
as of Swap
Associated Bond Issue 12/31/2014 Effective | Fixed Rate Variable Termination
(in millions) Date Paid Rate Received 4 Date Counterparty
Series 2000ABCD™®) $95.300 | 01/01/01 6.080% | SIFMA-15 $ (12.629) 01/01/19 | JPMorgan Chase Bank,
1 NA
Total $95.300 $(12.629)

7 In accordance with a swaption entered into on August 12, 1998, each Counterparty pay to MTA Br1 d Tunnels a premium of $22.740.
8) On September 30, 2014, the TBTA Subordinate Revenue Variable Rate Refu g Bonds, Series 2000AB, er with the TBTA Subordinate Revenue Variable Rate Refunding

Bonds Series 2000CD, were redesignated as the Series 2000ABCD Bonds anc

ted from a Weekly a Tezm Mode. The swap now hedges the portion of the Series
2000ABCD bonds that originally related to the Series 2000AB bonds. ‘gﬂ

| 4

e swap in connection with Series 2004A Bonds, were redeemed.
e ﬁdﬂe Bonds, Series 2011B; and MTA Bridges and Tunnels General
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2 Broadway Certificates of Participation Swaps

In addition to the foregoing, MTA, MTA New York City Transit and MTA Bridges and Tunnels entered into
separate ISDA Master Agreements with UBS AG relating to the $357.925 Variable Rate Certificates of
Participation, Series 2004A (Auction Rate Securities) in connection with the refunding of certain certificates of
participation originally executed to fund certain improvements to the office building located at 2 Broadway in
Manhattan. The 2 Broadway swaps have (1) an effective date of September 22, 2004, (2) a fixed rate paid of
3.092%, (3) a variable rate received of the lesser of (a) the actual bond rate, or (b) 67% of one-month LIBOR
minus 45 basis points, and (4) a termination date of January 1, 2030.

On November 28, 2011, certain portions of these swaps were re-associa
including the MTA Bridges and Tunnels General Revenue Bonds,
Revenue Bonds Series 2002G-1 and Series 2011B.

ith other floating rate bonds,
05A and the Transportation

On December 18, 2012, and November 19, 2013, certain portions of these swaps were re-associated with other
floating rate bonds, including the MTA Bridges and TunnelsdGeneral Revenue Bonds, Series 2005A and the
Transportation Revenue Bonds Series 2011B. ‘

The portion remaining that is still associated with the 2004A Certi
amount as of December 31, 2014, of which MTA New York Ci
$20.086, and MTA Bridges and Tunnels for $9.852. As of Decem
remaining portion associated with the 2004A was ($8.148).

rticipation is $95.650 in notional
it is responsible for $65.712, MTA for
2014, the aggregate fair value of the

Counterparty Ratings

The current ratings of the counterparties are as follows as of Decemberi3i; 2014.

Rating{ of the Counterparty
or its Credit Support Provider
&P Moody’s Fitch
- Baal BBB+

AA- Aa2 AA-
A+ Al A+
A A2 A
A+ Aa3 A+
A A2 A
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Swap Notional Summary

The following table sets forth the notional amount of Synthetic Fixed Rate debt and the outstanding principal
amount of the underlying floating rate series as of December 31, 2014 (in millions).

Series Outstanding Principal | Notional Amount
TRB 2012G-4 $73.725 $73.725
TRB 2012G-3 75.000 75.000
TRB 2012G-2 125.000 125.000
TRB 2012G-1 84.45 84.450
TRB2011B 99, 27.935
TRB 2005E-3 75.000 45.000
TRB 2005E-2 75,000 45.000
TRB 2005E-1 100.000 60
TRB 2005D-2 100.
TRB 2005D-1 150.000
TRB 2002G-1 (a, b, c, d, f, g, h) 181.83
TRB 2002D-2 (a, b) 200.000
TBTA SUB 2000ABCD 95.300
TBTA 2005B-4 (a,b,c.d,e) 194.000
TBTA 2005B-3 194.000 194.000
TBTA 2005B-2 (a,b,c) 194.000 194.000
TBTA 2005A-1 56.150| 24.060
TBTA 2005A (2;3) 66.270 (a)
192.915 (a)
195.300 194.000
169.710 166.498
169.720 166.498
85.675 95.650
$3,005.155 $2,491.946

the heading “Rollover Risk,” the swap agreements contain scheduled
ounts that are expected to approximately follow scheduled or anticipated

reductions t anding notion
i f the associated bonds.

reductions in t cipal amou

Risks Associated wi e Swap Agreements
From MTA’s, MTA Bridges and Tunnels’ and MTA New York City Transit’s perspective, the following risks
are generally associated with swap agreements:

e Credit Risk — The counterparty becomes insolvent or is otherwise not able to perform its financial
obligations. In the event of deterioration in the credit ratings of the counterparty or MTA/MTA
Bridges and Tunnels/MTA New York City Transit, the swap agreement may require that collateral
be posted to secure the party’s obligations under the swap agreement. See “Collateralization”
below. Further, ratings deterioration by either party below levels agreed to in each transaction could
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result in a termination event requiring a cash settlement of the future value of the transaction. See
“Termination Risk” below.

e Basis Risk — The variable interest rate paid by the counterparty under the swap and the variable
interest rate paid by MTA, MTA Bridges and Tunnels or MTA New York City Transit on the
associated bonds may not be the same. If the counterparty’s rate under the swap is lower than the
bond interest rate, then the counterparty’s payment under the swap agreement does not fully
reimburse MTA, MTA Bridges and Tunnels or MTA New York City Transit for its interest
payment on the associated bonds. Conversely, if the bond interest rate is lower than the
counterparty’s rate on the swap, there is a net benefit to MTA, M ridges and Tunnels or MTA
New York City Transit.

e Termination Risk — The swap agreement will be termina Ay MTA Bridges and Tunnels
or MTA New York City Transit will be required to make a termination payment to the counterparty
and, in the case of a swap agreement which was entefed into for the purposeiof creating a synthetic
fixed rate for an advance refunding transaction may also be required to take action to protect the
tax exempt status of the related refunding b%s.

nt terminates prior to the final
ssuance, and MTA, MTA Bridges and
hen market rates and cease to receive

e Rollover Risk — The notional amount under the
maturity of the associated bonds on a variable rate
Tunnels or MTA New York City Transit may be expos
the benefit of the synthetic fixed r the duration of th

Credit Risk. The following table shows, as of Dec 1, 2014, the divers ion, by percentage of notional
amount, among the various counterparties that have entered intom Master Agreements with MTA and/or
MTA Bridges and Tunnels, or in connection with the\2 Broadway Certificates of Participation refunding. The
notional amount totals below ifcluderall swaps. The counterparties hgve the ratings set forth above.

Notional Amount % of Total
" (in thousands) Notional Amount

$847,476 34.01%
823,475 33.05
332,995 13.36
194,000 7.79
194,000 7.79
100,000 4.01

$2,491,946 100.00%

The ISDA Master ered into with the following counterparties provide that the payments under

one transaction will be netted@gainst other transactions entered into under the same ISDA Master Agreement:

e JPMorgan Chase Bank, NA with respect to the MTA Bridges and Tunnels Subordinate Revenue
Variable Rate Refunding Bonds, Series 2000ABCD.

e JPMorgan Chase Bank, NA with respect to the MTA Transportation Revenue Variable Rate
Refunding Bonds, Series 2002D-2 and Series 2012G.

Under the terms of these agreements, should one party become insolvent or otherwise default on its obligations,
close-out netting provisions permit the non-defaulting party to accelerate and terminate all outstanding
transactions and net the transactions’ fair values so that a single sum will be owed by, or owed to, the non-
defaulting party.
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The fair market value of MTA's interest rate swaps changes daily primarily as a result of capital markets
changes. Factors that influence LIBOR are interest rates, banks expectations of future rate movements, liquidity
in the capital markets or changes in the value of the dollar. The relative financial health of MTA's counterparties
do not directly impact the fair market value of the transaction.

Collateralization. Generally, the Credit Support Annex attached to the ISDA Master Agreement requires that
if the outstanding ratings of MTA, MTA Bridges and Tunnels or MTA New York City Transit, as the case may
be, or the counterparty falls to a certain level, the party whose rating falls is required to post collateral with a
third-party custodian to secure its termination payments above certain thresho luation amounts. Collateral
must be cash or U.S. government or certain Federal agency securities.

The following tables set forth the ratings criteria and threshold amou to, the posting of collateral set
forth for MTA, MTA Bridges and Tunnels or MTA New York City Transit, as the case may be, and the
counterparty for each swap agreement. In most cases, the counterparty does not have a Eitch rating on its long-
term unsecured debt, so that criteria would not be applicabledn deteﬁining if the counterparty is required to
post collateral.

MTA Transportation Reve

Then the downgraded
party must post
collateral if its estimated
Associated termination payments
Bond Issue are in excess of

Series 2002D-2 $10,000,000

S&P — BBB+

Fitch — BBB and'below or unrated,

Moody’s — Baa2§d below or unrated by
b

S&P & Moody’s, ‘ot
S&P — BBB and below.or unrated

Series 2002G-1 Sei iroadway Certiﬁcates of
Pa
Series 200, Fitch — $10,000,000

Series Moody’s — Baal, or
S&P.— BBB+

Fitch —below BBB+,
Moody’s — below Baal, or
S&P — below BBB+

Series 2011 See 2 Broadway Certificates of
Participation

Series 2012G Fitch — BBB+, $10,000,000
Moody’s — Baal, or
S&P — BBB+

Fitch — BBB and below or unrated,
Moody’s — Baa2 and below or unrated by
S&P & Moody’s, or

S&P — BBB and below or unrated
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MTA Dedicated Tax Fund Bonds

Associated
Bond Issue

If the highest rating of the related MTA bonds
or the counterparty’s long-term
unsecured debt falls to

Then the downgraded
party must post
collateral if its estimated
termination payments
are in excess of

Series 2008 A [Note: for
this swap, MTA is not
required to post collateral
under any circumstances. |

Fitch — AA-, or, Moody’s Aa3, or S&P AA-
Fitch, A+, or Moody’s — A1, or S&P A+
Fitch A, or Moody’s A2 or S&P — A
Fitch A-, or Moody’s A3 or S&P — A-
Fitch — BBB+ and below, or

Moody’s — Baal and below, or

S&P — BBB+ and below

$10,000,000
$5,000,000
,000,000
1,000,000

Q)

2 Broadway Certiﬁcateiof Participation

Then MTA,
and Tunnels
New York City Transit
must post collateral
Associated If the highest rating of the MTA Transpo if its estimated termination
Bond Issue ds falls to payments are in excess of
Series 2004A Fitch — BBB+, ,000,000
Moody’s — Baal, or
S&P — BBB+ \¢
Fitch — BBB and below or unrated,
Moody’s=Baa2 and below orunfated by S&P ﬁ
P — BBB and below or unrate
Then the Counterparty
must post collateral if its
’ estimated termination
payments
unsecured debt falls to are in excess of
Seri 04A Moody’s — Baal or lower, or $ -
S&P — BBB+ or lcw
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MTA Bridges and Tunnels Senior Lien Revenue Bonds

Associated
Bond Issue

If the highest rating of the related MTA
Bridges and Tunnels bonds or the
counterparty’s long-term
unsecured debt falls to

Then the downgraded
party must post
collateral if its estimated
termination payments
are in excess of

Series 2005-A1

See 2 Broadway Certificates of Participation

Series 2002F (swap with Citibank, For counterparty, $10,000,000
N.A.), Series 2005B-2a,b,c, 2005B-3 | Fitch — A-, or Moody’s — A3, or S&P —
and 2005B-4a,b,c,d,e(swap with
JPM,BNP,UBS) For MTA,
Fitch — BBB+, or Moody’s — Ba r S&P= [1$30,000,000
BBB+
For MTA, ~
Fitch — BBB, or Moody’s — Baa2, or S&P —
BBB $15,000,
For counterparty,
Fitch — BBB+ and below, or
Baal below, or S&P — BB $ -
For MTA
Fitch— B elows,or Moody’s — $ -
and below, &P — BBB- below
A Bridges and Tunnels Subordinate Revenue Bonds
\ Then the downgraded
If the highest rating of the related MTA party must post
Bridges and Tunnels bonds or the collateral if its
Associated estimated termination

terparty’s long-term
red debt falls to

payments are in excess
of

N/A. — Because MTA Bridges and Tunnels’ swap payments are insured,
MTMges and Tunnels is not required to post collateral, but JP
Morgan Chase Bank is required to post collateral if its estimated
tefmination payments are in excess of $1,000,000.

Notwithstand1
potential event o
collateralize its obli

foregoin
It as

n the event any downgraded party is responsible for an event of default or
ned in the ISDA Master Agreement, the downgraded party must immediately

tions irrespective of the threshold amounts.

Under each MTA andMTA Bridges and Tunnels bond resolution, the payments relating to debt service on
the swaps are parity obligations with the associated bonds, as well as all other bonds issued under that bond
resolution, but all other payments, including the termination payments, are subordinate to the payment of
debt service on the swap and all bonds issued under that bond resolution. In addition, MTA and MTA Bridges
and Tunnels have structured each of the swaps (other than the 2 Broadway swaps) in a manner that will
permit MTA or MTA Bridges and Tunnels to bond the termination payments under any available bond
resolution.
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Termination Risk. The ISDA Master Agreement sets forth certain termination events applicable to all swaps
entered into by the parties to that ISDA Master Agreement. MTA, MTA Bridges and Tunnels and MTA
New York City Transit have entered into separate ISDA Master Agreements with each counterparty that
govern the terms of each swap with that counterparty, subject to individual terms negotiated in a
confirmation.

The following table sets forth, for each swap, the additional termination events for the following associated
bond issues. In certain swaps, where the counterparty has a guarantor of its obligations, the ratings criteria
apply to the guarantor and not to the counterparty.

MTA Transportation Revenue

Associated

Bond Issue Additio tion Event(s)
Series 2002D-2, Series 2005D-1,2 and Series The ratings by S&P a oody’s‘of the Counterparty or the
2005E-1,2,3 MTA Transportation,Revenue Bonds falls below “BBB-" and
“Baa3,” respectively, orare withdrawn.
Series 2002G-1 See 2 Broadway Certificates of Participati
Series 2012G-1,2,3,4 The rawy S&P and'Moody’s of the Cou:

MTA

“Baa3,” respect
Series 2011B See 2 Broadway

r the
e Bonds falls belo B-” and

ates of Participation

MTA Tax Fund

Associated
Bond Issue
Series 2008A -1,2

Additional Termination Event(s)

The ratings by S&P. or Meddy’s of the Counterparty fall below
“A-"orA3,” respectively, or the ratings of S&P or Fitch with
respea‘the MTA Dedicated Tax Fund Bonds falls below

“BBB”or “Baa2”, in either case the ratings are withdrawn.

W of Participation

Counterparty Additional Termination Event(s)
UBS AG Negative financial events relating to the swap insurer, Ambac
Assurance Corporation.
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MTA Bridges and Tunnels Senior and Subordinate Revenue

Associated
Bond Issue Additional Termination Events
Senior Lien Revenue Bonds
Series 2005A See 2 Broadway Certificates of Participation
Series 2002F (swap with Citibank, N.A.), | The ratings by S&P or Moody’s of the Counterparty fall below
Series 2005B-2a,b,c, 2005B-3 and “BBB+” or “Baal,” respectively, or the ratings of S&P or Moody’s
2005B-4a,b,c,d,e (swap with with respect to the MTA Bridges and Tunnels Senior Lien Revenue
JPM,BNP,UBS) Bonds falls below “BBB” or “Baa2,” respectively, or , in either case the

ratings are withdrawn.

Subordinate Revenue Bonds
Series 2000AB CD 1. MTA Bridges and Tunnels ca

terminate the swap relating to
notice if the Series of Bonds are
converted to a fixed rate, the fixed rate on the converted Bonds is less
than the fixed rate on thefswap and MTA Bridgesiand Tunnels
demonstrates its ability to make the termination payments, or MTA
Bridges and T%IS redeems a portion of the Seri onds and

demonstrates its‘abili e termination pay
2. Negative financial ¢ g tovthe related swap insurer, MBIA.

of such issues with a rating of
&P or “Baa3” or higher as

Rollover Risk. MTA and MTA Bridges and Tunnels are exposed t(kﬁ‘over‘risk on swaps that mature or may be
terminated prior to the maturitysofithe associated debt: When these swaps terminate, MTA or MTA Bridges and
Tunnels may not realize the ctic fixed rate offered b\the swaps ofi the underlying debt issues. The following

debt is exposed to rollove

Bond Swap Termination Date
Maturity Date
MTA Brid Is General Revenue Variable Rate Refunding Bonds, | November 1, 2032 January 1, 2032
(swap with Citibank, N.A.)
es and Tunnels Ge 1 Revenue %able Rate Bonds, Series | January 1, 2033 January 1, 2032
ith Citibank, N.A

Swap payment ' . The following tables contain the aggregate amount of estimated variable-
rate bond debt se payments during certain years that such swaps were entered into in order
to: protect against th i rising interest rates; achieve a lower net cost of borrowing; reduce exposure

to changing interest rates on@ related bond issue; or, in some cases where Federal tax law prohibits an advance
refunding, achieve debt service savings through a synthetic fixed rate. As rates vary, variable-rate bond interest
payments and net swap payments will vary. Using the following assumptions, debt service requirements of
MTA’s and MTA Bridges and Tunnel’s outstanding variable-rate debt and net swap payments are estimated to
be as follows:

e It is assumed that the variable-rate bonds would bear interest at a rate of 4.0% per annum.
e The net swap payments were calculated using the actual fixed interest rate on the swap agreements.
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MTA
(in millions)

Year Ending Variable-Rate Bonds Net Swap
December 31 Payments Total
Principal Interest Y
2015 § 153 $§ 53.1 § (6.6 § 61.8
2016 22.2 52.4 (6.4) 68.2
2017-2021 222.5 241.7 (29.0) 435.2
2022-2026 331.6 186.9 (20.4) 498.1
2027-2031 617.0 351.7 (11.1) 957.7
2032-2035 370.8 152.3 2.2) 520.9
MTA Bridges and Tunnels
(in millions)
Year Ending Variable-Rate Bonds \Net Swap
December 31 Principal Interes Payments
2015 $§ 332
2016 56.2
2017-2020 190.6 320.8
2021-2025 170.3 303.2
2026-2030 408.3 491.9
2031-2035 350.2 357.6

S

LEASE TRANSACTIONS

&
sactions: Subway Cars — During 1995, MTA Bridges and Tunnels entered into
ion with'a third party whereby MTA Bridges and Tunnels sold certain subway
d by MTA New York City Transit, for net proceeds of $84.2. These cars were
nd Tunnels under a capital lease. The advanced credit of
eased assets, and the assets were recontributed to the

Leveraged Lease
a sale/leaseback
cars, which were cont
subsequently leased bac

as placed inan irrevocable deposit account at ABN AMRO Bank N.V. and
sury Strips. The estimated yields and maturities of the deposit account and
d to be sufficient to meet all of the regularly scheduled obligations under
cluding the 2016 purchase option, if exercised. The capital lease obligation
liabilities. At the end of the lease term MTA Bridges and Tunnels has the
ay cars for approximately $106, which amount has been reflected in the net
present value of the lease obligation, or to make a lease termination payment of approximately $89.

Leveraged Lease Transactions: Qualified Technological Equipment — On December 19, 2002, the
MTA entered into four sale/leaseback transactions whereby MTA New York City Transit transferred
ownership of certain MTA New York City Transit qualified technological equipment (“QTE”) relating to
the MTA New York City Transit automated fare collection system to the MTA. The MTA sold that
equipment to third parties and the MTA leased that equipment back from such third parties. Three of those
four leases were terminated early and are no longer outstanding. The fourth lease expires in 2022, at
which point the MTA has the option of either exercising a fixed-price purchase option for the equipment
or returning the equipment to the third-party owner.
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Under the terms of the outstanding sale/leaseback agreement the MTA initially received $74.9, which was
utilized as follows: The MTA paid $52.1 to an affiliate of the lender to the third party, which affiliate has
the obligation to pay to MTA an amount equal to the rent obligations under the lease attributable to the
debt service on the loan from the third party’s lender. The MTA also purchased U.S. Treasury debt
securities in amounts and with maturities, which are expected to be sufficient to pay the remainder of the
regularly scheduled lease rent payments under the lease and the purchase price due upon exercise by the
MTA of the related purchase option if exercised.

Leveraged Lease Transaction: Subway Cars — On September 3, 2003, the MTA entered into a
sale/leaseback transaction whereby MTA New York City Transit transf ownership of certain MTA
New York City Transit subway cars to the MTA, the MTA sold those.¢ars to a third party, and the MTA
leased those cars back from such third party. The MTA subleased th MTA New York City Transit.
The lease expires in 2033. At the lease expiration, the MTA has¢the optiomof either exercising a fixed-
price purchase option for the cars or returning the cars to the third-party owner.

Under the terms of the sale/leaseback agreement, the MTA initially received $168.1ywhich was utilized
as follows: The MTA paid $126.3 to an affiliate ofﬂé of the lenders to the third pa ich affiliate has

the obligation to pay to the MTA an amount equ

party’s lender are guaranteed by American International Gr
U.S. Treasury securities in amounts and with maturities

. TA also purchased FNMA and
are sufficient to make the lease rent

Leveraged Lease Transactions: Subway Cars-<On September?25, 2003, and September 29, 2003, the
MTA entered into t ale/leaseback transactions whereby MTA New York City Transit transferred
in MTA New York City Transitisubway cars to the MTA, the MTA sold those cars to
third parties, an leased those cars back from such third parties. The MTA subleased the cars to

MTA New York City it. Both leases expire in 2033. At the lease expiration, MTAHQ has the option
of either exercising a fixe purclwhe cars or returning the cars to the third-party owner.
e terms of the sale/leaseback agreements, the MTA initially received $294, which was utilized as
s: In the case of'one of the lcases; the MTA paid $97 to an affiliate of one of the lenders to the third
ich affiliate has'the obligation to pay to the MTA an amount equal to the rent obligations under
tributable to th t service on the loan from such third party’s lender. The obligations of the
h third party’s lender are guaranteed by American International Group, Inc. In the case of
ased U.S. Treasury debt securities in amounts and with maturities, which
are sufficient MTA 4o make the lease rent payments equal to the debt service on the loan from the
lender to that third party{ In the case of both of the leases, the MTA also purchased Resolution Funding
Corporation (“REFCO”) debt securities that mature in 2030. Under an agreement with AIG Matched
Funding Corp. (guaranteed by American International Group, Inc.), AIG Matched Funding Corp. receives
the proceeds from the REFCO debt securities at maturity and is obligated to pay to the MTA amounts
sufficient for the MTA to pay the remainder of the regularly scheduled lease rent payments under those
leases and the purchase price due upon exercise by the MTA of the purchase options if exercised. The

amount remaining after payment of transaction expenses, $24, was the MTA’s net benefit from these two
transactions.

On September 16, 2008, the MTA learned that American International Group, Inc. was downgraded to a
level that under the terms of the transaction documents for the sale/leaseback transaction that closed on
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September 29, 2003, the MTA is required to replace or restructure the applicable Equity Payment
Undertaking Agreement provided by AIG Financial Products Corp. and guaranteed by American
International Group, Inc. On December 17, 2008, MTA terminated the Equity Payment Undertaking
Agreement provided by AIG Financial Products Corp. and guaranteed by American International
Group, Inc. and provided replacement collateral in the form of U.S. Treasury strips. The Resolution
Funding Corporation (“REFCO”) debt security that was being held in pledge was released to MTA. On
November 6, 2008, the MTA learned that Ambac Assurance Corp., the provider of the credit enhancement
that insures the MTA’s contingent obligation to pay a portion of the termination values upon an early
termination in both the September 25, 2003 and September 29, 2003 transactions, was downgraded to a
level that required the provision of new credit enhancement facilities for eachlease by December 21, 2008.

On December 17,2008, MTA terminated the Ambac Assurance Co y bond for the lease transaction
that closed on September 25, 2003 and provided a short-term U.S <Treasury debt obligation as replacement
collateral. The cost of the replacement collateral was $32. As a result of a mark-to-market of the securities
provided as collateral as of January 31, 2009, $8 of such $324n eollateral value wasyreleased back to MTA
in February 2009. As a result of a mark-to-market of thé securities provided as‘collateral as of January
2012, $10 of such $34 in collateral value was released back to MTA in February 2 s of December
31, 2014, the market value of total collateral fund s $36.5.

On January 12, 2009, MTA provided a short-term U.S. T ebt obligation as additional collateral
he lease transaction that closed on
September 29, 2003. From time to time, itional collateral ha required to be added such that the
total market value of the securities being ditional collate expected to be sufficient to pay
the remainder of the regularly scheduled le payments under th e. As of December 31, 2014,

the market value of total collateral funds was $51.5.

Other Lease Transactions==0n July 29, 1998, .the MTA, (solely on behalf of MTA Long Island Rail
Road and MTA Met orth‘Railroad, MTA New York City‘Transit, and MTA Bridges and Tunnels)
entered into a leasg/and related agreements whereby each agency, as subleasee, will rent, for an initial
ly 50 years, an office building.at Two Broadway in lower Manhattan. The lease
ant to certain provisions, is renewable for two additional 15-year
WSG of land) and capital (for the lease of the building)
e initial lease term are $1,602 with rent being abated
commencement,date through June 30, 1999. During 2013, the MTA made rent payments of $23.
nection with the'renoyation of the building and for tenant improvements, the MTA issued $121 and
tively, of certificates of participation. In 2004, it issued approximately $358
thatepartially refunded the two previously issued certificates. As of
84.675 in certificates of participation outstanding. (See Note 8). The office
incipally occupied by MTA New York City Transit, MTA Bridges and
ruction, and MTAHQ.

On April 8, 1994, the MTA amended its lease for the Harlem/Hudson line properties, including Grand
Central Terminal. This amendment initially extends the lease term, previously expiring in 2031, an
additional 110 years and, pursuant to several other provisions, an additional 133 years. In addition, the
amendment grants the MTA an option to purchase the leased property after the 25th anniversary of the
amended lease, subject to the owner’s right to postpone such purchase option exercise date for up to an
additional 15 years if the owner has not yet closed the sale, transfer or conveyance of an aggregate amount
of 1,000,000 square feet or more of development rights appurtenant to Grand Central Terminal and the
associated zoning lots . The amended lease comprises both operating (for the lease of land) and capital
(for the lease of buildings and track structure) elements.
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In August 1988, the MTA entered into a 99-year lease agreement with Amtrak for Pennsylvania Station.
This agreement, with an option to renew, is for rights to the lower concourse level and certain platforms.

The $45 paid to Amtrak by the MTA under this agreement is included in other assets. This amount is
being amortized over 30 years. In addition to the 99-year lease, MTA Long Island Rail Road entered into
an agreement with Amtrak to share equally the cost of the design and construction of certain facilities at
Pennsylvania Station. Under this agreement, the MTA may be required to contribute up to $60 for its share
of the cost. As of December 31, 2000, the project was closed and $50 was included in property and
equipment.

Total rent expense under operating leases approximated $60.3 and $ for the years ended December

31, 2014 and 2013 respectively.

At December 31, 2014, the future minimum lease payments under non-cangelable leases are as follows

(in millions):

Capital

2015 29
2016 34
2017 121
2018 23
2019 25
20202024 217 172
2025-2029 280 109
2030-2034 288 548
2035-2039 247 136
20402044 247 149
Thereafter 529 289
$ 2,092 1,635

(1,120)
515
rrent present va f capital lease obligations 10
resent value of capital lease obligations § 505
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Capital Leases Debt Schedule
For the Years Ended December 31, 2013 and 2014
(in millions)

December 31, December 31,
Description 2013 Increase Decrease 2014

Hawaii $ 19 $ - 8 18 3 1
Sumitomo 15 - - 15
Met Life 5 - - 5
Met Life Equity 19 - - 19
Bank of New York 1 - 1 -
Bank of New York 22 - 22
Bank of America 28 - 30
Bank of America Equity 16 - 16
Sumitomo 42 1 3 40
Met Life Equity 43 2 - 45
Grand Central Terminal & Harlem Hudson N

Railroad Lines 15 - 15
2 Broadway Lease Improvement A 161 164
2 Broadway 38
Subway Cars 105
Total MTA Capital Lease Debt 527§ 24§ 515
Current Portion Obligations under Capital
Lease 27 PY 10
Long Term Portion Obligations,under Capital
Lease S 500 ¢ $ 505

FUTURE OPTION

IslaMtered into an Air Space Parcel Purchase and Sale

, Atlantic Yards Development Company, LLC (“AADC”) pursuant to
AADC has agreed'to purchase. fee title to six parcels of air space above the MTA Long Island
Atlantic Yard in Brooklyn, New York. Initial annual payments of $2 (covering all six parcels)
d on June 1, 2 nd are/due on the following three anniversaries of that date. Starting on
and continui n each anniversary thereof through and including June 1, 2031, an annual
option pay in the amount of $11.03 is due. The Agreement provides that all such payments are (i)
fully earned b A as of the date due in consideration of the continuing grant to Developer of the rights
to purchase the spacefparcels, (ii) are non-refundable and (iii) shall be deemed to be payments on
account of successive annual options granted to AADC.

After AADC and its affiliates have completed the new yard and transit improvements to be constructed
by them at and in the vicinity of the site, AADC has the right from time to time until June 1, 2031, to close
on the purchase of any or all of the six air rights parcels. The purchase price for the six parcels is an
amount, when discounted at 6.5% per annum from the date of payment that equals a present value of $80
as of January 1, 2010. The purchase price of any particular air space parcel is equal to a net present
value as of January 1, 2010 of the product of that parcel’s percentage of the total gross square footage of
permissible development on all six air space parcels multiplied by $80.
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11. ESTIMATED LIABILITY ARISING FROM INJURIES TO PERSONS

A summary of activity in estimated liability as computed by actuaries arising from injuries to persons,
including employees, and damage to third-party property, for the years ended December 31, 2014 and
December 31, 2013 is presented below (in millions):

December 31, December 31,
2014 2013
Balance — beginning of year 2,312 $ 2,059

Activity during the year:

Current year claims and changes in estimates 583 720
Claims paid (386) (467)
Balance — end of year g \ N 2.5 2,312
Less current portion A (41 (372)
Long-term liability $ 1,940
See Note 2 for additional information on
12. COMMITMENTS AND CONTINGENCI \_‘
The MTA Group moni i i presence of/pollutants and/or hazardous wastes and
evaluates its exposureé wi “When the expense, if any, to clean up pollutants and/or

at th1s time, management believes that losses, if any, in excess of
from thoWons will not be material to the financial position, results of

ions, or cash flows ofithe MTA.

-99 -

Master Page # 114 of 476 - Audit Committee Meeting 4/29/2015



13.

POLLUTION REMEDIATION COST

Effective 2008, pollution remediation costs are being charged in accordance with the provision of GASB
Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations. The
Statement establishes standards for determining when expected pollution remediation outlays should be
accrued as a liability or, if appropriate, capitalized. An operating expense and corresponding liability,
measured at its current value using the expected cash flow method, have been recognized for certain
pollution remediation obligations that are no longer able to be capitalized as a component of a capital
project. Pollution remediation obligations, which are estimates and subject to,changes resulting from price
increases or reductions, technology, or changes in applicable laws or re ons, occur when any one of
the following obligating events takes place: ‘

e An imminent threat to public health due to pollution exists;

e MTA is in violation of a pollution prevention-related perm'Qr license;

e MTA is named by a regulator as a responsiblefor potentially responsible p participate in
remediation;

e MTA is named or there is evidence to indicate tha
participation in remediation activities; or

be named in a lawsuit that compels

es itself to com remediation efforts.

mmi current value using the expected
cash flow method have been recognized for certain pollution remiediéation obligation that previously may
not have been required tob€Tecognized, or are nolonger able to be capitalized as a component of a capital
project. For the year nd 2013, thé MTA has recognized a total cost of $21
and $14 and pollutién remediation liability of $99 and $109, respectively.
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14. FUEL HEDGE
MTA partially hedges its fuel cost exposure using financial hedges. All MTA fuel hedges pro for up to 24 monthly settlements. The table
below summarizes twenty-three (23) active ultra-low sulfur diesel (“ULSD”’) hedges:
JPM -
Counterparty Ventures JPM - JPM -
Energy Ventures Ventures J. Aron & J. Aron &
Corp Energy Corp |Energy Corp| Company Company
Trade Date 12/19/2012| 2/21/2013 | 4/23/2013 4/23/2013 6/6/2013 9/10/2013
Effective Date 12/1/2013 1/1/2014 5/1/2013 5/1/2013 5/1/2014 8/1/2014
Termination Date 12/31/2014| 1/31/2015 3/31/2015 3/31/2015 4/30/201 8/31/2015
Price/Gal $2.8705 $2.9425 $2.7700 $2.7700 $2.8142 $2.8240
Original Notional N
Qnty ($) 15,981,638 11,027,445 | 4,494,141 4,494,141 7,702,834 18,420,266 8,439,456 15,441,167
JPM - Bank of Bank of Bank of
Ventures America JPM - JPM - America Ameri
Counterparty
Energy Merrill Ventures Ventures Merri J. Aron &
Corp Lynch Energy Corp | Energy Corp Company
Trade Date 11/19/2013| 1/29/2014 2/26/2014 3/31/2014 z 7/2/2014
Effective Date 11/1/2014 | 12/1/2014 /1/2014 7/1/2014
Termination Date 10/31/2015| 12/31/2015 4/30/2016 | 5/31/2016 | 1/31/2015
Price/Gal $2.7867 $2.7690 $2.8630 $2.9265 $2.8985
Original Notional
Qnty ($) 7,636,954 | 15,299,678 | 7,850,843 8,644,395 5,852,793
HHH|I||.|I|
Bank ”E]a\]r“(H)fl 4 Bank of
Counterparty America America America JPM -
J. Aron & Merrill errill Merrill Ventures
Company Lynch Lynch Energy Corp
Trade Date 7/2/2014 | 7/29/2014 | 8/27/2014 10/29/2014 | 11/25/2014 | 12/23/2014
Effective Date 7/1/2014 7/1/2015 8/1/2015 4/1/2015 10/1/2015 11/1/2015 12/1/2015
Termination Date 2/28/2015 | 6/30/2016 |»7/31/2016 9/30/2016 | 10/31/2016 | 11/30/2016
Price/Gal $2.8825 $2.8645 $2.5510 $2.3950 $2.0340
Original Notional
Qnty ($) 4,074,192 8,461,232 8,050,125 7,487,723 7,029,766 5,970,231

The monthly settlements are based on the dailygprices of the respective commodities whereby MTA will either receive a payment, or make a payment
to the various counterparties depending on the average monthly price of the commodities in relation to the contract prices. As of December 31, 2014,
the total outstanding notional value of the ULSD contracts was 54.3 million gallons with a decrease in fair market value of $48.2.

- 101 -

Master Page # 116 of 476 - Audit Committee Meeting 4/29/2015



15. OPERATING ACTIVITY INFORMATION

Bridges
and Consolidated
(In millions) MTA Commuters Transit Tunnels  Eliminations Total
December 31, 2014
Operating revenue $ 250 $ 1,413 $ 4,616 $ 1,698 $ 7 $ 7,970
Depreciation and amortization 85 557 1,520 104 - 2,266
Subsidies and grants 3,784 - 2,690 (2,533) 3,949
Tax revenue 1,026 - 1,068 (268) 1,826
Interagency subsidy (638) - (266) 266 -
Operating (loss) surplus (1,094) (1,973) (5,902) 11 (7,878)
Net surplus (deficit) (1,307) 213 9) (923)
Payment for capital assets 4,606 4,576
December 31, 2014
Total assets and deferred outflows
of resources 14,679 68,628
Net working capital 2,698 1,324
Long-term debt — (including
current portion) 26,186 (10) 35,143
Net position (deficit) (17,26 (157) 13,282
December 31, 2014
Net cash (used in)/provided by
operating activities (840) (10) (3,817)
Net cash provided by/(used i
noncapital financing acti (623) (3,934) 6,293
Net cash (used in)/pro
capital and related £
activities (955) (600) 4,106 (2,733)
Net cash provided by/(use
investing activities (194) (61) (162) 210
g 47 18 - 358
21 55 14 - 311
el§ agencies issue debt. (Continued)
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16.

Bridges

and Consolidated
(In Millions) MTA Commuters Transit Tunnels  Eliminations Total
December 31, 2013
Operating revenue $ 241 $ 1,344 $ 4,451 $ 1,663 $ - $ 7,699
Depreciation and amortization 99 563 1,421 98 - 2,181
Subsidies and grants 3,657 - 2,707 8 (2,548) 3,824
Tax revenue 933 - 849 - 217) 1,565
Interagency subsidy 614 - 247 (614) (247) -
Operating (loss) surplus (1,050) (1,733) (5,652) 1,108 18 (7,309)
Net (deficit) surplus (10,081) (38) 7 17 9,027 (922)
Payment for capital assets 4,623 263 1,023 (1,576) 4,645

December 31, 2013

Total assets and deferred n,
outflows of resources 13,900 10,234 36,853 5,414
Net working capital 2,878 ) (1,570) 137
Long-term debt — (including A

current portion) 25,144 - -
Net position (deficit) (15,961) 8,839 26,0

December 31, 2013

Net cash (used in)/provided by

operating activities (389) (2,151) a7 (2,329)
Net cash provided by/(used in)

noncapital financing activities 5,064 3,8M0 (3,706) 5,766
Net cash (used in)/provided by

capital and related financing

activities (3,795) (66) (1,208) & (664) 3,436 (2,297)
Net cash (used in)/provi

investing activities (772) 17 (526) 13 287 (1,015)
Cash at beginning of yea 20 " 41 12 - 233
Cash at end of year 25 47 18 - 358

diTunnels agencies issue debt. (Concluded)

Dy

, MTA priced $850 of MTA Transportation Revenue Bonds, Series 2015A, to
and commuter projects. The bonds were offered in two subseries: the 2015A-
ued as fixed-rate serial and term bonds; the 2015A-2 bonds were offered as
FRNs) with an initial purchase date of 5-years. The transaction was led by J.P.
Morgan Securities, togéther with co-senior manager The Williams Capital Group. Hawkins Delafield and
Wood served as bond counsel and Public Financial Management, Inc. served as financial advisor.

On January 22, 2015, the MTA Board approved the fare and tolls increases on MTA New York City Transit
buses and subways, MTA Bus, MTA Staten Island Railway, MTA Long Island Rail Road, MTA Metro-North
Railroad, and MTA Bridges and Tunnels. The new fare and tolls became effective March 22, 2015.

On January 28, 2015, MTA effected a mandatory tender and remarketed $139.825 of TBTA General Revenue
Variable Rate Bonds, Series 2003B, $122.420 of TBTA General Revenue Variable Rate Bonds, Series 2005A,
and $193.100 of TBTA General Revenue Variable Rate Refunding Bonds, Subseries 2005B-2, because the
letters of credit relating to: TBTA General Revenue Variable Rate Bonds, Subseries 2003B-1 and 2003B-3
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Bonds; TBTA General Revenue Variable Rate Bonds, Subseries 2005A-1, 2005A-2, and 2005A-3; and TBTA
General Revenue Variable Rate Refunding Bonds, Subseries 2005B-2a, 2005B-2b, and 2005B-2¢ were set to
expire by their terms.

On January 28, 2015, MTA effected a mandatory tender and remarketed $46.050 of TBTA General Revenue
Variable Rate Bonds, Subseries 2003B-2, because its related letter of credit was set to expire by its terms. The
Subseries 2003B-2 bonds were converted from a weekly variable rate mode into a term rate mode as floating
rate notes with a purchase date in 4 years, with an interest rate of 67% of 1- month LIBOR plus a spread of
0.35%. The final maturity of these bonds is January 1, 2033. Nixon Peabody served as bond counsel and Public
Financial Management, Inc. served as financial advisor.

On January 29, 2015, MTA executed a 2.9 million gallon ultra-low sul iesel fuel hedge with J.P. Morgan
Ventures Energy Corporation at an all-in price of $1.8095/gallo
commodity counterparties participated in bidding on the transaction: Goldmany, Sachs & Co./ J Aron, J.P.
Morgan Ventures Energy Corporation and Merrill Lynch Commodities Inc. The'hedge covers the period from
January 2016 through December 2016. i,

On February 3, 2015, a MTA Metro-North Railroad
rail grade crossing between the Valhalla and Ha
passengers on the train were killed and a number of passe
National Transportation Safety Board (“NTSB”) is con an investigation into the contributing
causes of the accident and has issued i e is no indication from the NTSB’s
Preliminary Report that MTA Metro-No i nectlon with this incident. At the
present time there is insufficient informati of the total losses that may
be associated with defense of claims agai the February 3, 2015 grade
crossing incident. Metro-North has insurance for liability elaitns under the MTA all-agency excess liability
policy issued by FMTAC, which insurance would provide coverage to the Company were losses to be
incurred by the Company in resolvmg claims from the February 3, 2015 grade crossing in an amount

Commodities Inc. at a i .052/gallon. Three of MTA’s existing approved commodity
counterpartiesspatticipated 1 1 : Goldman, Sachs & Co./J Aron, J.P. Morgan Ventures

ynch Commodities Inc. The hedge covers the period from February 2016

19,2015, MTA
roved transit a

ed $275.055 of MTA Transportation Revenue Bonds, Series 2015B, to finance
ommuter projects. Nixon Peabody will serve as bond counsel and Public
serve as financial advisor.

MTA executed a 2.9 million gallon ultra-low sulfur diesel fuel hedge with Merrill Lynch
Commodities Inc. athandall-in price of $1.9195/gallon. Three of MTA’s existing approved commodity
counterparties participated in bidding on the transaction: Goldman, Sachs & Co./ J Aron, J.P. Morgan Ventures
Energy Corporationand Merrill Lynch Commodities Inc. The hedge covers the period from March 2016
through February 2017.

On April 2, 2015, MTA effected a mandatory tender and remarketed $50 of MTA Transportation Revenue
Bonds, Subseries 2012A-3, because its current interest rate period is set to expire by its terms on May 15, 2015.
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2015-2018 Financial Plan (The February Plan)

The February Plan was presented to the Finance Committee on February 23, 2015. It is a re-statement of the
2015 Final Proposed Budget and 2015-2018 Financial Plan (collectively the November Plan or Plan) that were
first presented at the November Board meeting, and adopted by the MTA Board on December 17, 2014. The
February Plan includes the 2015 Adopted Budget and the 2015-2018 Financial Plan (collectively the February
Plan). Unlike the July and November Plans, the February Plan does not include any new initiatives; detailed
information on the programs, initiatives and assumptions included in the November Plan and approved by the
MTA Board in December is not repeated in the February Plan materials.

Tropical Storm Sandy Update

The FTA has approved and executed four grants in the amounts o 86, $684.5, and $787.6. As of
February 26, 2015, MTA has drawn down $183 of the $194 FTA grant for reimbursement of eligible operating
and capital expenses. The FTA grant in the amount of $886 is solely for MTA capital projects and will be used
for recovery projects totaling $802 and for four resiliency projécts totaling $84. As of February 26,2015, MTA
has drawn down $399 of the $886 FTA grant for reimbursément of eligible capital exp
26,2015, MTA has drawn down $17 of the $684.5 FT ant executed in September 20
of eligible capital expenses. The FTA grant in the ntof $787. solely for MTA
was executed on February 11, 2015. As of February 26, 201
grant. The balance of funds to be drawn down from all four
eligible expenses as requisitions are submitted by MTA and app
process.

available to MTA for reimbursement of
by FTA. Additional requisitions are in

Labor Update

In February 2015, MTA Metro-North Railroad reachedd@greements.with its maintenance of way supervisors
represented by the AmerieanpRailway and Airway’ Supervisors Association (“ARASA”), as well as its
bartenders, service wo , carmen, cleaners and helpers represented by Transport Workers Union (“TWU”)
locals 2001 and 20 These agreements all have a term of seventy-eight (78) months from July 16, 2010
through January and mirror the LIRR Labor Coalition agreements with regard to both structure and

are awaiting union ratific Metro-North Railroad has reached agreement with all of its
i echanics, and vehicle and machine operators represented
eamsters Local 808. This group represents approximately 12% of the MTA
orth Railroad represented workforce

% ok sk ok ok ok
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METROPOLITAN TRANSPORTATION AUTHORITY

(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF PENSION FUNDING PROGRESS
($ in millions)

(Unaudited)

LIRR [1]:
Actuarial value of plan assets
Actuarial accrued liability (AAL)
Total unfunded AAL (UAAL) [b-a]
Funded ratio [a/b]
Covered payroll
UAAL as a percentage of covered payroll [c/e]

o Ao o

MaBSTOA [2]:
Actuarial value of plan assets
Actuarial accrued liability (AAL)
Total unfunded AAL (UAAL) [b-a]
Funded ratio [a/b]
Covered payroll
UAAL as a percentage of covered payroll [c/e]

hO A6 o

Total unfunded AAL (
Funded ratio Ja/b]
1

O o o

y”

[2] MaBSTOA issue

January 1 January 1,
2014 2013

$ "485.8 $ 1400.8
1,650.5 1,664.3

1,164.7 1,263.5
29.4 % :

$ 1,764.4
2,702.4

938.0
. 65.3 %
$. 6164 $ 582.1
1403 % 161.1 %
&
$ 0748 $ 0878
0.766 0.819
0.018 (0.058)

97.7 % 107.1 %
$ 2,096.8 $ 0.0
0.9 % 0.0 %

January 1,
2012

$ 4374
1,633.3
1,195.8
26.8 %
40.0
2987.1 %

$ 1,624.3

2,482.8

858.5
65.4 %

$ 576.0
149.1 %

$  1.006
0.992
(0.015)
101.5 %

$ 0.0
0.0 %

parately issued financial statement that is publicly available and

and supplemental information regarding the employee benefit plan.
d by writing to Metropolitan Transportation Authority, Comptroller,
ail Code 1421, Jamaica, NY 11435
ublicly available financial report that includes financial statements and

required supplementary information for the MaBSTOA Plan. That report may be obtained by
writing to MaBSTOA Pension Plan, New York City Transit Authority, Operations Accounting,

2 Broadway, 10th Floor, New York, New York 10004.

[3] Further information about the MNR Plan is more fully described in the separately issued financial
statements which can be obtained by writing to the MTA Metro-North Railroad, Chief Financial
Officer, 420 Lexington Avenue, New York, New York 10170-3739.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS FOR THE MTA POSTEMPLOYMENT BENEFIT PLAN

($ in millions)

(Unaudited)
Unfunded
Actuarial Actuarial Ratio of
Actuarial Accrual UAAL to
Actuarial Value of Liability Covered Covered
Valuation Assets (AAL) Payroll Payroll
Year Ended Date {a} {b} {a} / {c} {d} {c} / {d}
December 31, 2014 January 1, 2012 $ 246 $20,188 $19,942 1.20 % 60.6 457.3 %
December 31, 2013 January 1, 2012 246 20,1 19,94 1.20 6 457.3
17 17,76 - 386.1

December 31, 2012

January 1, 2010
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

SUPPLEMENTARY INFORMATION

SCHEDULE OF CONSOLIDATED RECONCILIATION BETWEEN FINANCIAL PLAN
AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2014

($ in millions)

Financi Statement
Category GAAP Actual Variance
REVENUE:
Farebox revenue $ 5,709 $ 7
Vehicle toll revenue 1,676 7

Other operating revenue 85 (89)

(75)

Total revenue

OPERATING EXPENSES:
Labor:

Payroll
Overtime
Health and welfare
Pensions
Other fringe benefits
Postemployment benefits
Reimbursable overhead

Total labor expenses 10,677 132
Non-labor:
Traction and propulsion p 546 516 (30)
Electricity, fuel and power 272 268 “)
Insurance 50 36 (14)
Claims 223 263 40

4,674 31)
742 5
964 27)

1,329 31)
779 139

2,523 49

(334) 28

375 366 )
568 500 (68)
336 241 (95)

ation project cost: 7 21 14
i 546 526 (20)
224 169 (55)
Total non-labor 3,147 2,906 (241)
Depreciation 2,292 2,266 (26)
Net (recoverables) /expenses related to asset impairment - (1) (1)
Total operating expenses 15,984 15,848 (136)
NET OPERATING LOSS $ (7,939) $ (7,878) $ 61
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

SUPPLEMENTARY INFORMATION

SCHEDULE OF CONSOLIDATED SUBSIDY ACCRUAL RECONCILIATION BETWEEN
FINANCIAL PLAN AND FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2014

($ in millions)

Financial

Statement
Accrued Subsidies Actual GAAP Actual Variance
Mass transportation operating assistance $, 1,564 $ 1,564 $ -
Mass transit trust fund subsidies 621 9 38
Mortgage recording tax 1 and 2 A 18
MRT transfer 2
Urban tax 43
State and local operating assistance 376 -
Station maintenance 164
Connecticut Department of Transportation (C 118 21
Subsidy from New York City for MT A Bus and 472 42
NYS Grant for debt service 17 17
Build American Bonds Subsidy 89 89
Change in fair value of derivative financial instruments (Note 7) - 1 1
Mobility tax ¢ 1,877 1,903 26
FTA/FEMA reimburse

\ - 25 25
. 1 10 9
6,228 6,559 331

tropical storm San
Other nonoperating income

deficit before subsidies and debMVice (7,939) (7,878) 61

(2,264) (1,358) 906

basis: Depreciation 2,292 - (2,292)

Conversion to C sis: OPEB Obligation 2,000 - (2,000)

Conversion to Cash : Pollution & Remediation 7 - (7
Total net operating sutplus/(deficit) before
appropriation, grants and other receipts

restricted for capital projects $ 324 $ (2,677 §  (3,001)

{1} The Financial Plan records on a cash basis while the Financial Statement records on an accrual basis.
{2} The Financial Plan records do not include other nonoperating income or changes in market value.
{3} The Financial Plan records do not include other nonoperating subsidy or expense

for the refunding of NYS Service Contract Bonds.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

SUPPLEMENTARY INFORMATION

SCHEDULE OF FINANCIAL PLAN TO FINANCIAL STATEMENTS RECONCILIATION
FOR THE YEAR ENDED DECEMBER 31, 2014

($ in millions)

|Financial Plan Estimated Operating Loss at December 31, 2014 $  (7,939)]
The Financial Plan Estimate Includes:
FEMA grant revenues shown in Other Operating Revenues (48)
Higher non-labor expenses 246
Higher estimated depreciation expense 26
DS
The Audited Financial Statements Includes:
Higher fare and toll revenues based on final accrual adj ents 15
Higher labor expense related to final actuarial results for OPEB and Wor
Compensation (112)
Higher pension expense related to amortization of prepaid pension (20)
Higher claims expense related to final actuagial results for non-emplo (40)
Higher pollution remediation expense (14)
Intercompany eliminations and other year-end ts 8
Total Operating Reconciling Items 61
|Audited Financial Statement Operating Loss $ (7,878)]
Financial Plan Estimated Surplus after Subsidies and Debt.Service at December 31, 2014 $ 324
The Financial Plan Esti
Debt Service Bond Princip 906
Adjustments for non-cash liab
(2,292)
nded OPEB Expense s (2,000)
ded Pollution Remediation Expense (7 (4,299)
s Includes:
Higher sub and other non-operating revenues as follows: 331
Total Operating nciling Items 61
|Financial Statements Loss Before Appropriations $  (2,677)]

-110 -
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of the Metropolitan Transportation Authority)
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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Financial Statements

We have audited the accompanying statements of net po
wholly owned public benefit corporation subsidiary of
as of December 31, 2014 and 2013, and the related
position and cash flows for the years then ended, and the
collectively comprise the MTA Long Island Rail Road’s
contents.

ues, expenses, an
to,the financial statements, which
statements as listed in the table of

Managements Responsibility for the Finan ‘/
Management is responsible for the preparation.and tation of these financial statements in
accordance with accounting principles generally ‘accept nited States of America; this includes
the design, implementationg@afidsmaintenance of\internal control relevant to the preparation and fair
presentation of the finangi e that are free from material misstatement, whether due to fraud or
error.

Auditor’ s Responsibility

Our responsibility i ini n-these financial statements based on our audits. We
conducted our audits ith auditing standards generally accepted in the United States of
Ame i and perform the audit to obtain reasonable assurance about

W the financial statem >m material misstatement.

cedures to obtain audit evidence about the amounts and disclosures in
rocedures selected depend on the auditor’s judgment, including the

An audit in
the financial

procedures that are appropriate in the circumstances, but not for the purposes of expressing an opinion on
the effectiveness of the MTA Long Island Rail Road’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 financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the MTA Long Island Rail Road as of December 31, 2014 and 2013, and the respective
changes in net position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in the notes to the financial statements, MTA Long Island
MTA. The MTA is a component unit of the State of New York. MTA
significant subsidies from and has material transactions with MTA,
respect to this matter.

oad is a subsidiary of
g Island Rail Road requires
inion is not modified with

Other Matters

Benefit Plan on page 47, be presented to supplement the finan ements. Such information, although
not a part of the financial statements, is required by the Govern 1 Accounting Standards Board who
i g the financial statements in an
lied certain limited procedures to
auditing standards generally accepted in the

ent about the methods of preparing the
information and comparing the information for, co withyanagement’s responses to our
inquiries, the financial statemen ge we obtained during our audits of the financial
statements. We do not«xpres ini ide any assiirance on the information because the
limited procedures do provide evidence to express an opinion or provide any
assurance.

April Zi, 2015

appropriate operational, economic, or histori
the required supplementary information in ac

.
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of the Metropolitan Transportation Authority)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013
(DOLLARS IN THOUSANDS)

1. OVERVIEW OF THE FINANCIAL STATEMENTS

Introduction — The following is a narrative overview and analysis e financial activities of MTA
Long Island Rail Road — Subsidiary of Metropolitan Transportati hority (“MTA”) for the years
ended December 31, 2014 and 2013. This discussion and analysis 1s intended to serve as an introduction
to MTA Long Island Rail Road Road’s financial statements, which have the following components:
(1) Management’s Discussion and Analysis (“MD&A”), ( ncial Statementsj(3) Notes to Financial

Statements.

Management’s Discussion and Analysis— The wing is a
financial activities of MTA Long Island Rail Road for th
This MD&A is intended to serve as an introduction t
statements. It provides an assessment of how MTA Long I ail Road’s position has improved or
deteriorated and identifies the factors in management’s view, significantly affected MTA Long
Island Rail Road’s overall financial position. Itsmay contain opinions, assumptions or conclusions by
MTA Long Island Rail Road’s management, that should not be consiyd a replacement for, and must

ative overview lysis of the
d December 31, 2014 and 2013.
Long Island Rail Road’s financial

be read in conjunction with the financial statements.

The Financial Statementsiinelude — The St ents of Net Position provide information about the
nature and amounts ice capacity that the MTA Long Island Rail Road
presently controls i sets by the MTA Long Island Rail Road that is
applicable to a orting period (deferred outflow of resources), present obligations to sacrifice
resources that the M ail Road has little or no discretion to avoid (liabilities), and
acquisition of net assets w Rail Road that is applicable to a future reporting

ference between assets/deferred outflows of resources

ements of Reven
position chan
expenses, m
twelve mon d can be

Expenses 5}1 Changes in Net Position show how MTA Long Island Rail
during each year and accounts for all of the current and prior year’s
re the success of MTA Long Island Rail Road’s operations over the
to determine how MTA Long Island Rail Road has funded its costs.

The Statements of Cash@Flows provide information about MTA Long Island Rail Road’s cash receipts,
cash payments, and net changes in cash resulting from operations, noncapital financing, capital and
related financing.

The Notes to the Financial Statements— The Notes provide information that is essential to
understanding the financial statements, such as MTA Long Island Rail Road’s accounting methods and
policies. The notes also have the details of cash, capital assets, retirement benefits, lease transactions,
future commitments and contingencies and any other events or developing situations that could
materially affect MTA Long Island Rail Road’s financial position.

-3-
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Required Supplemental Information — The Required Supplemental Information provides information
concerning the MTA Long Island Rail Road’s progress in funding its obligation to provide pension and
other postemployment benefits to its employees.

FINANCIAL REPORTING ENTITY

In 1966, the MTA acquired the capital assets of MTA Long Island Rail Road from the former
Pennsylvania Railroad Company. In February 1980, MTA Long Island Rail Road became a wholly
owned public benefit corporation subsidiary of MTA, pursuant to New York State Public Authorities
Law, whose mission is to continue, develop, and improve public transpostation and to develop and
implement a unified public transportation policy in the New York Met itamarea. MTA Long Island
Rail Road is a part of the related financial reporting group of the MT he MTA is a component unit of
the State of New York.

CONDENSED FINANCIAL INFORMATION

The following sections will discuss the significant chafnges in MTA Long Island Rail Road’s financial
position for the years ended December 31, 2014 and 2013. Additionally, an e tion of major
economic factors that have contributed to these changes is,provided..It should be note for purposes
of the MD&A, summaries of the financial statements ious exhibits gpresented are in
conformity with MTA Long Island Rail Road’s financial s ents, which are prepared in accordance
with accounting principles generally aCﬁited in the United f America. All dollar amounts are in

thousands.

Total Assets, Distinguishing Between Capital A and Other Assets

As of December 31, Increase/(Decrease)
2014 201 2014-2013 2013-2012
Capital assets $ 5,475,064 $ 5,418,260 $ 5,459,310 $ 56,804 $ (41,050)
Other assets 664,627 360,339 > 572,149 304,288 (211,810)

Total assets

~ $ 6,031,459 S 361,02 § (252,860)

ased by $56.8 million or 1% compared to December 2013. The major
re related to capital assets placed into beneficial service, changes to
and changes in accumulated depreciation.

nt Changesin'Assets

capital assets 1

of the incre

ork-in-progr

Significant ad to capital assets resulted from the following:

e Improvements to MTA Long Island Rail Road’s infrastructure road-assets continued under the
2014 Track/Program that provided replacement of various track elements and branches at a cost
of $39.3 million, continued work on replacement of Signal Power Lines along the Right of Way,

replacement and upgrade of Third Rail at various locations, as well as replacement of Concrete
Ties continued for a cost of $54.1 million.

e Continued improvements made to the East River Tunnel Fire and Life Safety project for 1%

Avenue, Long Island City and Standpipe, new elevators at Queens Village and bridge
rehabilitations, Woodhaven Bridge Rehabilitation, Sutphin Boulevard Bridge Protection and the

-4 -
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construction of the Wheel Spur Intermodal Facility and Freight Yard resulted in an additional
$68.9 million in buildings and structures.

e Purchase of construction and track equipment, operating vehicles, construction of substations,
and shop reconfiguration and reliability at a cost of $7.9 million.

Significant changes to construction work-in-progress continued in the following areas:
e Signal and communication construction work-in-progress increased by $34.5 million due to the

emphasis on Positive Train Control, the signal replacement program and Centralized Traffic
Control.

ontinued procurement of new
ventual replacement of the aging M-3

e Passenger cars incurred an additional cost of $25.8 millio
M-9 cars for the East Side Access service, as well ast
fleet.

e Passenger Station rehabilitations contmue for Penn Station and East Si cess at a cost of

$25.8 million.

ion:due to continded work on ERT
ingdale to Ronkonkoma design.

e Line Structures work —in —progress increased by
Rehabilitation, substation replacements and 2™ Tra

e Inter-Agency Security PrOJects
continued efforts increased by $28'9 million.

rojects, Program ‘Administration, and Shops and Yards

These increases are partially offset by increases in ace te ]epreciation and amortization of
$312.7 million.

or 1% compared to December 2012. The major
assets placed 1nto beneficial service, changes to

Improvements to
2013 Track Progr
$66.8 million,
between Me
acement of

TA Dong,Island Rail Road’s infrastructure road-assets continued under the
that providéd replacement of various track elements and branches at a cost
inued work on the Direct Fixation Track Fastening System on the double
and Bellmore, and the installation of the Fiber Optic Network, as well as
crete Ties continued for a cost of $19.4 million.

ts made to the East River Tunnel Fire and Life Safety project for 1% Avenue, Long
Island City. and Standpipe, new elevators at Queens Village and bridge rehabilitations, and

various others, resulted in an additional $269.3 million in buildings and structures.

e Purchase of construction and track equipment, operating vehicles, construction of substations,
and shop reconfiguration and reliability at a cost of $15.8 million.

Significant changes to construction work-in-progress continued in the following areas:

e Signal and communication construction work-in-progress increased by $24.7 million due to the
emphasis on Positive Train Control and the signal replacement program.

-5-
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Passenger cars incurred an additional cost of $28.6 million due to the procurement of new M-9
cars for the East Side Access service, as well as the replacement of the aging M-3 fleet.

Passenger Station rehabilitations continued for Penn Station and East Side Access at a cost of

$11.6 million.

Line Structures work —in —progress decreased by $151.2 million due to the capitalization of the
East River Tunnel Fire and Life Safety project for 1** Avenue, Long Island City and Standpipe.

These increases are partially offset by increases in accumulated depreciation and amortization of

$327.8 million.

>

Total Liabilities, Distinguishing Between Long-Wabilities, and Gther Liabilities

rease)/Increase

As of December31,
2014 2013‘ 201 2013-2012
Current liabilities $ 256,227 $ 239,953 $ 16,274 $ 8,245
Noncurrent liabilities 715,706 632,168 83,538 (268,137)

$ 99812 $ (259,892)

Total liabilities

A Long Island Rail Road represented employees that have not
s of Dee er 31, 2014.

2015 retroactive
ettled their contr:

ed by $259.9 million or 23.0% compared to 2012.

-6-
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Total Net Position, Distinguishing Among Net I nvestment in Capital Assets, and Unrestricted

(Deficit)
As of December 31, (Decrease)/Increase
2014 2013 2012 2014-2013 2013-2012
Net investment in capital assets  $ 5,475,064 $ 5,418,260 $ 5,459,310 $ 56,804 $ (41,050)
Unrestricted deficit (307,306) (511,782) (559,864) 204,476 48,082
N
Total net position $ 5,167,758 $ 4,906,478 $ 261,280 $ 7,032

after liabilities are
et investment in

Net Position represents the residual interest in MTA L
deducted and consist of the net investment in capita
capital assets include capital assets, net of accumu
December 31, 2014 versus 2013
Total net position increased by $261 million in 2014. The 1

capital contributions from the MTA of $ ion offset by an o

December 31, 2013 versus 2012

e was comprised of operating and
ing loss of $1.2 billion.

s comprised of operating and capital
ng loss of $996 million.

Total net position increase
contributions from the

-7-
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Condensed Statements of Revenues, Expenses, and Changesin Net Position

For the Years Ended
December 31,

2014 2013 2012

$ 645,089
(1,670,859) (1,626,667)

Operating revenues $ 706,402
Operating expenses (1,857,762)

Operating loss ,663) (981,578)

Nonoperating revenues:
Operating subsidies from MTA
Capital contributions
FTA/FEMA Reimbursement

588,381
276,187

280,138
17,517

Total nonoperating revenues 1,002,695 864,568

Change in net position 7,032 (117,010)

Net position—Beginning of year 4,899,446 5,016,456

Net position—End $ 4,906,478 $ 4,899,446

-8-
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Revenues and Expenses by Major Source

Operating Revenues

Passsenger Revenues Ridership

Millions

Millions

2014 2013 2012

Tickets

Millions

previous year. Tota ership for 2013 was 83.4 million, 2.0% higher than in 2012. While part of the
increase reflects the 2012 loss of over two million riders due to Superstorm Sandy, the railroad
experienced a surge in train travel over the last three months of 2013, which helped boost ridership to
83.4 million riders and helped make 2013 the seventh best year for ridership in 60 years.

-9-
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Operating Expenses by Major Function

Increase/(Decrease)

2014 2013 2012 2014-2013 2013-2012
Salaries and Wages $ 673,176 $ 522,010 $ 498,181 $ 151,166 $ 23,829
Health and Welfare 92,372 92,601 85,795 (229) 6,806
Pension 177,707 178,457 164,459 (750) 13,998
Other Fringe Benefits 117,951 113,174 98,779 4,777 14,395
Other Post Employment Benefits (OPEB) 131,213 126,782 135,031 4431 (8,249)
Traction and Propulsion Power 90,186 86,498 77,249 3,688 9,249
Fuel for Trains 22,304 24,055 (1,751) 1,110
Insurance 23,378 20,038 v 3,340 4,421
Claims 6,459 5,569 890 95)
Maintenance and Other Operating Contracts 79,382 68,578 10,804 228
Environmental Remediation 5,878 (13,524) 19,402 (19,965)
Professional Service Contracts 26,008 28,274 30,497 (2,266) (2,223)
Materials and Supplies 105,335 96,339 A 88,365 8,996 7,974
Depreciation and Amortization 324,840 332,978 317,340 ) 15,638

Other Expenses 9,825 @3 (21,251)
Reimbursable Overhead (28,252) 84 (4, (1,673)
Total Operating Expenses $ 1,857,762 $ 1,670,859 $ 186,903 $ 44,192
Significant Changes to Operating Expensesin 2014 — ’
Total 2014 operating expenses increased by $1 illion o o over 2013 as follows:
e Salaries a illion or 29.0%. The increase in salaries and wages
was pri ases of 14.9% for represented employees and 6%

Other Post-Emp
ctuarial estimat

ent Beni (OPEB) increased by $4.4 million or 3.5% based on the latest
er Operating Contracts increased by $10.8 million or 15.8% primarily due
intenance and bussing services.

Environmental remediation costs increased $19.4 million or 143.5% primarily due to Jamaica
Capacity and Hicksville Station Improvement projects.

e Materials and Supplies increased by $9.0 million or 9.3% primarily due to an increase in
advance material purchases.

e Depreciation and Amortization decreased $8.1 million or 2.4% primarily due to assets

consisting of signal equipment, corporate time and attendance system, and the corporate asset
management system,reaching full depreciable status.

-10 -
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e Other Expenses decreased by $3.4 million or 25.6%, primarily due to prior period accrual
reversal for Superstorm Sandy and lower mobility tax payments.

e Fuel for Trains decreased $1.8 million or 7.3% primarily due to lower rates and consumption.
Significant Changes to Operating Expensesin 2013 —

Total 2013 operating expenses increased by $44.2 million or 2.7% over 2012 as follows:

e Salaries and Wages increased by $23.8 million or 4.8%. The incr
primarily due to weather related events in 2013 resulting in hi

e in salaries and wages was
overtime costs.

result of the latest actuarial
n from 7.5% to 7.0%.

e Pension costs increased by $14.0 million or 8.5% pri
valuation report, which lowered the interest rate assu

e Other Fringe Benefits increased by $14.4 million M/o primarily as.a result of a write-off of
a railroad unemployment insurance receivabre and higher railroad retire taxes due to the

increase in overtime.

e Other Post-Employment Benefits (OPEB) decrea
an increase in death rates and waiving of cov
population assumption.

b .2 million or 6.1% primarily due to
along with a decrease in the active

imarily due to an increase in

service, as service that had been previously intersupted in prior years was restored.

e Traction and Propulsion Power increased $9.2 million or 12&1

¢ Environmental remediation costs dec $20.0W0r 310% primarily due to a decrease

in the sub-station. project environmental reserve ¢as a result of completing the initial
i investigation. As a resultof the this investigation, it was determined that out of
sites, omly 7 required additional investigation and possible chlordane

reciation and izatW‘BlSﬁ million primarily due to the capitalization of

e East'Riven, Tunnel‘ventilation project at Long Island City and First Avenue in Manhattan
and the 2013 Track program.,

remediation.

ther Expenses
osts of $14.4

eased by $21.2 million or 61.7%, primarily due to Hurricane Sandy clean-
ion in 2012

Significant es to Nonoperating Revenuesin 2014

In 2014, operating subsidies from the MTA increased by $342.4 million or 48.6%. Operating subsidies
are provided by MTA to MTA Long Island Rail Road as part of an MTA approved financial plan.

Increases in operating subsidies primarily relate to:

e Pension costs increased by $302.1 million, primarily due to a $295 million cash infusion by the
MTA into the LIRR Additional Plan and $7.1 million in accelerated payments.

e Payroll, overtime and health benefits increased $128.8 million primarily due to retroactive wage
payments.
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e  Other operating revenues decreased $22.9 million primarily due to lower LIPA payments as a
result of settlement made in 2013 for prior years back to 2009.

These increases in operating subsidies are partially offset by the following:

e Passenger Revenues increased by $28.4 million primarily due to increase in ridership and a full
year impact due to a fare increase effective March 1, 2013.

e Capital and Other Reimbursements increased by $60.1 primarily due to the timing of activity
and reimbursement for capital and other reimbursements.

In 2014, nonoperating capital project subsidies from MTA incr
Nonoperating capital projects subsidies are provided as part of. approved five-year Capital
Program which supports three key imperatives: completion of the restoration'ef the system which began
in 1982; preservation of the investments are made through timelyireplacement of assets; and expansion
of the MTA transportation network to better serve the€conomy of the New: York City region. The
amount of these subsidies is based on scheduled %ct activity occurring during current five-year

by $81.4 million or 29.1%.

capital program lifecycle.

Significant Changes to Nonoperating Revenuesin 2013

In 2013, operating subsidies from the increased by $116.7 million or 20%. Operating subsidies are
provided by MTA to MTA Long Island d as part of an MTAapproved financial plan.

Increases in operating subsidies primarily relate to: 7

primari a $80 million cash infusion by the
3.6 million in accelerated payments.

¢ and health benefits increased $30.6 million primarily due to higher overtime
tes, right of way maintenance, absentee coverage and weather related issues.

e Pension costs increased by $117.9 mi
MTA into the Additional Plan an

e Payroll,
caused by hig

o i increas million primarily due to changes in the production
upport project and maintenance needs.

increases in opera subsidieM partially offset by the following:

enger Revenu creased by $48.7 million due to a fare increase effective March 1, 2013.
al project subsidies from MTA increased by $4.0 million or 1.4%.
Nonoperating ¢ L projécts subsidies are provided as part of the MTA approved five-year Capital
Program which supports three key imperatives: completion of the restoration of the system which began
in 1982; preservation of the investments are made through timely replacement of assets; and expansion
of the MTA transportation network to better serve the economy of the New York City region. The
amount of these subsidies is based on scheduled project activity occurring during the current five-year
capital program lifecycle.
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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. A financially sound and reliable transportation system is critical to the region’s economic well-
being. The MTA’s business consists of urban subway and bus systems, suburban rail and bus 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.

Preliminary MTA system-wide utilization in the fourth quarter of 20
fourth quarter of 2013, with ridership up by 11.2 million trips (1.6%
and Tunnels facilities improved by 1.5 million crossings (2.05% ear-to-date basis, system-wide
ridership was higher by 37.7 million (1.40%), and vehicle cro s were higher by 1.8 million (0.6%),
reflecting primarily the continued improvement in the regio&onomy.

mproved compared with the
vehicle traffic at MTA Bridges

The average level of seasonally adjusted non-agricultufal employment in New Yo ity for the fourth
quarter was higher in 2014 than in 2013 by 87.3 thousand jobs (u
New York City employment has increased in each of the last sixte ine occurred
in the third quarter of 2010 — and is higher than at‘any ti non-agricultural
employment levels for New York City were first recorded b ureau of Labor Statistics.

The employment gain for New York Cit second quarter is.consistent with an improving national
economy; fourth quarter Real Gross Domestic Product (“RGDP”) grews.at’an annualized rate of 2.6%,
according to the most recent advance estimate released by the Bliy of Economic Analysis. The

increase primarily reflected contributions from personal co ptioni expenditures, exports, state and
local government spending, non-residential fixed investment, 1vate inventory investment, partially
g and an ing¢rease in imports. Fourth quarter RGDP

offset by a decline in feéderal government spen
growth slowed relative to third quarter growth as, federal government spending, non-residential fixed
national economy has now grown in twenty of the

ell, while imports rose.

The New _Yorks€ity metro arewion of 0.6% was lower than the national average of
1.0% i ourth quarter of 2014. A 7.8% fall in the price of energy products dampened the overall
i consumer prices: the Consumer Price Index (“CPI”) exclusive of energy products increased by
in the New York-New Jersey-Long Island area. Consistent with the fall in overall energy prices,

s for New York or conyentional gasoline fell by 22.8% from an average price of $2.698 to
£$2.082 per g between the fourth quarters of 2013 and 2014.

In June 201 rve Bank announced that the Federal Open Market Committee (“FOMC”)
Federal Funds rate to the range of 0% to 0.25%, a range consistent with its
statutory dual mandatefto foster maximum employment within a context of price stability. The Federal
Funds rate has remained in this range since late 2008, as financial and housing market crises deepened.
In fact, the Federal Reserve Bank began to pursue expansionary intervention more than a year earlier as
a response to the impending economic downturn: since the third quarter of 2007, the Federal Reserve
Bank has sought to mitigate the consequences of recession by loosening the tight credit conditions that
resulted from the national mortgage crisis. Confronting stubbornly high unemployment rates with no
scope to reduce further the Federal Funds rate, in March 2009 the Federal Reserve Bank began a
program of large-scale purchases of government guaranteed assets. The objective of the program, which
was expanded in November 2010, was to raise the price of long-term securities, thereby lowering
interest rates in order to stimulate investment in the economy.
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In spite of the steady improvement in economic activity in the second, third and fourth quarters of 2014,
the FOMC elected in December to maintain an accommodative stance by continuing to target a Federal
Funds rate in the range of 0% to 0.25%, noting that, partly because of the decline in energy prices,
inflation rates remained below the Committee’s long-run objective; while labor markets evinced signs of
improvement, the FOMC observed that recovery in the housing sector remained slow. In addition to
maintaining the Federal Funds rate, the FOMC announced additional measures to foster conditions
amenable to financial markets, including the continuation of its policy of reinvesting principal payments
from its holdings of agency debt and mortgage-backed securities and of rolling over maturing Treasury
securities at auction.

1S asmatter of interest to the
al estate transactions and can

The influence of Federal Reserve monetary policy on the mortgage m
MTA, since variability of mortgage rates can affect the number
thereby impact receipts from the Mortgage Recording Tax (“ d Urban Tax, two important
sources of MTA revenue. After the steady fall in MRT revenues that resultedifrom the financial and real
estate crisis, MTA’s monthly receipts remained virtually flatfor three years beginning in the first quarter
of 2009; however, a discernible upward trend in MRT rece&gan during thefirst quarter of 2012 and
reached a recent high point in the fall of 2013. Partly because of these high receip
last year, Mortgage Recording Tax collections t gh the fo
through the fourth quarter of 2013 by $3.0 million dollars (0.
recovery of MRT receipts that has been occurring since
fourth quarter remain $28.7 million (51.1%) worse than t verage in 2007, just prior to the steep
decline of this revenue source.

wards the end of

demonstrated a pronounced rise since 2010, increasing on.a year-over-year basis in seventeen of the last
eighteen quarters. Compared to 2013, average monthly UrbanTax rec€ipts in 2014 were higher by $17.6
ts through h quarter of 2014 reached $806.1

an in 201

million, with the result that year-to-date rec

million, which was $2 1406 million or 64.4% bet

Results of Op — In 2014, MTA Long Island Rail Road On-Time Performance (“OTP”)
from 2013’s 93.5%. 12014, the decline in OTP was attributable to

significant weather eve cluding inter storms and 4 severe rainstorms. Additional incidents
affecting .OTPwin, 2014 ed fro rs, motor vehicles, loading, disorderly or dispute

situa , and other factors.

MTA'’s receipts of Urban Taxes — those based on,commercial activii within New York City — have

FICANT CAPITAL ASSET AGTIVITY

Long Island Rail Road completed the Third Rail System — 2000 MCM
he project work included replacement and upgrade of third rail and new
rackets, and insulators in selected locations as part of maintaining a state
of good repair.

The rehabilitation of the three-span Woodhaven Blvd. Bridge in Rego Park, Queens, was completed.
The work on this steel superstructure included new bearings and bridge seats, as well as repairs to the
abutments, concrete decks, piers, and structural steel. Above-deck work restored the integrity of the
waterproofing and drainage system.

In addition, the Power Pole Replacement project was completed in 2014. The project work included the
replacement systemwide of selected SkV power poles, crossarms and associated hardware.

The 2014 Annual Track Program continued the LIRR’s cyclical replacement of track assets, including
replacement of 47,686 mechanized ties on the Mainline/Central/West Hempstead branches; 11,533
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concrete ties on the Hempstead/Oyster Bay Branches; 12 grade crossings on the Mainline/West
Hempstead Branches; 120 surfacing miles system-wide; 724 field-welds system wide; 3,026 wood ties
system-wide; and 79 surfacing interlocking switches on the Mainline/Montauk/Central branches.

To help guide future investments in infrastructure elements, each of the MTA agencies is investing in
Enterprise Asset Management (“EAM”) systems, which includes substantial investments in both
business and technology improvements. LIRR is currently undergoing an agency-wide EAM Gap
Assessment, the output of which will produce a 5-year improvement program to meet new regulatory
requirements, align with industry best-practices, as well as new MTA standards and ongoing LIRR asset
investment needs. Advancing EAM development will result in a planning:framework that links asset
condition and maintenance activities to life cycle planning in orde improve asset performance,
optimize maintenance resources, and strengthen long-term planning

OTHER

Customer Service— The LIRR continued its efforts to irmhe customer experience by introducing

a new version of the LIRR “Train Time” app developed with customer feedback:. features include
an improved ‘station picker” screen, a better gval count > screen, enh “rip search”
capability, and a new server that allows the LIR ha an 2,000 Train requests per

minute. More than 220,000 LIRR customers were using ¢

has unveiled in recent years to help IRR travel as easy as possible, by providing real-time
information whenever customers need it. “Thishapp is updated withhreal~time train status and track
information, invaluable emergency service\alerts andyservice adviynotices on planned changes,
station information, schedules and fares, e rking availability and getaways
packages. The app features a cleanly desig offering clearly defined categories
ay to what they need to know. The
Train Time app is ct for both\daily LIRR commuters looking for real-time information about their
regular trip and fi ccasional LIRR traveler looking for railroad information.

Ongoing customer com i e includes the use of social media tools to respond to customer
concerns_ingreal, time, an LI ormation Office, which operates 24/7 in order to

lerts, station announcements, electronic branch line messages, onboard

This free app is yet another advanced t(ﬁl in the series of cus information enhancements the LIRR

strategically deployed crews from the Structures Division of the
cus on upgrades to stations. The projects are selected after review by
epairs and improvements that benefit the customer. In 2014, these efforts
pgrades listed below:

Department
d target maj

led to the st

* Restroom ‘tenovations at the following stations: Great Neck, Babylon, Long Beach, and
Lynbrook.

»  Platform rehabilitation work at the Great Neck and Sayville stations along, with the rehabilitation
of the Oakdale Station building.

»  Staircase, handrail and canopy rehabilitation or replacement at the Locust Manor, Floral Park and
Little Neck stations.
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6. CURRENT KNOWN FACTS, DECISIONS OR CONDITIONS

Labor Negotiation Update— On September 24, 2014, the MTA Board approved new agreements
between the MTA Long Island Rail Road and eight unions covering most of the MTA Long Island Rail
Road employees, whose contract expired on June 15, 2010. The contract provides a 17-percent raise
over six and a half years. It also requires workers to begin paying for health care at a rate of about 2
percent of their weekly wages and new employees would pay into their pensions for 15 years instead of
10. On March 25, 2015, the MTA Board approved new agreements with the remaining unions under
similar contract terms.

7. SUBSEQUENT EVENT

Fare lncreases - On January 22, 2015, the MTA Board adopted ses for the Company, which
became effective on March 22, 2015. Monthly railroad ticket
with their April ticket. Most MTA Long Island Rail Ro

percent, depending on ticket type and distance traveled.
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(Dollars in thousands)

2014 2013
ASSETS
CURRENT ASSETS:
Cash (Note 3) $ 5,449
Fare cards 16,786
Invested funds at MTA 23,066
Receivables:
Passenger 11,796
Due from MTA and affiliated agencies (Note 11) 77,462
Due from NYSDOT 2,652
Rents 2,059
Other 39,011
Less allowance for doubtful accounts (3,140)

Receivables — net 129,840

Materials and supplies, net of allowance of $40,075 and $35,956 in 2014 and 2013, respe 107,607
Prepaid expenses and other current assets 75,645
Total current assets 664,627 358,393

NONCURRENT ASSETS:
Capital assets, net (Notes 5 and 6)

5,475,064 5,418,260
Other assets -

1,946

Total noncurrent assets 5,475,064 5,420,206

TOTAL $6,139,6901  $5,778,599

$ 65926 S 77,267

39,147 37,021

r 112,914 90,661
17,636 14,190

5,500 5,500

15,104 15314

LIABILITIES AND NET POSITION

CURRENT LIABILITIES:

Accounts payable

Due to MTA and affiliated age;

Accrued expenses and other liabilities:
Payroll and related fringe benefits
Estimated liability arising from injuries to

Environmental remediati 13)

Unearned revenu

Total nt liabilities 256,227 239,953
LIABILITIES:

(Note 9) 50,838 50,469

8) 552,277 477,719

30,719 26,845

81,872 77,135

Total noncurrent 715,706 632,168

Total liabilities 971,933 872,121

NET POSITION (Note 10):

Net investment in capital assets 5,475,064 5,418,260

Unrestricted deficit (307,306) (511,782)
Total net position 5,167,758 4,906,478
TOTAL $6,139,691 $5,778,599

See notes to financial statements.
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2014 AND 2013
(Dollars in thousands)

2014 2013
OPERATING REVENUES:
Passenger \658,822 632,089
Rents and utilities 24,936 23,460
Advertising 12,732 12,546
Food and beverage 2,361 2,315
Other 551 4,786
Total operating revenues 675,196
OPERATING EXPENSES:
Salaries and wages 673,176 522,010
Health and welfare 92,372 92,601
Pension 177,707 178,457
Other fringe benefits 117,951 113,174
Other Post Employment Benefits (OPEB) 131,213 126,782
Traction and propulsion power 90,186 86,498
Fuel for trains 22,304 24,055
Insurance 23,378 20,038
Claims 6,459 5,569
Maintenance and other operatin 79,382 68,578
Environmental remediation 5,878 (13,524)
Professional service contracts 26,008 28,274
Material and suppli 105,335 96,339
324,840 332,978
9,825 13,214
(28,252) (24,184)
1,857,762 1,670,859
OPERATING LOS (1,151,360) (995,663)
NONOPERATING REVE
Operating subsidies from MT. 1,047,411 705,040
Capital contributions 361,576 280,138
FTA/FEMA Reimbursement 3,653 17,517
Total nonoperating revenues 1,412,640 1,002,695
CHANGE IN NET POSITION 261,280 7,032
NET POSITION — Beginning of year 4,906,478 4,899,446
NET POSITION — End of year $ 5,167,758 4,906,478

See notes to financial statements.
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(Dollars in thousands)

2014 2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Passenger receipts $ * 659,952 $ 631,525
Rents, advertising, and other receipts 46,402 69,276
Payroll and related fringe benefits (1,061,417) (981,278)

Other operating expenses (660,236) (424,252)
Net cash used in operating activities G (1,015,299) (704,729)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Operating subsidies from MTA 1,047, 705,040
FTA/FEMA Reimbursement 3,653 17,517
Cash provided by noncapital financing a 1,051,064 722,557
CASH FLOWS FROM CAPITAL AND RELAT
FINANCING ACTIVITIES:
Capital contributions from MTA 149,950 135,220
Capital expenditures incurred for capital program (185,714) (153,547)
Net cash used in capi cing activities 4 (35,764) (18,327)
NET INCREASE (DE IN CASH > 1 (499)
CASH — Beginning of year 5,449 5,948

$ 5450  $ 5,449

$ (1,151,360)  $(995,663)

concile operati ss to net cash

324,840 332,978
, accrued expenses,
other liabilities, uncarnedd#evenues 99,812 1,314
Net decrease in receivables 37,026 14,146
Net increase in materials and supplies,
prepaid expenses and other current assets, other assets (325,617) (57,504)
Net cash used in operating activities $ (1,015,299)  $(704,729)

NONCASH CAPITAL FINANCING ACTIVITIES: In 2014 and
2013, MTA contributed capital assets of $195,930 and $138,381,
respectively, to MTA Long Island Rail Road.

See notes to financial statements.

-19 -

Master Page # 146 of 476 - Audit Committee Meeting 4/29/2015



MTA LONG ISLAND RAIL ROAD
(Subsidiary of the Metropolitan Transportation Authority)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Dollars in thousands)

1. BASIS OF PRESENTATION

Reporting Entity — In 1966, the Metropolitan Transportation Auth
assets of MTA Long Island Rail Road from the former Pennsyly, ilroad Company. In February
1980, MTA Long Island Rail Road became a wholly owned ic benefit corporation subsidiary of
MTA pursuant to New York State Public Authorities Law. MTA Long Island Rail Road is a part of the
related financial reporting group of the MTA. The MTA isa conlgonent unit of the,State of New York.

(“MTA”) acquired the capital

MTA Long Island Rail Road performs a public seryice of providing essential pas
between New York City and Long Island. Subst | deficits result from providing
MTA Long Island Rail Road expects that such deficits will.conti in the foreseeab
for MTA Long Island Rail Road’s operations and capital provided by MTA, which obtains the
required funds from state and federal grants, the sale of bon the public and other sources. Certain
funding by MTA is made to MTA Lon
MTA Long Island Rail Road’s operation

MTA Long Island Rail Road is not liable for'real estate or‘personal property taxes on its properties or
sales taxes on substantially‘alliof its purchases.

80, Proprietary unting and Financial Reporting.

The M ng Island Rail Road has not completed the process of evaluating the impact of GASB
Statement 68, Accounting and Financial Reporting for Pensions— An Amendment of GASB
Statement No. GASB/Statement No. 68 replaces the requirements of GASB Statement No. 27,
Accounting for sions by Sate and Local Governmental Employers and GASB Statement No. 50,
Pension Disclosures = an amendment of GASB Satements No. 25 and No. 27, as they relate to
governments that provide pensions through pension plans administered as trusts or similar arrangements
that meet certain criteria. GASB Statement No. 68 requires governments providing defined benefit
pensions to recognize their long-term obligation for pension benefits as a liability for the first time, and
to more comprehensively and comparably measure the annual costs of pension benefits. The Statement
also enhances accountability and transparency through revised and new note disclosures and RSI. The
provisions in GASB Statement No. 68 are effective for fiscal years beginning after June 15, 2014.

The MTA Long Island Rail Road has completed the process of evaluating the impact of GASB
Statement No. 69, Government Combinations and Disposals of Government Operations. GASB
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Statement No. 69 establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. GASB Statement No. 69 requires the use of
carrying values to measure the assets and liabilities in a government merger and requires measurements
of assets acquired and liabilities assumed generally to be based upon their acquisition values. GASB
Statement No. 69 also provides guidance for transfers of operations that do not constitute entire legally
separate entities and in which no significant consideration is exchanged. GASB Statement No. 69
provides accounting and financial reporting guidance for disposals of government operations that have
been transferred or sold. GASB Statement No. 69 requires disclosures to be made about government
combinations and disposals of government operations to enable financial statement users to evaluate the
nature and financial effects of those transactions. The MTA has determi that GASB Statement No.
69 had no impact on its financial position, results of operations, and ¢

The MTA Long Island Rail Road has completed the proce f evaluating the impact of GASB
Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees, which
requires a state or local government guarantor that offers & nomexchange financial guarantee to another
organization or government to recognize a liability on its financial statements when it,is more likely than
not that the guarantor will be required to make a payment to the gbligation holders the agreement.
GASB Statement No.70 also requires a gove t guarantor
determining if a payment on its guarantee is more likel
include whether the issuer of the guaranteed obligation is cing significant financial difficulty or
initiating the process of entering into bankruptcy or financi rganization. GASB Statement No.70

. is released, the government
would recognize revenue as a result of bei edyof the obligati is Statement also requires a
government guarantor or issuer to disclose information about the amounts and nature of nonexchange
financial guarantees. The MTA Long Island Rail Road has determin€d that GASB Statement No. 70 had
no impact on its financialgpositien, results of opetations, and cash flows.

v

The MTA Long Rail Road has not completed the process of evaluating the impact of GASB
Statement No. 71, n Transition for Contributions Made Subsequent to the Measurement Date.
The objective of GAS ement'Ne..71 is to address an issue regarding application of the transition
provisions of.GASB Stat No. w and Financial Reporting for Pensions. The issue

ounts associated ‘with contributions; if any, made by a state or local government employer
employer contributing entitysto a defined benefit pension plan after the measurement date of the
ment’s beginning net pension liability. The requirements of this Statement will eliminate the
a potential sig nt understatement of restated beginning net position and expense in the
implementati f GASB Statement No. 68 in the accrual-basis financial statements of
ontributing entities. This benefit will be achieved without the imposition

The requirements of this Statement should be applied simultaneously with
tement No. 68 and are effective for fiscal years beginning after June 15,

the provisions
2014.

The MTA Long Island Rail Road has not completed the process of evaluating the impact of GASB
Statement No. 72, Fair Value Measurement and Application. The objective of GASB Statement No. 72
is to improve financial reporting by clarifying the definition of fair value for financial reporting
purposes, establishing general principles for measuring fair value, providing additional fair value
application guidance, and enhancing disclosures about fair value measurements. These improvements
are based in part on the concepts and definitions established in Concepts Statement No. 6, Measurement
of Elements of Financial Statements, and other relevant literature. The provisions in GASB Statement
No. 72 are effective for fiscal years beginning after June 15, 2015.
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Use of Management’s Estimates — The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ significantly from those
estimates and assumptions.

Reclassifications — Certain reclassifications were made to the prior year operating expenses to conform
to the current year’s presentation.

MTA Investment Pool — The MTA, on behalf of the MTA Lon
which are not immediately required for the MTA Long Island ad’s operations in securities
permitted by the New York State Public Authorities L including repurchase agreements
collateralized by U.S. Treasury securities, U.S. Treasury notes‘and U.S. Treasury zero-coupon bonds.
All investments are held by the MTA’s agent in custody accounﬁ~ inthe name ‘of the MTA.

and Rail Road, invests funds,

at the lower of
eir average

Materials and Supplies — Materials and supplies, eXxcept for rebuilt items, are v
average cost or market, net of obsolescence reserA{ebuilt items are recorded at 50
purchase price.

Capital Assets — Capital assets and improvements inclu
buildings and structures, equipment, in cture — road an
Island Rail Road having a minimum use
Capital assets also include the Pennsylvania
financial statements.

land, construction work-in-progress
hold improvements of MTA Long

on, ] easehold fu iscussed in Note 6 to these

Capital assets are stated atshisterical cost. Capital d€ases are classified as capital assets in amounts equal
to the lesser of the fairdmarketvalue or the present value of net‘minimum lease payments at the inception
of the lease.

Accumulated deprecia
computed using the strai
and st

d amoitization are reported as reductions of capital assets. Depreciation is
; metw estimated useful lives; 7 to 50 years for buildings

, locomotives and work train equipment; 3 to 20 years
r equipment; and 6 to 43 years for infrastructure — road. Capital lease assets and leasehold

vements are amortized over theit of the lease or the life of the asset, whichever is less. The
vania Station Lea 1d is ameortized over 30 years.

reviews long-lived assets for impairment when events or circumstances
unt may not be recoverable and records the appropriate loss when assets
ned to be impaired.

Pollution Remediation Projects — Effective 2008, pollution remediation costs have been charged in
accordance with the provisions of GASB Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations (see Note 13). An operating expense provision and corresponding
liability measured at its current value using the expected cash flow method have been recognized for
certain pollution remediation obligations that previously may not have been required to be recognized,
have been recognized earlier than in the past or are no longer able to be capitalized as a component of a
capital project. Pollution remediation obligations occur when any one of the following obligating events
takes place: an imminent threat to public health due to pollution exists; the MTA Long Island Rail Road
is in violation of a pollution prevention-related permit or license; the MTA Long Island Rail Road is
named by a regulator as a responsible or potentially responsible party to participate in remediation; the
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MTA Long Island Rail Road is named or there is evidence to indicate that it will be named in a lawsuit
that compels participation in remediation activities; or the MTA Long Island Rail Road voluntarily
commences or legally obligates itself to commence remediation efforts.

Operating Revenues — Passenger revenues are recognized as income as they are used. Tickets are
assumed to be used in the month of purchase with the exception of advance purchases of monthly and
weekly tickets. Unearned revenues are recognized for the estimated amount of unused tickets. Revenues
from rents are recognized as earned. Revenues from sundry, such as food and beverages, are recorded
when the items are sold.

Nonoperating Revenues — Nonoperating subsidies are provided to
MTA as part of an MTA approved financial plan. Nonoperating ¢
as part of the MTA approved five-year Capital Program based
during the current five-year capital program lifecycle.

A Long Island Rail Road by
rojects subsidies are provided
scheduled project activity occurring

Nonexchange Transactions with MTA — In accordafice with' GASB Statement
and Financial Reporting for Nonexchange Transactiens, funds contributed by MT
Island Rail Road’s capital project expenditureAe reported nonoperating re when such
expenditures are accrued. MTA contributions for capital proj included as nonoperating capital
projects subsidy in the accompanying statements of revenu nses and changes in net position.

0. 33, Accounting

TA for the benefi
A Long Island

The cost of certain services provided
accrued as incurred. MTA does not charg
the cost of Police services relating to the ot

e MTA Long Island Rail Road is
oad.(or other related groups) for

Operating and Non-operating Expenses — Operating and non-eperating expenses are recognized in
the accounting period in whichythe liability is incufred. All expenses related to operating the MTA Long
Island Rail Road are x€ported as operating expenses. All other expenses are reported as non-operating
expenses.

Compensated Absen MTA L Island Rail Road has accrued the full value (including fringe
benefits) of all vacation a Wd by employees to date if the leave is attributable to

and Rail Road will compensate the employees for the

Insurance —
sidiary of MT

t Mutual Transportation Assurance Company (“FMTAC”), an insurance
perates a liability insurance program (Excess Loss Fund or “ELF”) that
in claims in\excess of the self-insured retention limits of the agencies on both a
aims arising from incidents that occurred before October 31, 2003) and prospective
incid that occurred on or after October 31, 2003) basis. For claims arising from
incidents that oceurred.on or after November 1, 2006, but before November 1, 2009, the self-insured
retention limits are: $8 million for MTA New York City Transit, MaBSTOA, MTA Bus, MTA Long
Island Rail Road, and MTA Metro-North Railroad; $2.3 million for MTA Long Island Bus and MTA
Staten Island Railway; and $1.6 million for MTAHQ and MTA Bridges and Tunnels. For claims arising
from incidents that occurred on or after November 1, 2009, but before November 1, 2012, the self-
insured retention limits are: $9 million for MTA New York City Transit, MaBSTOA, MTA Bus, MTA
Long Island Rail Road and MTA Metro-North Railroad; $2.6 million for MTA Long Island Bus and
MTA Staten Island Railway; and $1.9 million for MTAHQ and MTA Bridges and Tunnels. Effective
November 1, 2012 the self-insured retention limits for ELF were increased to the following amounts:
$10 million for MTA New York City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail Road and
MTA Metro-North Railroad; $3 million for MTA Staten Island Railway; and $2.6 million for MTAHQ
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and MTA Bridges and Tunnels. The maximum amount of claims arising out of any one occurrence is the
total assets of the program available for claims, but in no event greater than $50 million. The
retrospective portion contains the same insurance agreements, participant retentions, and limits as
existed under the ELF program for occurrences happening on or before October 30, 2003. On a
prospective basis, FMTAC issues insurance policies indemnifying the other MTA Group entities above
their specifically assigned self-insured retention with a limit of $50 million per occurrence with a $50
million annual aggregate. FMTAC charges appropriate annual premiums based on loss experience and
exposure analysis to maintain the fiscal viability of the program. On December 31, 2014, the balance of
the assets in this program was $72.2 million.

MTA also maintains an All-Agency Excess Liability Insurance Poli
additional coverage limits of $350 million for a total limit of $40 ($350 million excess of $50
million). In certain circumstances, when the assets in the progr. escribed, in the preceding paragraph
are exhausted due to payment of claims, the All-Agency Excess Liability Insurance will assume the
coverage position of $50 million.

that affords the MTA Group

On March 1, 2014, the “nonrevenue fleet” autom
program provides third-party auto liability insura
of MTA New York City Transit and MTA Bridges and
occurrence limit with a $0.5 million per occurrence dedu
Staten Island Rapid Transit Operating Authority, MTA
Inspector General and MTA Headquart
assumes the liability of the agencies for t

r MTA Long Island Rail Road, MTA
MTA Metro-North Railroad, MTA
ductible buy back policy, where it

On December 15, 2014, FMTAC renewed 1 e Station Liability and Force
Account liability policies $10 million per occurrenee loss for'MTA Metro-North Railroad and MTA
Long Island Rail Road.

the other MTA Group es in‘exeess of a $25 m11110n per occurrence self-insured retention (“SIR”),
subject to an_annual $75 agg:Ws certain exceptions summarized below. The total

600 million per occurrence cov roperty of the related entities collectively. FMTAC is
in the domestic, Asian,»London, European and Bermuda marketplaces for this coverage.
tention aggregate is exceeded are subject to a deductible of $7.5 million per
urance policy provides replacement cost coverage for all risks (including
of direct physical loss or damage to all real and personal property, with
Iso provides extra expense and business interruption coverage.

million per occurrence self-insured retention, MTA self-insures All Risk
(excluding Earthquake,Flood, and Wind) above that retention for an additional $362.3 million within
the overall $600 million property program, as follows: $32.98 million (or 32.98%) of the $100 million
layer excess of the/primary $150 million layer, plus $229.33 million (or 91.7%) of the $250 million
layer excess of $250 million, plus $100 million (or 100%) of $100 excess of $500 million.

FMTAC is 100% reinsured in the domestic, Asian, London, European and Bermuda marketplaces for
the perils of Earthquake, Flood, and Wind for the $600 million per occurrence and in the annual

aggregate property program.

Supplementing the $600 million per occurrence coverage noted above, FMTAC’s property insurance
program has been expanded to include a further layer of $200 million of fully collateralized storm surge
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coverage for losses from storm surges that surpass specified trigger levels in the New York Harbor or
Long Island Sound and are associated with named storms that occur at any point in the three year period
from July 31, 2013 to July 30, 2016. The expanded protection is reinsured by MetroCat Re Ltd., a
Bermuda special purpose insurer independent of MTA, formed to provide FMTAC with capital markets-
based property reinsurance. The MetroCat Re reinsurance policy is fully collateralized by a Regulation
114 trust invested in U.S. Treasury Money Market Funds. The additional coverage provided is available
for storm surge losses only after amounts available under the $600 million in general property
reinsurance are exhausted.

msured by the United States
isk Insurance Act (“TRIA”) of

With respect to acts of terrorism, FMTAC provides direct coverage that i
Government for 85% of “certified” losses, as covered by the Terroris
2007 (originally introduced in 2002). Under the 2007 extensio rism acts sponsored by both
foreign and domestic organizations are covered. The remainin TA Group losses arising from
an act of terrorism would be covered under the additional terrorism ‘policy described below.
Additionally, no federal compensation will be paid unlessdheraggregate industrysinsured losses exceed
$100 million (“trigger”). The United States government’s reinsurance of FMTAC was extended for six
years through December 31, 2020.

To supplement the reinsurance to FMTAC through*the, 200
Reauthorization Act (“TRIPRA”) program, the MTA o
policy with various reinsurance carriers in the domestic, n and European marketplaces. That
policy provides coverage for (1) 15% o “certified” act o ism up to a maximum recovery of
$161.2 million for any one occurrence a annual aggreg TRIPRA FMTAC captive
deductible (per occurrence and on an when recovering under the
15%"“certified” acts of terrorism insurance 3) 100% oftany “certified” terrorism loss which exceeds
$5 million and less than the $100 million "ERIPRA  trigger 'upsto a maximum recovery of $100
million for any occurrenee’and,in the annual aggfegate. This coverage expires at midnight on May 1,
2015. Recovery underthis policy is subject to a retention of $25 million per occurrence and $75 million
in the annual aggr in the event of multiple losses during the policy year. Should the MTA Group’s
retention in any xceed $75 million future losses in that policy year are subject to a retention of
$7.5 million.

orism Risk Ingurance Program
n additional commercial reinsurance

from injuries ‘to passengers, employees and others with the exception of injuries to
ployees and off-duty employees, arising from occurrences at NYS stations (“Station Liability™),
loyees and non-employees, \arising from reimbursable project work (“Force Account”). The
Island Rail R ccrues the estimated total cost for the self-insured liability arising out of
For incidents occurring on or before October 31, 2012, claims arising from Station
are fully insured up to $9 million per occurrence. That amount was
increased to $ ' ccurrence for incidents occurring on or after November 1, 2012.

Deferred Compensation Plan — The MTA and its affiliated agencies’ employees are participants in a
deferred compensation plan established in 1985 in accordance with Internal Revenue Code Section 457.
MTA Long Island Rail Road established a trust or custodial account to hold plan assets for the exclusive
use of the participants and their beneficiaries. Accordingly, at December 31, 2014 and 2013, plan assets
and liabilities are not reflected in the accompanying Statements of Net Position.

Retirement Benefits — MTA Long Island Rail Road’s pension plans are governmental plans and,

accordingly, are not subject to funding and other requirements of the Employee Retirement Income
Security Act of 1974.
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Pension Plans — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by State
and Local Governmental Employers, which establishes standards for measurement, recognition, and
display of pension expense and the related accounting for assets, liabilities, disclosures, and required
supplementary information, if applicable. MTA Long Island Rail Road has adopted this standard for its
pension plans. Pension cost is required to be measured and disclosed using the accrual basis of
accounting. Annual pension cost should be equal to the annual required contributions (“ARC”) to the
pension plan, calculated in accordance with certain parameters.

The MTA Long Island Rail Road has not completed the process of evaluating the impact of GASB
Statement No.68, Accounting and Financial Reporting for Pensio An Amendment of GASB
Satement No. 27. The provisions in GASB Statement No.68 are effective for fiscal years beginning
after June 15, 2014.

Other Postemployment Benefits — Other Postemployment ‘Benefits (OPEB”) cost for medical,
pharmacy, dental, vision and life insurance plus supplemental Medicarey Part B or Medicare
supplemental plan reimbursement is measured and disclosed\sing the accrual basis of accounting.
Annual OPEB cost should be equal to the annual x€quired contributions to the , calculated in
accordance with certain parameters. A

CASH

The Bank balances are insured up to $250n the aggregate by t eral Deposit Insurance Corporation
(“FDIC”) for each bank in which funds a i

The Bank balances in 2014 and 2013 that were mot insured were maintained in major financial
institutions considered by management to be secure.4As of December 31, 2014 and 2013, cash consists
of:

&

\ 2014 2013
Carrying Bank Carrying Bank
Amount Balance Amount Balance

Insured«EDIC)or collate ed depo $ 2,865 $ 2,753 $ 2,909 $ 2,795
Uni ed and'noncellateralized,fund
-hand and in-transit 2,585 - 2,540 -

v

$ 5,450 $ 2,753 $ 5,449 $ 2,795

Cash carryin unts a

checks.

include deposits in transit and cash on hand offset by any outstanding

MTA Long Island Rail Road or its agent in MTA Long Island Rail Road’s name holds all collateralized
deposits. These accounts contain revenue pledged by MTA Long Island Rail Road as collateral for
certain MTA Transportation Revenue Bonds, as further described in Note 4 below.

The MTA, on behalf of the Authority, invests funds, which are not immediately required for MTA Long
Island Rail Road’s operations in securities permitted by the New York State Public Authorities Law,
including repurchase agreements collateralized by U.S. Treasury securities, U.S. Treasury notes and
U.S. Treasury zero-coupon bonds. As such, there were no investments subject to credit or interest rate
risk.
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TRANSPORTATION REVENUE BONDS

MTA Long Island Rail Road’s capital programs are partially funded from the proceeds of bonds,
including the MTA’s Transportation Revenue Bonds. The Transportation Revenue Bonds are special
obligations of MTA, payable from, and secured by a pledge of:

The gross operating revenues of MTA Long Island Rail Road, Metro-North Commuter Railroad,
and the New York City Transit Authority and its subsidiary, Manhattan and Bronx Surface Transit
Operating Authority until monthly deposits of principal and interest are satisfied under the
Transportation Revenue Bond Resolution,

Triborough Bridge and Tunnel Authority’s operating surplus,
General operating subsidies from the State and local govern
Special tax-supported operating subsidies, and

Station maintenance and service reimbursem
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5. CAPITAL ASSETS, NET

The summary of capital assets activity as of December 31, 2014 and 2013, are as follows:

As of As of As of
December 31, December 31, December 31,
2012 Additions Deletions 2013 Additions Deletions 2014

Capital assets, not being
depreciated:

Land $ 48,165 $ - $ - $ - $ 48,165
Construction work-in-progress 566,754 301,991 386,666 184,933 681,427

Total capital assets, not
being depreciated 614,919 301,991 386,666 530,244 384,281 184,933 729,592

Capital assets, being

depreciated:
Leasehold improvements 8,502 - - - 8,502
Pennsylvania Station leasehold 44,600 - - 44,600
Buildings and structure 2,820,218 269,337 68,857 3,158,412

Equipment:
Passenger cars and locos 2,626,435 - - 1,389 456 2,627,369
Equipment and other 516,601 16,377 526 8,662 1,732 539,382
Infrastructure — road 2,704,528 0,890 103,387 9,911 2,884,276

Total capital assets, being
depreciated 8,720,884 12,099 9,262,541
Less accumulated
depreciation/amortization:

Leasehold improvements 7,952 186 - 8,138 186 - 8,324
Pennsylvania Station leasehold 1,500 - ﬁ8,272 1,500 - 39,772
Buildings and structure 80,505 - 939,253 77,935 - 1,017,188

Equipment:
Passenger cars and lo 97,462 - 1,187,353 96,226 456 1,283,123
Equipment and other 21,942 5!6 373,289 18,859 1,732 390,416
Infrastructure — road 131,383 4,618 1,658,023 130,134 9,911 1,778,246
,493 332,978 5,144 4,204,328 324,840 12,099 4,517,069

otal capital assets, being
reciated/amortized — net

4,844,391V3,625 - 4,888,016 (142,545) - 4,745,472

4593100 $345,616  $386,666  $5418260  $241,737  $ 184933 $ 5,475,064

late debt recorded by MTA and used to finance MTA Long Island Rail Road’s
construction work-in-pfogress as of December 31, 2014 and 2013, is $1,656 and $1,786, respectively.

6. LEASE TRANSACTIONS

Pennsylvania Station Leasehold — In1988, MTA Long Island Rail Road and MTA entered into a
99-year lease agreement with Amtrak for the Pennsylvania Station. This agreement, with an option to
renew, is for rights to the lower concourse level and certain platforms. The $44,600 paid to Amtrak by
MTA under this agreement is reflected as a leasehold asset and a capital contribution from MTA, which
is being amortized over 30 years. The financial statements for Amtrak may be obtained by assessing the
website www.amtrak.org.
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EMPLOYEE BENEFITS

Pension benefits are provided under the Railroad Retirement Act and under two Company-sponsored
plans. All Company pension plans have separately issued financial statements that are publicly available
and contain required descriptions and supplemental information regarding employee benefit plans.
These statements may be obtained by writing to Metropolitan Transportation Authority, Comptroller, 2
Broadway, New York, New York 10004.

LIRR Defined Benefit Plans — Effective July 1, 1971, MTA Long Island Rail Road adopted two fully
integrated defined benefit single-employer pension plans, MTA Long Island, Rail Road Pension Plan
(the “LIRR Pension Plan”) and MTA Long Island Rail Road Plan for' Additional Pensions (the “LIRR
Additional Plan™), or collectively, the “LIRR Defined Benefit Pla MTA Board of Managers of
Pensions administers both defined benefit plans. Benefit accrua the LIRR Pension Plan ceased as of
December 31, 1988, by virtue of a plan amendment. All benefit accruals subsequent to that date are
provided under the LIRR Additional Plan which was amended to provide“foryaccruals on and after
January 1, 1989, equal to the sum of the amount whichéwould Tave accrued underiboth plans had they
not been amended.

An employee who retires under the LIRR Defined Bene
20 years of credited service; or (b) after both obtaining a
five years of credited service, or in the case of those who
completing at least 10 years of credite ice, is entitled t
monthly for life. Payments commence to oyee referred to
(b) only after attaining age 65.

er: (a) after completing at least
ile in service and completing at least
employees on January 1, 1988, after
annual retirement benefit, payable
) only after attaining age 50; or

Benefit and contribution provisions, which are based on'the peint in time at which participants last
entered qualifying servicesand, their length oficrédited service, are established by, and may only be
amended by MTA L Island Rail Road, subjeet to the obligations of MTA Long Island Rail Road’s
collective bargaini reements. MTA Defined Benefit Pension Plan’s Board of Managers of Pensions
must approve dments, The LIRR Defineds Benefit Plans have both contributory and

noncontributory requi ts, awith, retirement ages varying from 50 to 65 depending upon a
ewicwﬁts payable to age 65, where eligible, are calculated

participant’s length of cre
cable fina e earnings for each year of qualifying service up to

ars. For pension benefits payable qpnd after age 65, regardless of whether benefits commenced
r after the empl attained age 65, benefits are calculated in the same manner as pension
able prior to age 65 except that the amount so determined is reduced by a percentage of the
nuity (not including any supplemental annuity) value at age 65 under the Federal Railroad

Beginning in 1999, fof all represented employees who were hired between July 1, 1974 and
December 31, 1987, who were employees after January 1, 1999, and were not retired when their
collective bargaining agreement was ratified and approved by MTA Board after that date, the offset of
Railroad Retirement Benefits is reduced to 50% (under the LIRR Additional Plan). For all management
employees who were hired between July 1, 1974 and December 31, 1987, and who were employees on
September 30, 1999, the offset of Railroad Retirement Benefits was reduced to 50% (under the LIRR
Additional Plan).

For participants, the LIRR Defined Benefit Plans have both non-contributory and contributory

requirements. Participants who entered qualifying service before July 1, 1978 are not required to
contribute. Participants who entered qualifying service on or after July 1, 1978 contributed 3% of their
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wages for services through December 31, 1988 to the LIRR Pension Plan. Beginning in January 1, 1989,
contributions by employees are applied towards the LIRR Additional Plan. The MTA Long Island Rail
Road contributes additional amounts based on actuarially determined amounts that are designed to
accumulate sufficient assets to pay benefits when due.

Contributions made by the MTA Long Island Rail Road are actuarially determined on an annual basis
and are recognized when due. The MTA Defined Benefit Pension Board has the authority to establish or
amend obligations to the plans. The LIRR Additional Plan is a governmental plan and accordingly, is
not subject to the funding and other requirements of the Employee retirement Income Security Act of
1974 (“ERISA”).

The LIRR Defined Benefit Plans also provide death and disabili its. Participants who become
disabled after accumulating ten years of credited service an eetithe requirements receive a
disability benefit. Disability pension benefits are calculated based on the participant’s qualifying service
and a percentage of final average compensation reduced by the fulhamount of benefit under the Federal
Railroad Retirement Act. -~

Survivorship benefits are paid to the participant’sAuse when a survivorship option ted or when
an active participant has not divested his or her spouse of benefits survivorship benefit is payable at
the time of death or when the vested participant woul ttained an eligible age. The amount
payable is in the form of an annuity. A lump sum death ben o greater than five thousand dollars is
payable upon death on behalf of a nonv articipant or ves icipant whose pension rights were
waived.

Upon termination of employment before retirement, vested participants who have been required to
contribute must choose to: (1) receive a refund of'their ownycontributions, including accumulated
interest at rates establishedibysMTA Long Island Rail Road’s Board of Managers of Pensions (1.5% for
the years 2012, 2013 2014); or (2) leave their contribution$ in the LIRR Defined Benefit Plans until
they retire and bec entitled to the pension benefits. Non-vested participants who have been required
to contribute wi a refund of their own contributions, including accumulated interest at rates

established by MTA L land Raillﬁoad’s Boardjof Managers of Pensions (1.5% for the years 2012,

2013 and 2014).
6, 2006 the MTA Board passed a resolution to merge the LIRR Pension Plan into the MTA
ed Benefit Pension ‘Plan and tr r the responsibilities for the administration of the LIRR
al Plan to the Defined Benefit Pension Plan Board of Managers of Pensions with no
the pension a eath benefits and appeal rights provided by the LIRR Defined Benefit

Plans st agreement under the LIRR Defined Benefit Plans was replaced by the MTA Master
Trust, whi lows for commingling of pension assets for investment purposes under the
management MTA Defined Benefit Pension Plan Board of Managers of Pensions. The Board has

the authority to establishfor amend benefit provisions to the plans. The LIRR Defined Benefit Plans and
related trustee agreements were amended in September 2006 and all assets for the LIRR Defined Benefit
Plans were transferred to the MTA Master Trust for investment purposes, effective October 2, 2006. As
a result of this merger, the “pension costs and related information” shown in the tables below for the
LIRR Pension Plan are no longer reported. “Pension costs and related information” for the LIRR
Additional Plan began to be reported in 2007 without the accompanying LIRR Pension Plan as a result
of the merger.

In accordance with GASB Statement No. 50, Pension Disclosures— an amendment to GASB

Satements No. 25 & No. 27, the following disclosure concerning employer contribution has been
included for 2014 and 2013. This new standard now requires entities to report the results of the most
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recent actuarial valuation in the footnotes. The funded status of the LIRR Defined Benefit Plans as of
January 1, 2014, the most recent actuarial valuation date is as follows:

2014 2013

Annual Required Contribution (“ARC”) $ 112,513 $ 119,325
Interest on net pension obligation (3,070) 2,594
Adjust to ARC 4,243 (3,498)

Annual pension cost 13,686 118,421
Actual contributions made 112,513 120,031
Prepaid Pension Funding 295,000 80,000

Increase in pension (asset) obligation ™, (293,827) (81,610)

Net pension (asset) obligation - beginning of year ' 37,754

Net pension asset - end of year $ (337,683), " § (43,856)

MTA Long Island Rail Road’s pension cost and related info

follows:

for the Additional Plan is as

Actuarial UAL
Actuarial Actuarial Accrued as % of
Valuation Value of Liability }hdedA Covered Covered
Date Assets “AAL” “UAL” Ratio Payroll Payroll
1/1/2014 $ 1,650,526 $ 1,164,746 2‘;.41 % $ 29,334 3,970.63 %
1/1/2013 1,664,272 1,263,489 24.08 33,043 3,823.77
1/1/2012 1,633,261 1,195,840 26.78 40,033 2,987.14
~ ARC
i as a % of % Net
Contribution Annual Covered of APC Pension

“APC?” “ARC” v Contribution Payroll Contributed Obligation/ (Asset)
14 $ 113,686 112,503 $ 407,500 383.56 % 35840% $ (337,683)
12/31 118,421 119,325 199,300 361.12 168.33 (43.,856)
12/31/2 115,200 116,011 116,011 289.79 100.70 37,754

As a result of the merger, significant actuarial methods and assumptions used in the LIRR Pension Plan
Actuarial Valuatiofi at January 1, 2014 will be reported by the MTA but remain consistent with the
actuarial methods and assumptions used for the LIRR Additional Plan.

The significant actuarial methods and assumptions used in the LIRR Defined Benefit Plans Actuarial
Valuation at January 1, 2014, were as follows: the actuarial cost method and amortization method used
was the entry age normal cost for all periods. The asset valuation method utilized was a 5-year
smoothing method for all periods. The interest rate assumption is 7.00% per year (net-after investment

expenses). Investment and administrative expenses are paid from plan assets of the LIRR Defined
Benefit Plans.
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As a result of the merger, the LIRR Pension Plan pension asset position was transferred and will be
reported by the MTA. Therefore, a noncurrent pension obligation of $0, $0, and $37,754 at
December 31, 2014, 2013, and 2012, respectively reflects only the pension obligation position of the
LIRR Additional Plan. In 2014, MTA made additional contributions that offset the pension obligation.

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future and that actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the future.

MTA Defined Benefit Pension Plan — Effective January 1, 1994, MT
Benefit Pension Plan (the “MTA DB Plan”). The MTA DB Plan is
plan covering MTA Police, MTA Long Island Rail Road, MTA -North Railroad, MTA Staten
Island Railway and MTA Bus Company. The MTA DB Plan cevers all management employees of the
MTA Long Island Rail Road hired after December 31, 1987, and certain represented employees who
receive management benefits. Effective January 1, 20044 represented employees hired on or after
January 1, 1988, and who were participants in the Iéong Island Rail Road Money Purchase Plan
(“Money Purchase Plan”) became participants in the MTA DB Plan and have ame_terms and
conditions as those applicable to management errArees of the Long Island R

Metro North in the MTA DB Plan upon approval of each uni ective Bargaini
the MTA Board. As part of their participation, the represe ployees of the MTA Long Island Rail
MTA DB Plan during their period of

tablished the MTA Defined
ultiple-employer cost-sharing

pensionable compensation toward the cost TA DB Plan duri ir period of participation but
these contributions will stop after they have contributed for 10 years.  Effective September 24, 2014,
represented employees (upon approval of each,union’s CollectivesBargaining Agreement by the MTA
Board) hired on or after.September 24, 2014, will contribute 4% of pensionable compensation toward
the cost of the MTA Plan'during their period of participation but these contributions will stop after
uted for 15 years.

irement, disability retirement and death benefits to plan members
ww and may be amended by the MTA Board of

s and repregrlted employees hired prior to January 31, 2008, who are
Plan are eligible for normal retirement upon reaching age 60, with five or
. Benefits are also available at age 55 on a reduced basis with 10 years of
reduced basis with 30 or more years of credited service. Vesting takes
ed service. In addition to retirement benefits, the MTA DB Plan provides

Represented employees hired on or after January 31, 2008, who are participants of the MTA DB Plan
are eligible for nommal retirement upon reaching age 62, with five or more years of credited service.
Benefits are also available at age 55 on a reduced basis with 10 years of credited service, and on an
unreduced basis with 30 or more years of credited service. Vesting takes place after five years of
credited service. In addition to retirement benefits, the MTA DB Plan provides benefits payable upon
death.

If a management participant’s Railroad Retirement Tier II taxes are less than the pretax cost of

contributions required under New York State Tier 4 retirement system, and the management employee
has less than ten years credited service, a contribution may be required.
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As previously discussed, the MTA DB Plan and trustee agreements were amended in September 2006 as
a result of the merger of the LIRR Pension Plan into the MTA Defined Benefit Pension Plan and transfer
of the responsibilities for the administration of the LIRR Additional Plan to the MTA Defined Benefit
Pension Plan Board of Managers of Pensions.

The MTA DB Plan’s annual pension costs as a multiple-employer cost-sharing plan in 2014, 2013 and
2012 were $271,240, $242,981 and $212,397, respectively (of which $95,171, $81,787, and $71,300
respectively, were allocated to the MTA Long Island Rail Road).

he, MTA DB Plan based on
anagement participants from

Contributions were allocated between the major groups of participants i
net actuarial liability with a further allocation between the origi
various MTA agencies based on a percentage of covered payrolls.

Defined Contribution Plan — Effective January 1, 2004, represented employees who were participants
in the Money Purchase Plan became participants in the MTA DB, Plan and have the same terms and
conditions as those applicable to management employee$ of MTA Long Island Rail Road in the MTA
DB Plan upon approval of each union’s Collective Bargaining Agreement by th Board. MTA
Long Island Rail Road ceased contributing to t oney Purchase Plan in 2004 e employee
ceased to contribute upon approval of their union’s ‘Co i aining Agreement by the MTA
Board. All past Company contributions and earnings le to such contributions have been
transferred to the MTA DB Plan to fund the pension liabilit ast service under the Money Purchase
Plan. As of December 31, 2006, the Bo the MTA approv Collective Bargaining Agreements
for all represented employees with the la reement havin roved in April 2006. There
are no longer active participants in the Mo ase Plan.

The Money Purchase Plan was terminated at December 31, 2009;.which has resulted in no expenses to
the operations of the Longdsland Rail Road, after 2009.

OTHER POSTE OYMENT BENEFITS

Wﬂeﬁts Other Than Pensions (“GASB 45”). This
0 measurement, recognition, and display of Other
sures, and, if applicable, required ypplementary information (“RSI”) in the financial reports of
local governmental.employers.

ent benefits part of an exchange of salaries and benefits for employee services
rendered. OPEB have been funded on a pay-as-you-go basis and have been reported in financial
statements the promised benefits are paid. GASB 45 requires state and local government’s
financial repo reflect systematic, accrual-basis measurement and recognition of OPEB cost
(expense) over a period that approximates employees’ years of service and provides information about
actuarial accrued liabilities associated with the OPEB and to what extent progress is being made in
funding the plan.

The MTA Long Island Rail Road elected not to record the entire amount of the Unfunded Actuarial
Accrued Liability (“UAAL”) in the year ended December 31, 2014, and record the net annual OPEB
obligation. The MTA Long Island Rail Road also elected not to fund the UAAL more rapidly than on a
pay-a-you-go basis. The UAAL relating to post-employment benefits remained the same for 2014 as
2013 with a balance of $1.272 million at the end of 2014. The end of the year liability equals the amount
as of the beginning of the year plus interest at 3.75% less amortization amount included in the Annual
Required Contribution for the prior year less or plus assumption changes and plan changes.
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Plan Description — The MTA Long Island Rail Road is a participating employer in the New York
State Health Insurance Program (“NYSHIP”), which is administered by the State of New York as a
multiple employer agent defined benefit plan. The benefits provided by the MTA Long Island Rail Road
include medical, pharmacy, dental, vision and life insurance, plus monthly supplements for Medicare
Part B or Medicare supplemental plan reimbursement. MTA executive management at headquarters
establishes and may at their discretion make amendments to the plan.

GASB Statement No. 45 requires employers to perform periodic actuarial valuations to determine
annual accounting costs, and to keep a running tally of the extent to which these amounts are over or
under funded. The valuation must be performed at least biennially. Th stirecent biennial valuation
was performed for the year ended December 31, 2013, and was performed with a valuation date of
January 1, 2012. The total number of plan participants as of J 1, 2012, receiving retirement
benefits was 5.8 thousand.

Since the MTA Long Island Rail Road is a participating employer in NY SHIP, it does not issue a stand-
alone financial report regarding postemployment retirement benéfits. The NYSHIP nan01al report can
be obtained by writing to NYS Department of Civil Service, ployee Benefit Alfred E.
Smith Office Building, 805 Swan Street, Albany, 12239.

Management employees and those represented employ
participants in LIRR Defined Benefit Plans are eligible to
20 years of service, at age 45, or compl of ten years of se
leaving prior to age 50 with 20 years of ¢ not entitled t
employees who are participants in LIRR enefit Plans are e to receive the Benefits upon
completion of 20 years of service, at age Employeesawho are participants in the MTA Defined
Benefit Pension Plan and who were hired on or prior to January:30, 2008, are eligible to receive the
benefits upon completionsof 30,years of serviceat age 55 or ten years of service at age 60. Employees
are also eligible for ee benefits with 10 years, of service and between the ages of 55 and 59 when
collecting a reduc nsion. Management employees are also eligible, even if they forego collection of
their pension, if the e 55 or more with 10 years,oftservice and are within five years of collecting a
full pension. Managem ployees tiring prior to-age 60 with 10 years of service are entitled to life
insurance. Employees wh WTA Defined Benefit Pension Plan and who were

igi e the benefits upon completion of 30 years of service
5 or ten years of serviceat age 62. Employees are also eligible for retiree benefits with 10 years
vice and between the ages ofyS57and 61 when collecting a reduced pension. Management
es are also eligible, even if they forego collection of their pension, if they are age 57 or more
rs of service and are within five years of collecting a full pension. Management employees
0 age 62 wit years of service are entitled to life insurance. In all instances, employees
must be in ited service under the respective plans at the appropriate age to be eligible for the
Benefits. Begi January 1, 1995, the Long Island Railroad contributed 100% of the cost to provide
health care benefits tostepresented employees who retire after that date until age 65 and Medicare
eligible.

1ving management benefits who are
ive the Benefits upon completion of
at age 65. Management employees
insurance. All other represented

retiring

In addition, an active employee who is vested in LIRR Defined Benefit Plans and who is not yet eligible
to collect a service age pension, and has at least 10 years of service, but who is immediately eligible for
a Social Security or Railroad Retirement Act annuity is also eligible for the Benefits. However, under
LIRR Defined Benefit Plans, the employee must sever their relationship with MTA Long Island Rail
Road and would not be eligible for life insurance. Under the MTA Defined Pension Plan in order to
receive this benefit, the employee must apply and be approved by the Plan for a disability retirement.
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Coverages are as follows:

a. MTA Long Island Rail Road provides retired management employees with life insurance and health
care benefits. MTA Long Island Rail Road contributes 100% of the Plan’s cost. As of December 31,
2014 and 2013, there were 973 and 936 participants, respectively, in the life insurance plan, and
1,164 and 1,099 participants, respectively, in the medical plan. For retired management employees
hired or promoted after December 31, 1996, the life insurance coverage is $5,000. For retired
management employees, in management prior to January 1, 1997 with no break in management
status, the coverage is twice their final salary to age 65, then 10% decrease in coverage each year
until age 69 when the coverage will be equal to their final salary. tienally, MTA Long Island
Rail Road provides retired management employees with dental a 1sion benefits who retired after
December 1, 1996. As of December 31, 2014 and 2013, th an average of 830 and 651
participants, respectively, in the dental and vision plans. The cost ‘of providing these benefits was
$18,548 and $17,666 in 2014 and 2013, respectively.

with life insurance and health care benefits in aécordance
MTA Long Island Rail Road contributes 1009 the Plan’s
2014 and 2013, there was an average of 5,850 and 4,6
2,219 and 2,172 participants, respectively, in the med

c. MTA Long Island Rail Road provi
1995, and upon reaching age 65 (repr
2000, are not included) with a fixed menthly contribu@n tow,
follows: 4

Period Retire v Single Family

\ $ 100.00 $ 200.00
ware not yet age 65, are entitled to the cost of HIP at
i applicable, until spouse/dependents reach Medicare

Road provides represented employees who retired before December 31,
contribution towards certain medical coverage as well as employees with
e eligible with payment of their Medicare as stated below:

Long Island
ith a fixed mo
who are Medi

Single Family
July 1, 1974 to,December 31, 1982 (Train & Engine Retirees) $ 17.05 $ 38.60
July 1, 1974 to December 31, 1981 (All other Retirees) 17.05 38.60
January 1, 1983 to December 31, 1990 (Train & Engine Retirees) 40.72 113.89
January 1, 1982 to December 31, 1990 (All other Retirees) 40.72 113.89
January 1, 1991 to December 31, 1994 (All Retirees) 100.00 200.00
Medicare Part B 96.40

As of December 31, 2014 and 2013, there was an average of 1,832 and 1,766 participants, respectively,
receiving monthly contributions. The cost of providing this benefit was $5,123 and $4,804 in 2014 and
2013, respectively.

-35-

Master Page # 162 of 476 - Audit Committee Meeting 4/29/2015



The MTA Long Island Rail Road is not required by law or contractual agreement to provide funding for
postemployment retirement benefits other than the pay-as-you-go amount necessary to provide current
benefits to retirees and eligible beneficiaries/dependents. During the fiscal years ended December 31,
2014 and 2013, the MTA Long Island Rail Road paid $56,655 and $81,978, respectively. MTA
executive management at headquarters has the authority to establish or amend contributions to the plan.

Annual OPEB Cost and Net OPEB Obligation — The MTA Long Island Rail Road’s annual OPEB
cost (expense) represents the accrued cost for postemployment benefits under GASB 45. The cumulative
difference between the annual OPEB cost and the benefits paid during a year will result in a net OPEB
obligation (the “Net OPEB Obligation”), included on the Statements of Position. The annual OPEB
cost is equal to the annual required contribution (the “ARC”) less adj ents if a Net OPEB Obligation
exists and plus the interest on Net OPEB Obligations. The AR al to the normal cost plus an
amortization of the unfunded frozen actuarial accrued liability.

For determining the ARC, the MTA Long Island Rail Road has chosen to use Erozen Initial Liability
(the “FIL Cost Method”) cost method, one of the cost imethods in accordance with the parameters of
GASB Statement No. 45. The initial liability is afmortized oyer a 22-year pe remaining
amortization period at December 31, 2014 is 15 y

uarial cost method divides the present
“Accrued Liability” or “Past Service
, and the part that will be earned in

In order to recognize the liability over an employee’s care
value into three pieces: the part that is attributed to past yea
Liability”), the part that is being earned ear (the “Normal
future years (the “Future Service Liabilit the FIL Cost initial past service liability
is determined based on the Entry Age No AN”) Cost Metho 1s amortized separately. This
method determines the past service liability for each individual based on a level percent of pay. The
Future Service Liability is allocated based on'the preSent value of-fitture compensation for all members
combined to determine the'Nommal Cost. In futurefyears, actuarial gains/losses will be incorporated into
the Future Service Liability and amortized through,the Normal Cost.

Actuarial Met ssumptions — The Frozen Initial Liability (“FIL”) Cost Method is used for
Age Normal (“EAN”) Cost Method is used to determine the

wequent changes in Accrued Liability due to changes
mptions. The al Frozen Unfunded Accrued Liability was determined
nuary 1, 2006 torbe used'in the financials for the 2007 year. EAN will also be used to determine
funded actuarialtacerued liability, it the GASB 45 supplementary schedules. The EAN method

es the Accrued liability for each individual based on a level percent of pay for service accrued
valuation date.

in the

The Frozen nded Accrued Liability is determined each year as the Frozen Unfunded Accrued
Liability for the prior year /increased with interest, reduced by the end-of-year amortization payment and
increased or decreased by any new bases established for the current year.

The difference between the Actuarial Present Value of Benefits and the Frozen Unfunded Accrued
Liability equals the Present Value of Future Normal Cost. The Normal Cost equals the Present Value of
Future Normal Cost divided by the present value of future compensation and multiplied by the total of
current compensation for members less than certain retirement age.

The Annual Required Contribution (“ARC”) is equal to the sum of the Normal Cost and the
amortization for the Frozen Unfunded Accrued Liability with appropriate interest adjustments. Any
difference between the ARC and actual plan contributions from the prior year are considered an actuarial
gain/loss and thus, are included in the development of the Normal Cost. This methodology differs from
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the approach used for the pension plan where the difference between the ARC and actual plan
contributions from the prior year, if any, will increase or decrease the Frozen Unfunded Accrued
Liability and will be reflected in future amortization payments. A different approach was applied to the
OPEB benefits because these benefits are not actuarially funded.

Valuation Date — The valuation date is the date that all participant and other pertinent information is
collected and liabilities are measured. This date may not be more than 24 months prior to the beginning
of the fiscal year. The valuation date for this valuation is January 1 2012, which is less than 24 months
prior to the beginning of the 2014 fiscal year.

Inflation Rate — 2.5% per annum compounded annually.

Discount Rate — GASB 45 provides guidance to employers in selecting the,discount rate. The discount
rate should be based on the estimated long-term investment yield'on the investments that are expected to
be used to finance the benefits. If there are no plan assets, assets of the employer should be used to
derive the discount rate. This would most likely resudt'in a lower discount rate and thus, liabilities
significantly higher than if the benefits are prefunded. In recognition of the de in, short-term
investment yields, the discount rate for this Valuaﬁlas been lowered from 4.00% to 0.

Healthcare Reform — The valuation reflects the actua
costs due to the passage of the Patient Protection and Aff
March 23, 2010, as amended by the Hea re and Education
March 30, 2010.

tanding of the impact in future health
e Care Act (P.L.111-148) signed on
ciliation Act (H.R.4872) signed on

The impact of these changes had a significant impagt ompthe liabilities developed in this valuation.
However, the actual impact on future health ‘costs due to this legiSlation will depend on a number of
factors, including futurea@gulations that are notyet known. An assessment of the potential range and
cost effect of such différencesis beyond the scope of the 2012 valuation.

The OPEB-specific ial assumptions used in the mest recent biennial valuation are as follows:

~ January 1, 2012

Frozen Initial Liability
v 3.75%
2.5% per annum, compounded annually
ions *
Frozen Initial Liability
16 years
Closed

Valuation date

rial cost method

* In general, all coverages are paid for by the MTA.
Actuarial valuation involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and that actuarially determined amounts are subject to continual

revision as actual results are compared to past expectations and new estimates are made about the future.

Per Capita Claim Costs — For members of NYSHIP, unadjusted premiums were used.
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Medicare Part B Premiums —Medicare Part B premiums reimbursements were assumed to have an
annual trend of 5.0%. These trends were combined with the adjusted Getzen model trend to determine a
single weighted trend assumption. The weighting was based on an estimated liability basis.

Medicare Part D Premiums — GASB has issued a Technical Bulletin stating that the value of
expected Retiree Drug Subsidy (“RDS”) payments to be received by an entity cannot be used to reduce
the Actuarial Accrued Liability of OPEB benefits nor the Annual Required Contribution (ARC).
Furthermore, actual contributions made (equal to the amount of claims paid in a year if the plan is not
funded) will not be reduced by the amount of any subsidy payments received. Accordingly, the 2012
valuation excludes any RDS payments expected to be received.

Health Care Cost Trend — For those retirees participating in N
2013 and 2012 were 1.7% and 7.4%, respectively, reflecting act

the trend assumption used for
es)in premiums through 2013.

The trend assumption utilized in this valuation has changed from the assumption used in the previous
valuation due to the incorporation of the excise tax in the frend ass umption.

Health Care Cost Trend Rates
Fiscal Year NYSHIP
2013 1.7 %
2014 5.0
2015 5.5
2016 5.7
2017 59
2022 59
2027 6.8

2032 - 6.5
2037 6.1
2042 5.7
2047 5.5
2052 ~ 5.4

pation — For mémbers that partlclpate in NYSHIP, 100% of eligible members, including current
and surviving spouses, are assu to elect the Empire PPO Plan.

Depe Coverage —
60% of eligible me

ses afe assumed the same age as the employee/retiree. 85% of male and
rs are assumed to elect family coverage upon retirement. No children are
assumed. A family coverage elections for current retirees are used. If a current retiree’s only
dependent is ild, eligibility is assumed for an additional 7 years of dependent coverage if the
member participates indNY SHIP (otherwise, 5 years) from the valuation, date was assumed.

Demographic Assumptions:
Mortality — Preretirement and postretirement healthy annuitant rates are projected on a generational
basis using Scale AA, as recommended by the Society of Actuaries Retirement Plans Experience

Committee.

Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue-collar
adjustments.
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Postretirement Healthy Lives— 95% of the rates from the RP-2000 Healthy Annuitant mortality table
for males with Blue Collar adjustments and 116% of the rates from the RP-2000 Healthy Annuitant
mortality table for females.

Postretirement Disabled Lives— 75% of the rates from the RP-2000 Disabled Annuitant mortality table
for males and females.

Turnover and retirement rates — All demographic assumptions were based on assumptions utilized in
the 2012 actuarial valuations for the pension plans, with the exception of the mortality assumption. The
following is a table displaying the various sources of the assumptions utilized by group.

>

Group Pension Plan
LIRR Pre-1988 LIRR Plan
LIRR Post-1987 MTA DB Plan

Vestee Coverage — For members that participate in N'Y SHIP, Vestees (members ave terminated,
but not yet eligible to retire) are eligible for NMbeneﬁtS provided by the MT sland Rail
Road upon retirement, but must maintain NYS

retirement. Vestees are assumed to retire at first eligibi
coverage based on the following percentages. This ass
Recommended Actuarial Assumptions ew York State/S
to Participating Employers of NYSHIP. ercentages were
were only provided by Headquarters and L Rail Road.

ould continue to maintain NYSHIP
ion is based on the Development of
ASB 45 Valuation report provided
plied to current vestees, which

\_‘ Percent
Age at Termination Electing
' 4

<40 - %
40-43 5
44 4 20
45-46 30
47-48 40
49 50
5 1 80
100
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The following table shows the elements of the MTA Long Island Rail Road’s annual OPEB cost for the
year, the amount actually paid, and changes in the MTA Long Island Rail Road’s net OPEB obligation
to the plan for the years ended December 31, 2014 and 2013. The portion of this actuarial present value
allocated to a valuation year is called the Normal Cost. Calculations are based on the types of benefits
provided under the terms of the substantive plan at the time of each valuation and on the pattern of
sharing costs between the employer and plan members to that point. Calculations reflect a long-term
perspective.

2014 2013

Annual required contribution ("ARC") $ 152,952 $ 146,482
Interest on net OPEB obligation 17,914 16,234
Adjustment to ARC (39,653) (35,934)

Annual OPEB cost N, 131,213 126,782
Payments made (5 (81,978)

Increase in net OPEB obligation A 74,55 44,804
Net OPEB obligation — beginning of year 477,719 432,915
Net OPEB obligation — end of year $ 552,277 $ 477,719

The MTA Long Island Rail Road’s annual OPEB cost, the'percentage of annual OPEB cost contributed
to, and the net OPEB obligation for the years\efided December 31, 2014, 2013, and 2012, were as
follows: L 4

\,

Percentage of

Annual Annual OPEB  Net OPEB
~ OPEB Cost Cost Obligation
131,213 43.2 % $ 552,277
ember 31 2013 126,782 64.7 % 477,719
mber 31, 2012 V 135,031 40.6 % 432,915
The M ng Island Rail Road’s funded status is as follows:
Unfunded
Actuarial Actuarial Actuarial Ratio of
Value Accrued Accrued UAAL to
of Liability Liability Funded Covered Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Year Ended Date {a} {b} {c}={b}-{a} {a}/{c} {d} {c}/{d}
December 31, 2013 January 1, 2012 $1,271,859 $1,271,859 $456,626 278.5 %

The required schedule of funding progress immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or

decreasing over time relative to the actuarial accrued liability for benefits.
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9. ESTIMATED LIABILITY ARISING FROM INJURIES TO PERSONS

A summary of activity in estimated liability arising from injuries to persons, including employees, and
damage to third-party property as of December 31, 2014 and 2013, is presented below:

2014 2013

Balance — beginning of year $ 64,659 $ 62,982
Activity during the year:

Current year claims and changes in estimates 15,351 14,012

Claims paid (1,536) (12,335)
Balance — end of year 68,474 64,659
Less current portion (17,636) (14,190)

N

Long-term liability $ 50, $ 50,469

10. NET POSITION

Net Position as of December 31, 2014 and 2013 consists of:

2014 2013

Net investment in capital assets 475,064 $ 5,418,260

Original investments 65,000 65,000
Cumulative capital ibutions from MTA ¥ 4 4,738,846 4,738,846
Cumulative subsi from MTA 14,659,248 13,307,065
(19,770,400) (18,622,693)

(307,306) (511,782)

$ 5,167,758 $ 4,906,478

investment in capital assets and unrestricted deficit. Net investment in
ets, net of accumulated deprecaition and amortization.

11. RELATED P TRANSACTIONS

MTA Long Island Rail Road and other affiliated MTA agencies receive support from MTA in the form
of budget, cash management, finance, legal, real estate, treasury, risk and insurance management, and
other services, some of which are charged back. MTA Long Island Rail Road’s subsidies from MTA for
use in operations are recorded as credits to operations when received. Funds for MTA Long Island Rail
Road’s capital project expenditures are also provided by MTA. Funds contributed by MTA for MTA
Long Island Rail Road’s capital project expenditures are classified as nonoperating.

MTA Long Island Rail Road also sells joint prevalued fare cards on consignment on behalf of an
affiliated agency. These amounts are reflected in the accompanying Statements of Net Position. The
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dollar volume of such related party transactions for the years ended December 31, 2014 and 2013, is
shown in the following table:

2014 2013
Payments to MTA and affiliated agencies $ 147,790 $ 112,337
Payments from MTA and affiliated agencies 204,068 182,813

The resulting receivables and payables from the above transactions orded in the due from/to MTA
and affiliated agencies account included in the accompanying St ents of Net Position.

Due from/to MTA and affiliated agencies as of December 34,2014and 2013, consists of:
N
2014

2013

R

ivable Rec (Payable)

MTA
Affiliated agencies

$ 76846 $ (9,623)
616 (27,398)

Total MTA and affiliated agencies $ 77,462 $ (37,021)

On July 29, 1988, MTA, New York City Transit Authority ZZ'NYCTAA”) and TBTA entered into a lease
and related agreements whereby each agency, as sublessees, will rent an office building at 2 Broadway
in lower Manhattan an initial lease term of approximately 50 years. Through separate triple-net
sublease agreemen e lease was\appointed 21%.to MTA, on behalf of MTA Long Island Rail Road
and Metro-Nort d (“MNR”), 68.7% to NYCTA,.and 10.3% to TBTA. The lease term expires on

TA Long Island Rail Road and MNR are obligated to pay 21% of the ground lease
nts and payments relating. tonthe,2 Broadway Certificates of Participation. Pursuant to an
nt by and among A, MTA Long Island Rail Road, MNR, NYCTA and TBTA, NYCTA and
e agreed to rei se the MTA Long Island Rail Road and MNR for the space occupied by
TBTA. NY and TBTA are expected to occupy substantially all of the space at 2
Broadway reimburse the MTA Long Island Rail Road and MNR in full.

12. OPERATING

MTA Long Island Rail Road leases equipment and office facilities under agreements accounted for as
operating leases. Certain leases contain renewal options and escalation clauses based on the Consumer
Price Index. Future minimum rental payments for all noncancelable-operating leases as of December 31,
2014, are as follows:

-4 -
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Years Ending

December 31

2015 $ 1,431
2016 997
2017 993
2018 761
2019-2022 643

§ 4,825

Total rent expense for the years ended December 31, 2014 and 2
respectively, and is recorded in administrative expenses.

ounted to $6,016 and $5,637,

On July 29, 1988, MTA, New York City Transit Authority{*NYCGTA”) and TBTA entered into a lease
and related agreements whereby each agency, as sublessées, will rent an office building at 2 Broadway
in lower Manhattan for an initial lease term of appfoximately 50 years. Throu arate triple-net
sublease agreements, the lease was appointed 21%to MTA, on alf of MTA Lon Rail Road
and Metro-North Railroad (“MNR”), 68.7% to NYCTA, a . TBTA. The lease term expires on
July 29, 2048, and, pursuant to certain provisions, is ren¢ r two additional 15-year terms. Total
ase building and tenant improvements
h the issuance b of 2 Broadway Certificates of
Participation. MTA Long Island Rail R MNR are oblig 21% of the ground lease
payments and payments relating to the way Certificates articipation. Pursuant to an
CTA and TBTA, NYCTA and
TBTA have agreed to reimburse the MTA Long Island Rail Read.and MNR for the space occupied by
NYCTA and TBTA. NYE€TA,and TBTA are'expected to occupy substantially all of the space at 2
i se the MTA Long Island Rail Road and MNR in full.

13. ENVIRONMEN \

g?esponding liability, measured at its current value using the
ave been recognized for certain pollution remediation obligations that are
as a component of a capital project.

the following obligating €vents takes place:
¢ An imminent threat to public health due to pollution exists.

e MTA Long Island Rail Road is in violation of a pollution prevention-related permit or license.

e MTA Long Island Rail Road is named by a regulator as a responsible or potentially responsible
party to participate in remediation.

e MTA Long Island Rail Road is named or there is evidence to indicate that it will be named in a
lawsuit that compels participation in remediation activities, or
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e MTA Long Island Rail Road voluntarily commences or legally obligates itself to commence
remediation efforts.

MTA Long Island Rail Road does not anticipate any changes in the near future that would have a
material impact on the recorded obligations due to changes resulting from price increases or reductions,
technology, or changes in applicable laws or regulations. In addition, MTA Long Island Rail Road does
not expect any recoveries of cost that would have a material effect on the recorded obligations.

In accordance with GASB Statement No. 49, pollution remediation expenses were recorded on the
Statement of Revenues, Expenses, and Changes in Net Position for the ended December 31, 2014
and 2013, respectively. The expense provision was measured at its ¢ t value utilizing the prescribed
expected cash flow method.

As of December 31, the pollution remediation liability totaled $36.219 millien for 2014 and $32.345
million for 2013, primarily consisting of future remediation activities associated with lead and asbestos
abatement. -

14. OTHER LONG-TERM LIABILITIES A

MTA Long Island Rail Road has recorded $79.7 millio
estimated long-term sick leave payout for employees. All r
MTA Long Island Rail Road for 10 yea have more than h
Additionally, effective January 1, 2004, is. requirement is
receive a non-pensionable lump sum sever. ent representing f the value of all accrued but
unused sick days provided they have more than halfiof their sick days since January 1, 2004 accrued.
Management employees who have worked for, MTA( Long&%ﬁnd Rail Road for 10 years or more are

paid half of their sick daysswith.a maximum payout of 120 days.
Y4

4 and $73.7 million in 2013, for the
nted employees who have worked for
their sick days accrued are eligible.
epresented employees can

15. COMMITMENTS CONTINGENCIES \
Management has revie

ith counsel all other actions and proceedings pending against or involving
MTA Long Island Rail i wur}’ claims. Although the ultimate outcome of such

actions oceedings can ¢ predicte certainty at this time, management believes that losses,

16.

, 2015, the MTA Board adopted fare increases for the Company, which
became effec March/22, 2015. Monthly railroad ticket holders will begin paying the higher fare
with their April ticket. Most MTA Long Island Rail Road rail tickets will increase an average of 4
percent, depending on ticket type and distance traveled.

% %k ok ok ok ok
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REQUIRED SUPPLEMENT N (UNAUDITED)
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of the Metropolitan Transportation Authority) Schedule |

REQUIRED SUPPLEMENTAL INFORMATION — (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS — POSTEMPLOYMENT BENEE
(Dollars in thousands)

Ratio of
Actuarial UAAL
Years Valution Value of Funded To Covered
Ended Date Assets Ratio Payroll
(A) (A/C) (C/D)
December 31, 2014 January 1,2012  $ $456,626 278.5 %
December 31, 2013 January 1, 2012 456,626 278.5
December 31, 2012 January 1, 201 1,249,623 493,408 2533
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MTA LONG ISLAND RAIL ROAD
(Subsidiary of the Metropolitan Transportation Authority) Schedule Il

REQUIRED SUPPLEMENTAL INFORMATION — (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS AND FUNDING PROGRESS
(Dollars in thousands)

NSION BENEFIT PLAN

LIRR Additional Plan

Actuarial UAL
Actuarial Annual Actuarial Accrued as % of
Valuation Required Percentage Value of Funded Covered
Date Contribution Contributed Assets Ratio Payroll

(A) (A/B) (C/D)

January 1, 2014 $112,513 100.00 % $485,779 29.41 % 3,970.63 %

January 1, 2013 119,325 167.10 % 400,783 24.08 3,823.77
January 1, 2012 116,011 100.00 % 437,421 1,633,261 26.78 40,033 2,987.14
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Metro-North Commuter
Railroad Company

(Subsidiary of the Metropolitan Transportation
Authority)

Financial Statements as of and for the
Years Ended December 31, 2014 and 2013,
Required Supplementary Information, and

Independent Auditor’s Report
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)
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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Financial Statements

orth Commuter Railroad
corporation subsidiary of
013, and the related

e years then ended,
Metro-North

We have audited the accompanying statements of net position of the Metr,
Company (the “MTA Metro-North Railroad”), a wholly owned public
Metropolitan Transportation Authority (“MTA”), as of December 3 14
statements of revenues, expenses, and changes in net position and cash flows
and the related notes to the financial statements, which collecti comprise the
Railroad’s financial statements as listed in the table of cont

Managements Responsibility for the Financial Stat
Management is responsible for the preparation and fair prese these financial statements in
accordance with accounting principles generally accepted in the d States of America; this includes
the design, implementation, and maintenanc internal control re t to the preparation and fair
presentation of the financial statements that a om material misstatement, whether due to fraud or
error.

Auditor’ s Responsibility

Our responsibility is to ex
conducted our audits 1
America. Those standard
whether the financial state

An audit involve

sentation of the financial statements in order to design audit procedures
tances, but not for the purposes of expressing an opinion on the
orth Railroad’s internal control. Accordingly, we express no such

reasonableness of si
presentation of the fina

ccounting estimates made by management, as well as evaluating the overall
statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the MTA Metro-North Railroad as of December 31, 2014 and 2013, and the respective
changes in net position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of a Matter

As discussed in the notes to the financial statements, MTA Metro-North Rai
The MTA is a component unit of the State of New York. MTA Metro-N
subsidies from and has material transactions with MTA. MTA Metro-
the Connecticut Department of Transportation (“CDOT”) to supportithe Co
New Haven Line. Our opinion is not modified with respect to this matter.

is a subsidiary of MTA.
ailroad requires significant
so relies on subsidies from
icut operations of the

Other Matters
Accounting principles generally accepted in the Unit

Benefit Plan on page 42; and the Schedule of Employer Contr and Funding Progress- Cash
Balance Plan on page 43, be presented to supplement the financi ements. Such information,
although not a part of the financial statemen ental Accounting Standards
Board who considers it an essential part of fi orting for placing the financial statements in an
appropriate operational, economic, or historical €o have applied chl limited procedures to
the required supplementary information in acco standards generally accepted in the
United States of America, which consisted of i 1nqu1rles mentidbout the methods of preparing the
1nf0rmat10n and comparlng the i i ncy with management’s responses to our

e we obtainéd during our audits of the financial
assurance on the information because the

to express an opinion or provide any

on or provide
limited procedures do no th sufficient evi

assurance.

A%, 2015

.
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013
(Amounts in thousands)

1.

OVERVIEW OF THE FINANCIAL STATEMENTS

I ntroduction

The following is a narrative overview and analysis of the financial activitiesiof the Metro-North
Commuter Railroad Company (the “MTA Metro-North Railroad” or the “Company”) for the years
ended December 31, 2014 and 2013. It is intended to served@s an introductionto the MTA Metro-North
Railroad’s financial statements which have the following compo?l“ents: (1) Management’s Discussion
and Analysis (MD&A), (2) Financial Statements and{(3) Notes to.the Financial Stat S.

Management’s Discussion and Analysis

f how the MTA Metro-North
tors that, in management’s view,

The management discussion and analysis provides an assess
Railroad’s position has improved or det ted and identifies
significantly affected the Company’s ove
conclusions by the Company’s managemen uld not be consi replacement for, and must
be read in conjunction with, the financial sta

The Financial Statements

The Statements of Position provide information.about the nature and amounts of resources with
present service

net assets by the Comp at is'applicable to a future reporting period (deferred outflow of resources),
present obligations to sac Wﬂpany has little or no discretion to avoid
(liabiliti nd acquisition et assets by mpany that is applicable to a future reporting period

xpenses and Changes in Net Position show how MTA Metro-North
during each year and accounts for all of the current and prior year’s

¢ the success of the Company’s operations over the twelve months and
the Company has funded its costs.

The Statements of Cash Flows provide information about the MTA Metro-North Railroad’s cash
receipts, cash payments and net changes in cash resulting from operations, noncapital financing and
capital related financing activities.

-3-
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The Notes to the Financial Statements

The notes provide information that is essential to understanding the financial statements, such as the
MTA Metro-North Railroad’s basis of presentation and significant accounting policies.

The notes also have the details of cash, capital assets, employee benefits, lease transactions and future
commitments and contingencies of the MTA Metro-North Railroad, including any other events or

developing situations that could materially affect the MTA Metro-North Railroad’s financial position.

Required Supplementary I nformation

The Required Supplementary Information provides informati
Railroad’s progress in funding its obligation to provide pension
employees.

cerning MTA Metro-North
other postemployment benefits to its

FINANCIAL REPORTING ENTITY ~

The MTA Metro-North Railroad is a wholly owneddpublic benefit‘eorporation subsidi e
Metropolitan Transportation Authority (“MTA”), established i ber 1982 pursuant to the New
York State Public Authorities Law and is a part of the rela cial reporting group‘of the MTA. The
MTA is a component unit of the State of New York.

The MTA Metro-North Railroad plays a
Commuter service is provided every day o

in the transport etwork for the region.
palthough freque ervice varies by route, day
of week and time of day. Passenger transportation is‘provided between New York City and the suburban
communities in Westchester, Dutchess, Putnam, Orange, and\Rbckland counties in New York State, and
New Haven and Fairfield counties in Connecticut. The Company has direct operating responsibility for
the entire New Haven muter railroad line under a Service Agreement among MTA, MTA Metro-
North Railroad an Connecticut\Department of Transportation (“CDOT”). Under the terms of the
Service Agreem T pays 65% of the net operating deficit of the New Haven main line operating

deficit.
The MT etro-Nerth Rai also mgreement with New Jersey Transit (“NJT”’). The

t allows'NJT to provide passenger service on the Port Jervis and Pascack Valley Lines in the

f New York (referred to as “West of:Hudson”). The MTA Metro-North Railroad compensates
that service, for their operating deficit, capital needs and under certain prescribed circumstances
d down amoun

INFORMATION

The following s ns will discuss the significant changes in the MTA Metro-North Railroad’s financial
position for the years ended December 31, 2014 and 2013. Additionally, an examination 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, summaries of the financial statements and the various exhibits
presented are in conformity with the MTA Metro-North Railroad’s financial statements, which are
presented in accordance with accounting principles generally accepted in the United States of America.
All amounts are in thousands.
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Total assets (In thousands)

As of December 31, Increase/(Decrease)
2014 2013 2012 2014-2013 2013-2012
Capital assets —net  $4,440,691 $4,388,372 $4,306,250 $ 52,319 § 82,122
Other assets 271,772 233,340 234,682 38,432 (1,342)
Total assets $4,712,463 $4,621,712 $4,540,932 $ 90,751 $ 80,780

Total other assets primarily consist of cash, receivables due from MT,
farecards (MetroCard subway tickets) on consignment, materials
obsolescence, and prepaid expenses.

d affiliates, other receivables,
ies net of the reserve for

Significant changes in assetsinclude: B,

December 31,2014 versus 2013 .

e Net capital assets increased from December 31, 2013t
Major additions to capital assets in 2014 included $71, signal improvements, $51,043 for
substation improvements, $49,199 for turnout and switch cements, $29,692 of M-8 passenger
cars, $22,507 for Positive Train Con 0,591 of Harmon improvements and $16,994 for
parking improvements, offset by depr

e Other assets increased in 2014 by $38,432 or 16.5%. Increases indeceivables from CDOT of
$17,444 and from MTA of $14,156 are primarily'related to retfoactive wage adjustments covering
periods from 2011-2014. Other receivables include a refund of real estate taxes on the Graybar

lease of $7,257 e years 2008-2013. Prepaid expenses’include $28,000 in advance payments of
Defind Bene ion Plan, an increase of $14,338 over previous year’s advance. In addition, there

was a prepaymen
unrestricted Other
wage adjustments in th

YSHIP of $8,397. These'inefeases were partially offset by the utilization of

er 31, 2013 verSus 2012

apital assets inc
ditions to cap

d from December 31, 2012 to December 31, 2013 by $82,122 or 1.9%.
ssets in 2013 included $88,393 of M-8 passenger cars, $31,291 for

improvements, $18,522 for New Haven line station improvements, $17,289 of signal

, $13,257 for turnout and switch replacements, $12,504 for NYPA energy efficiency

972 of Harmon shop improvements, offset by depreciation and amortization of

$230,045.

e Other assets deCreased in 2013 by less than 1%. Decrease in receivables from MTA of $25,000

relating to the transfer of funds to the OPEB trust were offset by increases in Inventory of $10,228,
Cash of $5,903 and Invested funds at MTA of $4,964.
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Total liabilities (In thousands)

As of December 31, Increase/(Decrease)
2014 2013 2012 2014-2013  2013-2012
Current liabilities $340,024 $253,578 $202,595 $ 86,446 $ 50,983
Noncurrent liabilities 484,566 436,022 360,901 48,544 75,121
Total liabilities $824,590 $689,600 $563,496 134,990 $126,104

Total current liabilities primarily consist of accrued payroll and relat
portion of claims liabilities, amounts due to MTA and affiliates a ts payable accrued in the
normal course of business. Noncurrent liabilities primarily consist of OPEB, the long-term portion of the
claims liability, and a capital lease obligation for Grand Centtal Terminal.

-

inge benefits, the short-term

Significant changesin liabilities include:

December 31,2014 versus 2013 A

e  Current liabilities increased in 2014 by $86,446 or 34.1 e majority of the increase is in Payroll
and related fringe benefits of $96,538 primarily due to ret ive wage adjustments for both
management and agreement employ ering 2011-2014. is partially offset by a decrease in
the liability to CDOT by $11,237 as a e retroactive w justment accruals.

e Non-current liabilities increased in 2014 by, $48,544 orT‘bl% due’to changes in the actuarial
valuation of OPEB of $58,373, offset by a decrease in claims liabilities of $11,722. The Company
recorded significantdiabilities in 2013 due toSeveral majorncidents.

\

50,983 0r 25.2%. The increase includes $20,307 due to

ion o rand Central Terminal, $16,264 of increased accruals
ing of payments, and $4,155 of accrued wage adjustments for

reement employeesiin accordance with the MTA Financial Plan. In addition, the liability to CDOT
reased by $7,854 to the time payments during the year related to the pre-payment of

ory for mainten of the New Haven Line.

t liabilities inereased in 2013 by $75,121 or 20.8% due to changes in the actuarial
,724 and increased anticipated claims liabilities of $37,436 as a result of

2013 incide
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Total net position (In thousands)

As of December 31, Increase/(Decrease)
2014 2013 2012 2014-2013 2013-2012
Net investment in
capital assets $4,426,006 $4,373,456 $4,291,117 $ 52,550 $ 82,339
Unrestricted (538,133) (441,344) (313,681) (96,789) (127,663)

Total net position $3,887,873 $3,932,112 $3,977,436 $ N44,239)  §$(45,324)

In 2014, the total net position decrease of $ 44,239 is mainly attfibute $160,119 of retroactive wage
adjustments and related fringe benefit covering 2011-2014.

In 2013, the total net position decrease of $45,324 includes $335,1 88 of impact related to service
disruptions. These events are described under Result§ of Operations.

Years Ended Dece
2013

Increase/(Decrease)
2014-2013 2013-2012

Operating revenues $ 669,157 $ 37,309 $ 30,236
Operating expenses ,398,690) (129,814) (150,469)
Asset impairment & related expenses (7,479) 7,479 4,353
Operating loss (822,038) (737,012) (621,132) (85,026) (115,880)
4
Total nonoperating re 777,799 691,688 529,956 86,111 161,732
(44,239) (45,324) (91,176) 1,085 45,852
977,436 4,068,612 (45,324) (91,176)

$ 3,887,873 $ 3,932,112 $ 3,977,436 $§  (44,239)  §(45,324)

r Sourcev

2.0% and 92.5% of operating revenues in 2014 and 2013, respectively.
venue represents collection of rental income from stores in and around passenger
e generated from advertising and the sale of food and beverages on platforms and

stations, and
trains.

MTA Metro-North (East of Hudson) passenger revenue increased in 2014 by $30,874 or 5.0%, and
ridership increased by 1,170 million or 1.4%. The revenue increase is primarily a reflection of a 5.04%
Connecticut fare increase implemented on January 1, 2014.

MTA Metro-North (East of Hudson) passenger revenue increased in 2013 by $31,507 or 5.4%, and
ridership increased by 543 thousand or 0.7%. The revenue increase is primarily a reflection of a 5.04%
Connecticut fare increase implemented on January 1, 2013 and New York State fare increase of
approximately 9% implemented on March 1, 2013.
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Expenses by Category

December 31,2014 versus 2013

Salaries and wages increased by $130,440 or 27.2% in 2014 over 2013. This increase is primarily due
to retroactive wage adjustments covering 2011-2014.

Retirement and Other Employee Benefits increased by $6,120 or 2.5% in 2014 over 2013. The
increase in fringe benefit expenses of $29,679 largely relating to the retroactive wage adjustments was
offset by lower employee claims expenses of $11,436 and an increase in verhead costs recovery
relating to capital projects of $12,122.

Electric Power costs increased by $6,999 or 9.4% in 2014 over . This increase reflects price rate
and increased usage as well as a new sub-station along the New Haven line.

Fuel costs decreased by $1,995 or 6.7% in 2014 over 2013." This*decrease primarilyreflects lower rates.

ificant provisions

Claims costs decreased by $33,199 or 84.4% as 2%contained si
Haven Line and Spuyten Duyvil derailments.

Maintenance and Other Operating Contracts increased $8,
related to $6,661 for the new lease at G r, $2,587 for loco
vehicle repairs and $2,278 of MTA Polic ffset by a real es

8.6%. This increase is primarily
overhauls, $2,877 for non revenue
x refund of $7,295.

Environmental Remediation decreased by $295 in 2014'0x.15.3%. Seyeral lead and asbestos abatement
projects including GCT, Fordham Station an arlem/Fudsofibines Power Improvements amounted to
$1,527 for the year comparedito the one significantdenvironmental contract for $1,910 in 2013 for the
Harlem River Lift Bridge lead and asbestos abatement project. ¢

Professional seryi tracts increased by $905 or.3.9%. Engineering services increased by $554

primarily due to track gineering services to address safety initiatives, support and maintenance of
bridge inspection and ma mction manual for bridges and structures. In

arket research and ridership analysis by $297, offset
ction 1 IT vendor costs.

sed by $5,% or 8.2% primarily due to increased usage of truck and
tenance' of Equipment (“M of E”) of $3,733 related to the M7 10-year
enue equipment related to the December 2013 Spuyten Duyvil incident
uipment repair for Maintenance of Way (“M of W”).

sand suppliesin
materials for
am, repairs o

Other business sesdncreased by $1,556 or 3.9%. The increase was due to $2,916 of higher
premiums related to the MTA Catastrophic Bond program, increase of $445 credit card fees offset by an
accrual of $2,104 in, 2013 for damaged cars from the Spuyten Duyvil derailment.

Depreciation expense amounted to $232,100 in 2014, an increase of $2,055 or less than 1%. Included in

the increase was $4,204 of accelerated depreciation due to the disposal of M-6 cars prior to their
estimated useful life.
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December 31,2013 versus 2012

Salaries and wages increased by $36,635 or 8.3% in 2013 over 2012. This increase is primarily due to
overtime of $13,517 reflecting work efforts associated with the Right-of-Way Improvement project that
includes track and drainage improvements, mud spots and concrete ties repairs in the Bronx. In
addition, incremental costs have been incurred related to several service disruptions including derailment
incidents and the New Haven Con Ed Power outage. Additionally, this increase includes retirement
payouts of $7,622 and $4,155 in accrued wage adjustments of 1.97% for agreement employees starting
July 15, 2013 in accordance with the MTA Financial Plan.

Retirement and Other Employee Benefits increased by $36,858 or 17.9% in 2013 over 2012. This
increase is primarily due to an increase in MTA Defined Benefit Pl ing requirements, higher
health insurance premiums associated with higher labor costs. I ition, Other Fringe Benefits

increased by $11,745 reflecting primarily higher employee claim provisions.

Electric Power costs increased by $4,431 or 6.3% in 2018 over 2012. This increase teflects price rate
and increased usage.

Fuel costs increased by $847 or 2.9% in 2013 over 2012. This i reflects primarily higher diesel
consumption and higher rates, and a longer than usual win

Claims costs increased by $38,972 in 2 rimarily due to hig ojected passenger claims
provisions driven by the May New Have

Maintenance and Other Operating Contracts increased $8,0\1§]or 9.3%. This increase reflects higher
MTA Police costs of $3,327, maintenance expenses related to Right-ef-Way Improvement Project of
$2,857 and bus services usediduring service distuptions of $2,847.

v

iation inereased by $1,797'in 2013 over 2012 primarily related to Harlem River
tos abatement project of $1,910.

Environmental R
Lift Bridge lead

Professional service con 3.2% as 2012 included engineering services related
i ion services for al ine bridges.

lals and suppliesinereased by $2,§9 or 4.1% primarily due to adjustments for obsolete material

expenses i
premiums d to the M

ased by $10,645 or 36.3%. Insurance costs of $3,597 reflecting higher
atastrophic Bond program contributed to this increase, as did New

ts, which increased by $2,833 related to higher cost indices and additional
adjustment of Hurricane Irene expenses recorded in 2012. In addition,
there was an accrual for car damages due to the December Spuyten Duyvil derailment of $2,104 and
lower Amtrak cost recovery of $2,150 primarily due to reductions in train time performance.

Depreciation expense amounted to $230,045 in 2013, an increase of $7,488 or 3.4% compared to

$222,557 in 2012. The increase is due to the addition of M-8 cars in 2013 for $1,689 half year
depreciation and the M-8 cars in 2012 for $6,806 full year depreciation.
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Nonoperating Revenues by Major Source

MTA Contributions for Capital Projects— MTA capital contributions decreased in 2014 by $9,3420r
3.4%. The decrease in 2014 is primarily due to the $56,334 decrease for the purchase of M-8 cars from
$86,025 in 2013 to $29,691 in 2014 offset by $22,507 for Positive Train Control and $19,752 of
substation improvements. MTA capital contributions increased in 2013 by $56,263 or 26.0%. The
increase in 2013 is primarily due to the $54,944 increase for the purchase of M-8 cars from $31,081 in
2012 to $86,025 in 2013.

er,2013 by $66,326 or
013 incidents and $14,292 of
pacts of the retroactive
recorded when paid and vary

MTA Operating Subsidies— MTA operating subsidies increased in 201
20.4% primarily due to $26,038 of claims payouts mainly relating to t
retroactive wage payouts. The remainder is related to the fringe be
payouts and the ongoing higher wage rates. Operating subsidies
according to the cash needs of the MTA Metro-North Railroad.

primarily for the accrued 2011-2014 retroactive wage adjustments
by an increase in fare revenue of $11,093 from the 5.04% Connecti
in January 2014. The amount CDOT is required to contribute i
based on the New Haven Line deficit.

OVERALL FINANCIAL POSITION ULTS OF OP
ECONOMIC CONDITIONS

Economic Conditions P

is the.most transit-intensive region in the United States. A financially sound and
ystem is eritical to the region’s economic well-being.

Metropolitan New Y
reliable transportati

Many different econo ces can.affect the MTA Metro-North Railroad’s ridership base in different
ways. In order to achieve imum CWCCGSS in its operations, the MTA Metro-North

i st identify econ trends an ually implement strategies to adapt to changing
¢ conditions.

A Metro-North R ad requires significant subsidies from and has material transactions with
the In addition, M etro-North also relies on subsidies from the Connecticut Department of
(“CDOT”) to support the Connecticut operations of the New Haven Line.

f seasonally adjusted non-agricultural employment in New York City for the fourth
quarter was higher inn2044 than in 2013 by 87.3 thousand jobs (up 2.2%). On a quarter-to-quarter basis,
New York City employment has increased in each of the last sixteen 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.

The employment gain for New York City in the fourth quarter is consistent with an improving national
economy; fourth quarter Real Gross Domestic Product (“RGDP”) grew at an annualized rate of 2.6%,
according to the most recent advance estimate released by the Bureau of Economic Analysis. The
increase primarily reflected contributions from personal consumption expenditures, exports, state and
local government spending, non-residential fixed investment, and private inventory investment, partially
offset by a decline in federal government spending and an increase in imports. Fourth quarter RGDP
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growth slowed relative to third quarter growth as federal government spending, non-residential fixed
investment and exports fell, while imports rose. The national economy has now grown in twenty of the
last twenty-two quarters.

The New York City metropolitan area’s price inflation of 0.6% was lower than the national average of
1.0% in the fourth quarter of 2014. A 7.8% fall in the price of energy products dampened the overall
rise in consumer prices: the Consumer Price Index (“CPI”) exclusive of energy products increased by
1.5% in the New York-New Jersey-Long Island area. Consistent with the fall in overall energy prices,
spot prices for New York Harbor conventional gasoline fell by 22.8% from an average price of $2.698 to
an average of $2.082 per gallon between the fourth quarters of 2013 and 2014.

In June 2014, the Federal Reserve Bank announced that the Federa arket Committee (“FOMC”)
would continue targeting the Federal Funds rate to the range of 0 0.25%,a range consistent with its

statutory dual mandate to foster maximum employment within a'context of price stability. The Federal

Funds rate has remained in this range since late 2008, as financial and housing martket crises deepened.

In fact, the Federal Reserve Bank began to pursue expans§ionary intervention more than a year earlier as
a response to the impending economic downturn: sineé the third
Bank has sought to mitigate the consequences of

resulted from the national mortgage crisis. In March 2009,
large scale purchases of government guaranteed assets. Th

1ve of the program, which was
curities, thereby lowering interest

In spite of the steady improvement in econ vity.in the second, and fourth quarters of 2014,
the FOMC elected in December to maintain an accommodative stance by continuing to target a Federal
Funds rate in the range of 0% to 0.25%, noting that, partly becausesof the decline in energy prices,
inflation rates remained below'the Committee’s lofig-run objective; while labor markets evinced signs of
improvement, the FO observed that recovery in the housing sector remained slow. In addition to
maintaining the F Funds rate, the FOMC announced additional measures to foster conditions
amenable to financia ets, including the continuatient of its policy of reinvesting principal payments
from its holdings of age
securities at.auction.

of Operations
014, Metro-No tablished a “100-Day Action Plan” in response to a series of derailments
ed with input from the Federal Railroad Administration (“FRA”), the
Board (“NTSB”), the MTA Blue Ribbon Panel on Safety, elected

, the plan set forth 32 initiatives, all of which Metro-North either
completed or b within/the 100-day timeframe. Metro-North is fully committed to carrying out these
initiatives, while maintaining a relentless focus on the safety of customers, employees, and neighbors.
With these and other, measures, Metro-North has begun the work of returning the railroad to its “best-in-
class” status.

Metro-North’s total ridership of 85.2 million in 2014 was the highest in the railroad’s history. The East-
of-Hudson ridership of 83 million surpassed the previous record of 81.8 million set in 2013. The Hudson
Line was the fastest growing line with a 2.3-percent increase and a record 16.2 million customers. The
New Haven Line was up 1.6 percent with 39.6 million riders, surpassing last year’s record by 0.6 million
customers. The Harlem Line grew 0.7 percent with 27.1 million customers. Commutation ridership
grew 0.5 percent, while non-commutation ridership increased 2.7 percent.
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Combined ridership on the three Metro-North-operated connecting services (Haverstraw-Ossining Ferry,
Newburgh-Beacon Ferry, and Hudson Rail Link) decreased by 1.2 percent in 2014 to just over 0.53
million riders, with increases on the rail link offset by decreases on both ferries. West-of-Hudson
ridership rose by 6.8 percent to 1.7 million, with a 3.6-percent increase on the Port Jervis Line and a
12.2-percent surge on the Pascack Valley Line. The increases are attributable to reliable service, an
improving economy, and customers returning after the disruptions of Superstorm Sandy and other
weather events.

91.5 percent, down from
ormed at 93.6 percent OTP,
rcent OTP. Factors

Metro-North’s system-wide “on-time performance” (“OTP”) for 2014 total
94.8 percent in 2013 and below the goal of 93 percent. The Harlem Line
the Hudson Line at 91.8 percent OTP, and the New Haven Line at 89.
contributing to the decrease included: speed restrictions enacted by xecutive Order 29 following a
December 1, 2013, derailment; extreme weather in the first qua f 2014; aggressive track inspections
and maintenance requiring temporary speed restrictions; a fire that destroyed critical switch and signal
equipment near Cos Cob, limiting peak-direction trains on the New Haven Line; and the repeated failure
of the 118-year-old rotating Walk Bridge at Norwalk, CT. West- -of-Hudson OTP totaled 95.4 percent, a
slight decrease from 97.3 percent the previous yea“ue largely to the harsh weathe e first quarter
of 2014.

SIGNIFICANT CAPITAL ASSET ACTIVITY

Capital Program — The MTA Metro- i ’ i MTA’s Capital Program for

2005-2009 totals $1.487 billion. The com i aled $11.5 million. The MTA
Metro-North Railroad’s portion of the MT
which $516.5 million has been allocated to

ht the infrastructure, including tracks, passenger stations and
d repw new or refurbished maintenance shops. The

made duri r capital programs yielded dramatic improvements in

o
CTS, DECISIONS, OR CONDITIONS

the MTA Board approved the proposal for an increase in New Haven Line fares for
tions located in Connecticut. The approval provided for a cumulative increase of
approximately 16.2%, phased in as of January 1, 2012 (5.3%), January 1, 2013 (5.04%), and January 1,

2014 (5.04%).

In December 2012, the MTA Board approved the proposal for an increase in fares for travel between
New York State stations. Most ticket types increased by approximately 9% as of March 2013.

On October 1, 2013, the MTA Board approved a credit for New Haven Line customers with monthly or
weekly tickets during the ConEd power outage from September 25, 2013 through full service restoration
on October 7, 2013. Customers received a prorated credit towards the purchase of a future ticket for
every week that the service disruption continued. Total credits processed through December 31, 2013
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were approximately $4,077 and an additional $98 was processed through March 31, 2014, the credit
expiration date.

For the year ended December 31, 2013, MTA Metro-North Railroad has recorded the financial impact
for service disruptions as follows:

e New Haven line Derailment $ 26,516

5,744

$ 1},858

e Con-Edison New Haven line Power Outage
e Spuyten Duyvil Derailment

There was no significant residual financial impact from these se disruptions recorded in 2014.

Governance Changes

Joseph J. Giulietti, formerly the Executive Directo
Authority and a MTA Metro-North Railroad veteran,
North Railroad as of February 10, 2014.

w president of Metro-

vious seven years, assumed new
h Railroad in mid-February,

neral Counsel for t
el of MTA Met

James B. Henly, who had served as MT
responsibilities as Vice President & Gene
2014.

Catherine Rinaldi, who served as MTA Chief Stay years, joined MTA Metro-North

Railroad as Executive Vi ident effective uary 12,
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(Amounts in thousands)

ASSETS

CURRENT ASSETS:
Cash (Note 3)

Fare cards
Invested funds at MTA (Note 2)

Receivables:
Passenger
Due from MTA and affiliated agencies (Note 11)
Due from CDOT
Due from NYSDOT
Due from Amtrak
Rents
Other
Less allowance for doubtful. aceounts

Total receivable

Materials and supplies —
$36,596 and $35,292 in 20

Prepaid

current assets

Capital assets
Invested funds a
Other

Total noncurrent assets

TOTAL ASSETS

See notes to financial statements.
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014 2013
14281 $ 18,747
11,043 15,162

5,01

9,847

4,949 4,273
38,503 22,894
17,444 -

2,481 1,036

2,575 2,452

3,974 3,084
10,614 2,908

(718) (913)
79,822 35,734
88,174 85,156
56,848 30,570

255,186 195,216

4,440,691 4,388,372

11,739 32,580

4,847 5,544

4,457,277 4,426,496

$4,712,463 $4,621,712
(Continued)
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(Amounts in thousands)

2014 2013
LIABILITIES AND NET POSITION

CURRENT LIABILITIES:
Accounts payable 56,914 $ 63,604
Due to MTA and affiliated agencies (Note 11) 42 882 34,767
Due to CDOT - 11,237
Accrued expenses: ~

Payroll and related fringe benefits

194,6
Current portion of estimated liability arising from i%s to

98,064

persons (Note 9) 16,078 15,723
Unearned passenger revenue 13,223 13,910
Other 16,325 16,273

Total current liabilities 340,024 253,578

NONCURRENT LIABILITIES:

Estimated liability for other postemployment benefits (Note 7)\\\; _ 397,881 339,508
Estimated liability arising from.injuries to persons(Note 9) 51,169 62,891
Capital lease obligation ( 8) ¥ 4 14,564 14,802
Due to MTA and affili agencies (Note 11) 7,427 10,053
Other long-term liabj ) 13,525 8,768
Total noncurrent liabi V 484,566 436,022
824,590 689,600

4,426,006 4,373,456
(538,133) (441,344)

3,887,873 3,932,112

TOTAL LIABILITIES AND'NET POSITION $4,712,463 $4,621,712

See notes to financial statements. (Concluded)
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2014 AND 2013

(Amounts in thousands)

2013

$ 618,812
29,895
14,070

6,209
171

669,157

2014
OPERATING REVENUES:
Passenger 649,850
Rents and utilities 33,594
Advertising 15,324
Food and beverage 0,244
Other 1,454
) N
Total operating revenues 706,4
OPERATING EXPENSES:

Salaries and wages

610,228

479,788

Retirement and other employee benefits 248,428 242,308
Postemployment benefits other than pensions 82,475 78,690
Electric Power 81,415 74,416
Fuel 27,642 29,637
Claims 6,129 39,328
Maintenance and other operating contracts 102,273 94,183
Professional service contracts 24,214 23,309
Environmental Remediation 1,632 1,927
Materials and supplies < 70,434 65,081
Depreciation and amorti \ 232,100 230,045
Other business expen 41,534 39,978
1,528,504 1,398,690
ote 13) 7,479
(822,038) (737,012)
N/
es 2 and 13):
263,164 272,506
392,152 325,826
CDOT subsidies to NHL operations 117,658 82,657
Other Non-operating ue and expenses (637) (568)
FTA-FEMA Reimbursement 5,462 11,267
Total nonoperating tevenues 777,799 691,688
CHANGE IN NET POSITION (44,239) (45,324)
NET POSITION - BEGINNING OF YEAR 3,932,112 3,977,436
NET POSITION - END OF YEAR $ 3,887,873 § 3,932,112

See notes to financial statements.
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METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(Amounts in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:

Passenger receipts

Rents, sundry, and other receipts
Payroll and related fringes
Other operating expenses

Net cash used in operating activities

CASH FLOWS FROM NONCAPITAL FINANCING

Operating subsidies from MTA

Operating subsidies from CDOT

Other Non-operating revenue and expenses
FTA/FEMA Reimbursement

Cash provided by noncapital financing

CASH FLOWS FROM CAPITAL AND RELA
FINANCING ACTIVITIES:
Capital contributions from MTA
Capital expenditures

Net cash used 1

NET (DECREASE)/INCR
CASH — Beginning of year

IATION OF OPERATINGLOSS
PERATING AC TIES:

econcile to ne
i etirements

eceivables

NET CASH

sh used in operating activities:
d expenses, and other liabilities

Net (increase)/decrease in materials and prepaid expenses

NET CASH USED IN OPERATING ACTIVITIES

-

ﬂ' IVITIES:

NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES:
In 2014 and 2013, MTA contributed capital assets of $184,774 and

$213,694 respectively, to the Company.

See notes to financial statements.
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2014 2013
648360  $ 620,938
54,877 51,133
(800,139) (764,960)
(360,742) (254,902)
(457,644) (347,791)
389,711 323,385
92,814 66,080

456 482
5,463 11,267
488,444 401,214
68,133 63,413
(103,399) (110,933)
(35,266) (47,520)
(4,466) 5,903
18,747 12,844

$ 14281 $ 18747

$ (822,038) $ (737,012)
232,100 230,045
140,445 131,405

286 12,132
(8,437) 15,639
$ (457.644) S (347.791)
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METRO-NORTH COMMUTER Railroad Company

(Subsidiary of the Metropolitan Transportation Authority)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(Amounts in thousands)

1. BASIS OF PRESENTATION

Reporting Entity — The Metro-North Commuter Railroad Co “MTA Metro-North
Railroad”) is a wholly owned, public benefit corporation subsi of the Metropolitan Transportation
Authority (MTA), established in September 1982 pursuant to the New York State,Public Authorities
Law and is a part of the related financial reporting group.of the MTA. The MTA'is a.component unit of
the State of New York.

The MTA Metro-North Railroad performs a publiérvice by prov
transportation between New York City and the suburban'e

passenger
Westchester, Dutchess,
ew Haven and Fairfield Counties in
e entire New Haven commuter
railroad line under a service agreement a h Railroad and the Connecticut
Department of Transportation (“CDOT”). i i ibility for the
Harlem/Hudson Lines in New York State. I
MTA Metro-North Railroad and New Jersey Transit Rail Opérations, Inc. (“New Jersey Transit”) the
Company funds certain net operating costs of the Poft Jervis and Pascack Valley Lines operated by New
Jersey Transit.

Substantial deficit
such deficits will co
operations and capital n
state and federal grants, th
made

1t from providing these services and the MTA Metro-North Railroad expects that
in the foreseeable future. Funding for the MTA Metro-North Railroad’s

is providi MTA and CDOT. MTA obtains the required funds from
ic and other sources. Certain funding by MTA is

of bo
ailroad on a retionary basis. The continuance of the MTA
orth Railroad’s operations has been, and will continue to be, dependent upon the receipt of
te funds from the MTA, as well assstibsidies provided by CDOT.

etro-North R d is net liable for real estate or personal property taxes on its properties,
on substantially all of its purchases.

IGNIFICANT ACCOUNTING POLICIES

Basis of Accounting ~< The accompanying financial statements are prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.

Metro-North Railroad applies Governmental Accounting Standards Board (“GASB”) Codification of
Governmental Accounting and Financial Reporting Standards (“GASB Codification™) Section P80,
Proprietary Accounting and Financial Reporting.

-18 -
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New Accounting Standards —

The MTA Metro-North Railroad has not completed the process of evaluating the impact of GASB
Statement No. 68, Accounting and Financial Reporting for Pensions. Statement No. 68 replaces the
requirements of Statement No. 27, Accounting for Pensions by Sate and Local Governmental
Employers and Statement No. 50, Pension Disclosures, as they relate to governments that provide
pensions through pension plans administered as trusts or similar arrangements that meet certain criteria.
Statement No. 68 requires governments providing defined benefit pensions to recognize their long-term
obligation for pension benefits as a liability for the first time, and to more comprehensively and
comparably measure the annual costs of pension benefits. The Statement enhances accountability
and transparency through revised and new note disclosures and RSI. rovisions in Statement No. 68
are effective for fiscal years beginning after June 15, 2014.

The MTA Metro-North Railroad has completed the process of evaluating the impact of GASB Statement
No. 69, Government Combinations and Disposals of Government Operations. GASB Statement No. 69
establishes accounting and financial reporting standards #€lated t6 government combinations and

entire legally separate entities and in
No. 69 provides accounting and

financial reporting guidance for disposa
GASB Statement No. 69 requires disclos nt combinations and disposals
of government operations to enable financi ent,users to evalu nature and financial effects
of those transactions. The MTA Metro-North has determined that GASB Statement No. 69 had no
impact on its financial position, results of operations,and cash flowst

The MTA Metro-No
Accounting and Fi
local governme
government to recogni
guarantor will be require

as completed the process of evaluating the impact of GASB Statement No. 70,
ial Reporting for Nonexchange Financial Guarantees, which requires a state or
r that offers a nonexchange.financial guarantee to another organization or
iability on.its financial statements when it is more likely than not that the
kea pwobligation holders under the agreement. GASB
governmen ntor to consider qualitative factors when determining
ent on its'guarantee is more, likely than not to be required. Such factors may include whether
uer of the guaranteed obligation is experiencing significant financial difficulty or initiating the
f entering into b ptcy ot financial reorganization. GASB Statement No.70 further requires
quiredsto repay a guarantor for guarantee payments made to continue to
ity unless legally released. When a government is released, the government would
recognize 1 e as a result of being relieved of the obligation. This Statement also requires a
government g or or issuer to disclose information about the amounts and nature of nonexchange
financial guarantees. The MTA has determined that GASB Statement No. 70 had no impact on its
financial position, results of operations, and cash flows.

The MTA Metro-North Railroad has not completed the process of evaluating the impact of GASB
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date.
The objective of GASB Statement No. 71 is to address an issue regarding application of the transition
provisions of GASB Statement No. 68, Accounting and Financial Reporting for Pensions. The issue
relates to amounts associated with contributions, if any, made by a state or local government employer
or non-employer contributing entity to a defined benefit pension plan after the measurement date of the
government’s beginning net pension liability. The requirements of this Statement will eliminate the
source of a potential significant understatement of restated beginning net position and expense in the
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first year of implementation of GASB Statement No. 68 in the accrual-basis financial statements of
employers and non-employer contributing entities. This benefit will be achieved without the imposition
of significant additional costs. The requirements of this Statement should be applied simultaneously with
the provisions of GASB Statement No. 68 and are effective for fiscal years beginning after June 15,
2014.

The MTA Metro-North Railroad has not completed the process of evaluating the impact of GASB
Statement No. 72, Fair Value Measurement and Application. The objective of GASB Statement No. 72
is to improve financial reporting by clarifying the definition of fair value for.financial reporting
purposes, establishing general principles for measuring fair value, providing additional fair value
application guidance, and enhancing disclosures about fair value mea ents. These improvements
are based in part on the concepts and definitions established in Co atement No. 6, Measurement
of Elements of Financial Statements, and other relevant literatur e provisions in GASB Statement
No. 72 are effective for fiscal years beginning after June 15, 2015.

Use of Management’s Estimates — The preparation of financial statements in confi
accounting principles generally accepted in the United States of America requires
estimates and assumptions that affect the reporte
contingent assets and liabilities at the date of the financial ounts of

revenues and expenses during the reporting period. Actual differ from those estimates.

ity with
ment to make

Invested Funds at MTA — The MTA, North Railroad, invests funds
which are not immediately required for th i operations in securities
permitted by the State Public Authorities Law, ents collateralized by U.S.
Treasury securities, U.S. Treasury notes and U.S. Treasury zero-coupon bonds. All investments are held
by the MTA’s agent in custody accounts in the name©f the MTAung”

The MTA Metro-No
value derived on a
appreciation, w

ailroad records its position in the MTA Investment Pool based upon a net asset
invested in the Pool and allirealized income and losses earned. Unrealized
significant to the MTA Metto-North Railroad, is retained on the MTA’s books

MTA Metro
ehalf of a
upon sale.

h Railroad sells joint prevalued MetroCard (“fare cards”) on
filiated agency. Such fare cards are recorded at cost and reimbursed to
the affiliated a

Capital Assets — Capital assets and improvements include all land, buildings, leasehold improvements,
and equipment of the MTA Metro-North Railroad having a useful life of greater than two years and
having a cost of at least $25.

Capital assets are stated at historical cost, or at estimated historical cost based on appraisals or on other
acceptable methods when historical cost is not available. Capital leases are classified as capital assets in
amounts equal to the lesser of the fair market value or the present value of net minimum lease payments
at the inception of the lease.
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Accumulated depreciation and amortization are reported as reductions of fixed assets. Depreciation is
computed using the straight-line method based upon estimated useful lives, 25 to 30 years for road and
structures, 50 years for rail and buildings, and 3 to 20 years for other equipment. Capital lease assets and
leasehold improvements are amortized over the term of the lease or the life of the assets, whichever is
less.

Long-lived assets are reviewed for impairment whenever events or circumstances indicate that the
carrying amount may not be recoverable. Impairment loss on assets to be sold, if any, is based on the
estimated proceeds to be received, less estimated costs to sell.

Expenditures for maintenance and repairs that do not extend the usefu
operations as incurred. Funding for substantially all capital projects
provided by MTA. Asset acquisitions funded by MTA on capita
Metro-North Railroad monthly.

of the asset are charged to
TA Metro-North Railroad is
jects are transferred to the MTA

Pollution Remediation Projects — Effective January 1, 2008, pollution remediation ¢osts have been
expensed in accordance with the provisions of GASBStatement No. 49, Accountin [ i
Reporting for Pollution Remediation Obligations Note 10). An:operating expense 1on and
corresponding liability measured at current value using the
recognized for certain pollution remediation obligations, viously may not have been required
to be recognized, have been recognized earlier than in the pa re no longer able to be capitalized as a
component of a capital project. Pollutio
obligating events takes place: the MTA i is i tion.of a pollution
prevention-related permit or license; an immi
MTA Metro-North Railroad is named by a regulator as a résponsible or potentially responsible party to
participate in remediation; the MTA Metro-North Railroadvoluntarily commences or legally obligates
itself to commence remediation,efforts; or the MTA Metro-North Railroad is named or there is evidence
to indicate that it will amed ima lawsuit that compels participation in remediation activities.

assenger revenues from the sale of tickets are recognized as income as they
are sold; deferred reve recorded. for tickets sold in advance of the period for which the ticket is
valid. Revenues from ren ecord . Revenues from food and beverage are recorded

when t ns are sold.

erating Revenues
ing Subsidies from
t Department o

The MTA Wro—North Railroad receives both Capital Contributions and
MTA, and subsidies relating to New Haven Line operations from the
nsportation.

ansactions with MTA — In accordance with GASB Statement No. 33, Accounting
rting for Nonexchange Transactions, funds contributed by MTA for the MTA
Metro-North Railroad’s.capital project expenditures are reported as nonoperating revenue when such
expenditures are accrued. MTA contributions for capital projects are included as nonoperating capital
projects subsidy in the accompanying statements of revenues, expenses and changes in net assets.

The cost of certain services provided by MTA for the benefit of the MTA Metro-North Railroad are
accrued as incurred, including the cost of Police services relating to the New Haven Line. MTA does not
charge the MTA Metro-North Railroad (or other related groups) for the cost of Police services relating
to the other lines.

Amount Recoverable from CDOT — The portion of the deficit from operations relating to the New
Haven line recoverable from CDOT is recorded as nonoperating revenue based on billings reflecting the
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monthly deficit. The CDOT Service Agreement (the “Service Agreement”), dated June 21, 1985,
governs the operations of the New Haven Line The Service Agreement provides for automatic five-year
renewals. The present renewal term commenced January 1, 2015 and expires December 31, 2019.

Under the terms of the Service Agreement, CDOT pays 100% of the net operating deficit of the branch
lines (New Canaan, Danbury and Waterbury) and 65% of the New Haven main line operating deficit.
The New Haven Line’s share of the net operating deficit of Grand Central Terminal (GCT) is funded by
a fixed fee for the use of GCT, calculated using several years as a base, with annual increases for
inflation and the actual cost of operating GCT North End Access beginning in 1999. The Service
Agreement also provides that CDOT shall pay 100% of the cost of nonm le,capital assets located in
Connecticut, 100% of movable capital assets to be used primarily on thé branch lines and 65% of the
cost of other movable capital assets allocated to the New Haven Li aining funding for New
Haven Line capital assets is provided by MTA. Capital assets co funded by CDOT are not
reflected in the MTA Metro-North Railroad’s financial statements, as ownership is retained by CDOT.

The Service Agreement provides that final billings for eaéh year are subject to auditby CDOT. The

audits of 2012, 2013 and 2014 billing are still open.

Compensated Absences — The MTA Metro-North Railr
fringe benefits) of all vacation and sick leave benefits earn
attributable to past service and it is probable that the MTA orth Railroad will compensate the
employees for the benefits through paid off or some other such as cash payments at
termination or retirement. Accruals for va nefits were $44.5 million and $41.4 million at
December 31, 2014 and 2013, respectively. s'for sick leave b were $26.0 million and
$24.6 million at December 31, 2014 and 2013, respectively:

ed the full value (including
ployees to date if the leave is

Liability Insurance — EMTAC, an insurance captive subsidiary of MTA, operates a liability insurance
program (“ELF”) thatdnsures certain claims in exeess of the self-insured retention limits of the agencies
(claims arising from incidents that occurred before October 31, 2003) and
prospective (clai from incidents that occurred on or after October 31, 2003) basis. For claims
arising from incidents curtedson or after November 1, 2006, but before November 1, 2009, the
self-insured retention limi TA Milroad was $8 million. For claims arising from
inci t occurred on or after Novembe 09, but before November 1, 2012, the self-insured
limit for MTAMetro-North Railroad was $9 million. Effective November 1, 2012 the self-
F was  inereased to $10 million for MTA Metro-North Railroad. The
amount of clai rising out of any one occurrence is the total assets of the program available
but in no event ter than $50 million. The retrospective portion contains the same

ements, participant retentions, and limits as existed under the ELF program for
i efore October 30, 2003. On a prospective basis, FMTAC issues insurance
A Group entities above their specifically assigned self-insured retention
with a limit of $50 millien” per occurrence with a $50 million annual aggregate. FMTAC charges
appropriate annual premiums based on loss experience and exposure analysis to maintain the fiscal
viability of the program. On December 31, 2014, the balance of the assets in this program was $72.2
million.

MTA also maintains an All-Agency Excess Liability Insurance Policy that affords the MTA Group
additional coverage limits of $350 million for a total limit of $400 million ($350 million excess of $50
million). In certain circumstances, when the assets in the program described in the preceding paragraph
are exhausted due to payment of claims, the All-Agency Excess Liability Insurance will assume the
coverage position of $50 million.
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On March 1, 2014, the “nonrevenue fleet” automobile liability policy program was renewed. This
program provides third-party auto liability insurance protection for the MTA Group with the exception
of MTA New York City Transit and MTA Bridges and Tunnels. The policy provides $10 million per
occurrence limit with a $0.5 million per occurrence deductible for MTA Metro-North Railroad.
FMTAC renewed its deductible buy back policy, where it assumes the liability of the agencies for their
deductible.

On December 15, 2014, FMTAC renewed the primary coverage on the Station Liability and Force
Account liability policies $10 million per occurrence loss for MTA Metro-North Railroad.

Property Insurance — Effective May 1, 2014, FMTAC renewed the
program. For the annual period commencing May 1, FMTAC direc es property damage claims of
the other MTA Group entities in excess of a $25 million per occufrence selfinsured retention (“SIR”),
subject to an annual $75 million aggregate as well as certain exceptions summarized below. The total
program is $600 million per occurrence covering property of the related entities collectively. FMTAC is
reinsured in the domestic, Asian, London, European anddBermuda marketplaces for this coverage.

agency property insurance

Earthquake, Flood and Wind) of direct physical loss or da
minor exceptions. The policy also provides extra expense

.98%) of the $100 million
1.7%) of the $250 million

wrage noted above, FMTAC’s property insurance
yer of $200 million of fully collateralized storm surge
amed storms that occur at any point in the three year period
2016. The expanded protection is reinsured by MetroCat Re Ltd., a

er independent of MTA, formed to provide FMTAC with capital markets-

e MetroCat Re reinsurance policy is fully collateralized by a Regulation
sury Money Market Funds. The additional coverage provided is available

With respect to actssof terrorism, FMTAC provides direct coverage that is reinsured by the United States
Government for 85% of “certified” losses, as covered by the Terrorism Risk Insurance Act (“TRIA”) of
2007 (originally introduced in 2002). Under the 2007 extension, terrorism acts sponsored by both
foreign and domestic organizations are covered. The remaining 15% of MTA Group losses arising from
an act of terrorism would be covered under the additional terrorism policy described below.
Additionally, no federal compensation will be paid unless the aggregate industry insured losses exceed
$100 million (“trigger”). The United States government’s reinsurance of FMTAC was extended for six
years through December 31, 2020.
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To supplement the reinsurance to FMTAC through the 2007 Terrorism Risk Insurance Program
Reauthorization Act (“TRIPRA”) program, the MTA obtained an additional commercial reinsurance
policy with various reinsurance carriers in the domestic, London and European marketplaces. That
policy provides coverage for (1) 15% of any “certified” act of terrorism — up to a maximum recovery of
$161.5 million for any one occurrence and in the annual aggregate, (2) the TRIPRA FMTAC captive
deductible (per occurrence and on an aggregated basis) that applies when recovering under the
15%“certified” acts of terrorism insurance or (3) 100% of any “certified” terrorism loss which exceeds
$5 million and less than the $100 million TRIPRA trigger — up to a maximum recovery of $100

million for any occurrence and in the annual aggregate. This coverage expires at midnight on May 1,
2015. Recovery under this policy is subject to a retention of $25 million ceurrence and $75million
in the annual aggregate in the event of multiple losses during the policy year. Should the MTA Group’s
retention in any one year exceed $75 million future losses in that p ar are subject to a retention of
$7.5 million.

Self-Insurance and Risk Retention — The MTA Metro-North, Railroad is self-insured for liabilities
arising from injuries to passengers, employees and others with thé exception of injuri

and employees and non-employees, arising from
MTA Metro-North Railroad accrues the estimated total co insured liabilit

these claims. For incidents occurring on or before October , claims arising from Station
Liability and Force Account are fully insured up to $9 millio ccurrence. That amount was
increased to $10 million per occurrence incidents occurring fter November 1, 2012.

Deferred Compensation Plan — The MT affiliated agencie ployees are participants in a
deferred compensation plan in accordance with Internal Revenue Code'Section 457. The MTA
Metro-North Railroad established a trust or custodiald@ccount to hiold'plan assets for the exclusive use of
the participants and theicdeneficiaries. Accordingly, at December31, 2014 and 2013, plan assets and
liabilities are not refle¢ted in the accompanying statements of net position.

Retirement Be
accordingly, are not su
Security Act.of1974 (ER

he MTA Metro-North Railread’s pension plans are governmental plans and,

fundingﬂd other rec']uirements of the Employee Retirement Income

Plans — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by State
cal Governmental Employers, whieh establishes standards for measurement, recognition, and

f pension expense and the related accounting for assets, liabilities, disclosures, and required

ry informatio applicable. MTA Metro-North Railroad has adopted this standard for its
Pension cost'is required to be measured and disclosed using the accrual basis of

al pension cost should be equal to the annual required contributions (ARC) to the

ated indaccordance with certain parameters.

suppl
pension
accounting.
pension plan, ¢

Postemployment Benefits Other Than Pensions — In June 2004, the GASB issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postempl oyment Benefits Other Than Pensions.
This Statement establishes standards for the measurement, recognition, and display of OPEB
expense/expenditures and related liabilities (assets), note disclosures, and if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental employers. In
June 2005, GASB issued Statement No. 47, Accounting for Termination Benefits. This statement
establishes accounting standards for termination benefits. For termination benefits provided through an
existing defined benefit OPEB plan, the provisions of this Statement should be implemented
simultaneously with the requirements of Statement 45. MTA Metro-North Railroad has adopted these
standards for its Postemployment Benefits Other Than Pensions.
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CASH

The bank balances are insured up to $250 in the aggregate by the Federal Deposit Insurance Corporation
(“FDIC”) for each bank in which funds are deposited. The bank balances in 2014 and 2013 that were not
insured were maintained in major financial institutions.

At December 31, 2014 and 2013, cash consisted of (in thousands):

2014 2013
Carrying B Carrying Bank
Amount e Amount Balance
Insured deposits (FDIC) $ 250 250 $ 250 $ 250
Collateralized deposits 4,337 4,337 2,578 2,213
Uninsured deposits — noncollateralized 3,077 %, 2,972 7,806 7,886

Uninsured amounts held by ticket agents

and deposits in transit ‘ 6,017

$1 $ 10,349

ok values of these accounts at
ccounts include revenue
sportation Revenue Bonds, as

Certain of these cash accounts are held 1 ame of a trustee;
December 31, 2014 and 2013 were $10,5
pledged by the MTA Metro-North Railroa c eralfor the MTA

discussed more fully in Note 4. B

The MTA, on behalf of the MTA. Metro-North Railroad, invests funds that are not immediately required
for the MTA Metro- Railroad’s operations i%?curities pu(rmitted by the MTA’s All-Agency

Investment Guidelines:in accordance with the State Public Authorities Law, including repurchase
agreements colldtera y U.S./Treasury securities,sS. Treasury notes and U.S. Treasury zero-

coupon bonds. The Co has no fﬁcial instminents with significant individual or group

concentration-ef.credit risk:
PORTATION REVENUE:BONDS

Metro-North R ad’s capital programs are partially funded from the proceeds of bonds,
e MTA’s Tran ationRevenue Bonds. The Transportation Revenue Bonds are special
TA, payable from, and secured by a pledge of:

ing reyenues of the MTA Metro-North Railroad, MTA Long Island Rail Road and
the New York City«Transit Authority (“MTA New York City Transit”) and its subsidiary, the
Manhattan and Bronx Surface Transit Operating Authority, until monthly deposits of principal and
interest are satisfied under the Transportation Revenue Bond Resolution,

e Triborough Bridge and Tunnel Authority’s operating surplus,

e general operating subsidies from the State and local governments,

e special tax-supported operating subsidies, and

e station maintenance and service reimbursements.
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S.

CAPITAL ASSETS, NET

The following is a summary of capital assets activity as of December 31, 2014 and 2013 (in thousands):

2012 Additions Deletions 2013 Additions Deletions 2014
Capital assets, not being
depreciated:
Land $ 65,159 $ 3,286 $ - $ 68,445 $ 7,840 $ - $ 76,285
Construction work-in-
progress 387,892 318,793 201,163 505,522 281,743 148,557 638,708
Assets awaiting disposition 5 - - - 5
Total capital assets, not
being depreciated 453,056 322,079 201,163 148,557 714,998
Capital assets, being
depreciated:
Roads 1,704,331 14,077 mi& 1,721,897
Buildings and structures 3,014,430 80,497 3,094,927 3,171,884
Buildings and structures
under capital leases 28,372 - 28,372
West of Hudson
improvements 217,200 1,348 231,587
Passenger cars 1,521,416 90,640 1,540,790
Locomotives 160,470 160,596
Other 265,563 10,601 280,561
Total capital assets,
being depreciated 6,911,782 39,591 7,135,687
Less accumulated
depreciation:
Roads 885,276 - 983,392
Buildings and structures 131,918 - 1,327,674
Buildings and structures
under capital leases 1,973 101 - 2,074
West of Hudson
improvements 53,810 7,000 - 60,810
Passenger cars 701,294 55,823 37,585 719,532
Locomotives 91,147 6,196 97,343
Other 204,722 16,361 1,914 219,169
tal accum
depreciation 230,045 71,240 3,217,393 232,100 39,499 3,409,994
otal capital assets,
ing depreciated —
(32,882) 5,912 3,814,400 (88,615) 92 3,725,693
Capital asse $289,197 $207,075 $4,388,372 $200,968 $148,649 $4,440,691

Interest costs of $1,254 and $1,558 related to debt reflected on the books of MTA and used to finance
the MTA Metro-North Railroad’s construction in progress were capitalized as part of properties and

equipment in 2014 and 2013, respectively.

All trackage in New York State is leased by MTA (see Note 8) except for the land and related

improvements constituting the New Haven Line between the Connecticut border at Port Chester,
New York and Woodlawn Junction, which is owned by the MTA Metro-North Railroad.
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EMPLOYEE BENEFITS

Pension benefits are provided under the Railroad Retirement Act and under two Company-sponsored
plans. All Company pension plans have separately issued financial statements that are publicly available
and contain required descriptions and supplemental information regarding employee benefit plans.
These statements may be obtained by writing to Metropolitan Transportation Authority, Comptroller,
345 Madison Avenue, New York, NY 10017-3739.

Defined Benefit Plans —

employees between January 1 and June 30, 1983, and were still€mployed-as of December 31, 1988.
Effective January 1, 1989, these employees were covered under the Metro-North,Commuter Railroad
Defined Contribution Plan for Management Employees (the“Management Plan”) and the Cash Balance
Plan was closed to new participants. The assets of the Management Plan were mer.
Metropolitan Transportation Authority Defined Bengfit.Plan for
asset transfer date of July 14, 1995. The Plan is deSigned to satisfy i i nts for
governmental plans under Section 401(a) and 501(a) of th evenue Code. Acc¢ordingly, the
Plan is tax-exempt and is not subject to the provisions of th loyee Retirement Income Security Act
(ERISA) of 1974.

Membership of the Plan consisted of the t January 1, 20 e of the latest actuarial

valuation:

Active plan members 4 15
Retirees and beneficiari€steeeiving benefits 26
Vested formerly active members not yet receiving benefits © 19

60

Total

Funding fonthesPlan is pro rth Railroad, a public benefit corporation that

i ing for its,operationsiand capital needs from the MTA and the Connecticut Department of
ortation (“CDQT?). Certain funding by MTA is made to the MTA Metro-North Railroad on a
ionary basis. The'continuance of Mling for the Plan has been, and will continue to be, dependent
nds.

North Railroad’s funding policy with respect to the Plan was to contribute
the full amo benefit obligation (“PBO”) of approximately $2,977 to the trust fund in
1989. As parti he Trustee has made distributions from the plan. MTA Metro-North
Railroad anticipated that no further payments would be made to the Plan unless there was an unfunded
actuarial liability resulting from actuarial valuations. Additional funding has been provided in the past.
Since the actuarial value of assets exceeded the actuarial accrued liability as of January 1, 2012 and
2013, no payment was required in those years. Per the January 1, 2014 actuarial valuation, the unfunded
accrued liability was $18 which included administrative fees for the Plan which should have been paid
by MNCR. The market value of net assets available for benefits in the trust fund at December 31, 2014,
was $698, which is less than the current PBO of $711. The Company has accrued this unfunded liability.

the pensi

Pension Benefits — Participants of the Plan obtain a nonforfeitable right to their accrued benefit upon
the earlier of (a) the completion of five years of service with the MTA Metro-North Railroad or (b) the
attainment of age sixty-two. Vested participants are entitled to receive pension benefits commencing at
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age sixty-five. Vested participants may elect to receive early retirement benefits upon the attainment of
age fifty-five through age sixty-four.

Participants may elect to receive the value of their accumulated plan benefits as a lump-sum distribution
upon retirement or they may elect to receive their benefits as a life annuity payable monthly from
retirement. Participants may also elect to receive their pension benefits in the form of a joint and
survivor annuity.

event of a participants’
the date of his or her death.

Death Benefits — Benefits are paid to vested participants’ beneficiaries in t
death. The amount of benefits payable is the participant’s account balanc

ecent actuarial valuation date,
$766 and the actuarial value
of assets was $748 resulting in an unfunded accrued liability of $18. The covered payroll (annual payroll
of active employees covered by the plan) was $2,097. The ratio.of the unfunded accrued liability to the
covered payroll was 1.0%. N

Funded Status and Funding Progress— As of January 1, 2014, the

Further information about the Plan is more fully dAbed in the separately issued fin atements
that can be obtained by writing to the MTA Metro-North Rai oller, 420 Lexington Avenue,
New York, NY 10170-3739.

Annual Pension Cost and Net Pension i ith GASB Statement No. 50,
Pension Disclosures — an amendment to : 0. 27, the following disclosure
concerning employer contributions has bee
results of the most recent actuarial valuation
North Railroad Cash Balance Plan as of Janua:
date, is as follows (in dollars):

The funded status of the MTA Metro-
~the most recent actuarial valuation

the footnot:
1, 2044 and

4
\ 2014 2013
$ 4977 $ -

(1,887) (2,309)

11,687 11,687

14,777 9,378

on obligation 14,777 9,378
Net pension (asset) — beginning of year (41,928) (51,306)
Net pension (asset) — end of year $(27,151)  $(41,928)
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MTA Metro-North Railroad’s pension cost and related information for the Cash Balance Plan is as
follows (in dollars):

Actuarial Unfunded UAL
Actuarial Actuarial Accrued Accrued as % of
Valuation Value of Liability (Surplus) Funded Covered Covered
Date Assets (AAL) Liability Ratio Payroll Payroll
January 1, 2014 $§ 747,702 $ 765,558 $ 17,856 97.7% $ 2,096,779 0.85%
January 1, 2013 878,029 819,735 (58,294) - -

January 1, 2012 1,006,431 991,941 (14,490) - -
Annual Annual

Actuarial Pension Required o of % Net

Valuation Cost Contribution of APC Pension

Date (APC) (ARC) Contribution Payroll Contributed (Asset)

January 1, 2014 $ 14,777 $ 4,977 N - % - % $ (27,151)

January 1, 2013 9,378 - - - - (41,928)
- (51,306)

January 1, 2012 8,974 - .

The asset valuation method used the market value of plan a

Actuarial valuations involve estimates o
probability of events far into the future an
revision as actual results are compared to p

lue of reported a

ly determined a

expectations and new es
\\”ﬂk @

The required schedule of funding progress immediatély following the notes to the financial statements

presents multiyear trenddnformation about whetherthe actuarial value of plan assets is increasing or

decreasing over timeelative to the\actuarial accrued liability for benefits.

and assumptions about the
¢ subject to continual
tes are made about the future.

MTA Defined Bene sion Plan — Effective Januaty 1, 1994, the MTA established the MTA

Defined Benefit Pensio (the “Plan”). The Plan/s a cost-sharing plan and is administered by the
MTA Defined:Benefit Pen lan. s, among others, all management employees of the
MTA rth Railroad and certain represented employees. The Plan provides retirement, death and

ty retirement benefits to Planimembers and beneficiaries. Benefit provisions are established and
amended by the Board.

efined Benefit actuaries calculate the employer contribution requirements of the MTA
ployee contributions of certain represented employees of the MTA Metro-
North Railr e set fort the adopted collective bargaining agreement.

Participants of the'Plandiired on or after January 30, 2008, for Agreement and Non-Agreement
personnel, respectively, are eligible for normal retirement upon reaching age 62, with 5 or more years of
credited service. Benefits are also available on a reduced basis at age 55 with 10 years of credited
service, and on an unreduced basis with 30 or more years of credited service at age 55. Vesting takes
place after 5 years of credited service. Participants of the Plan hired before January 30, 2008, for
Agreement and Non-Agreement personnel, respectively, are eligible for normal retirement upon
reaching age 60, with 5 or more years of credited service. Benefits are also available on a reduced basis
at age 55 with 10 years of credited service, and on an unreduced basis with 30 or more years of credited
service at age 55. In addition to retirement benefits, the Plan provides benefits payable upon death and
disability.
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If Railroad Retirement Tier Il employee contributions are less than the pre-tax cost of employee
contributions required under the New York State Tier IV retirement system, and the employee has less
than ten years credited service, an employee contribution may be required.

The MTA Metro-North Railroad’s annual pension costs for the Plan were $95,821 and $81,035 for the
years ended 2014 and 2013, respectively. Contributions as a percent of covered payroll are 15.9%,
15.3% and 14.2%, for the years ended December 31, 2014, 2013, and 2012, respectively. The
contributions for the years ended December 31, 2014, 2013, and 2012, were $95,821, $81,035 and
$71,400 respectively. These costs represent the required actual contributions,for the years stated. Further
information about the Plan is more fully described in the separately issue ancial statements that can

expense for the Cash Balance Plan and the MTA Defined Benefit Pension Plamwas $91,385 and
$77,182 in 2014 and 2013, respectively.

OTHER POSTEMPLOYMENT BENEFITS

In June 2004, GASB issued Statement No. 45, Accounting and Fi
Postempl oyment Benefits Other Than Pensions (“GASB 4
standards for recording OPEB. The requirement applies to a
provides OPEB.

h establishes new accounting
e or local government employer that

Plan Description — The MTA Metro-No ad,is a participati loyer in the New York State
Health Insurance Program (“NYSHIP”) that is administered by the State'of New York as a multiple
employer agent defined benefit plan. The benefits provided by the MTA Metro-North Railroad include
medical, pharmacy, dentalsgsvision and life insurancé, plus monthly supplements for Medicare Part B or
Medicare supplemental plan reimbursement. The MTA Metro-North Railroad establishes and may, at
their discretion, m mendments to the plan.

Since the MTA Metro- is a participating employer in NYSHIP, it does not issue a

Wmt retirement benefits. The NYSHIP financial
gto NYS ent of Civil Service, Employee Benefits Division,
. Smith Office Building, 805 Swan Street, Albany, NY 12239.

ent employees with 30 years of s'e{Vice, who retire at age 60 while working for the MTA

h Railroad, are'covered invaccordance with collective bargaining agreements until the

5. The MTA Metro-North Railroad contributes 100% of the Plan’s cost.
are approximately 831 participants in the health care plan and 120 participants in the life
tro-North Railroad also provides an optional Medicare supplement to

ees after age 65 that is paid in full by the employee. Currently, there are

16 participants in the optional Medicare Plan.

The MTA Metro-North Railroad also provides retired management employees with health care and life
insurance benefits. The MTA Metro-North Railroad contributes 100% of the Plan’s cost. Currently,
there are approximately 539 participants in the health care plan and 576 participants in the life insurance
plan.

The cost of providing these benefits was approximately $24,103 and $21,692 in 2014 and 2013,
respectively.
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MTA Metro-North Railroad is not required by law or contractual agreement to provide funding for
postemployment retirement benefits other than the pay-as-you-go amount necessary to provide current
benefits to retirees and eligible beneficiaries/dependents. During the years ended December 31, 2014,
2013, and 2012, MTA Metro-North Railroad paid $23,780, $20,966 and $19,456, respectively. The
MTA Metro-North Railroad has the authority to establish or amend contributions to the plan.

An actuarially determined valuation of these benefits was performed by a consultant to calculate the
impact of GASB accounting rules applicable to the retiree medical benefits for retired employees and
their eligible dependents. GASB 45 requires the valuation must be performed at least biennially. The
most recent biennial valuation was performed for the year ended Decembef 31, 2013, and was
performed with a valuation date of January 1, 2012.

Annual OPEB Cost and Net OPEB Obligation — The MTA Railroad’s annual OPEB
cost (expense) is calculated based on the annual required contribution of the employer (“ARC”), an
amount that was actuarially determined by using the Frozen Initial'Liability (*FIL”") cost method with
the initial unfunded accrued liability amortized over a 22 year period. The remaining amortization period

at December 31, 2014, is 15 years. This method is one0f the actuarial cost methods imaccordance with
the parameters of GASB 45. A

The MTA Metro-North Railroad’s annual OPEB cost repr
benefits under GASB 45. The cumulative difference betwe
paid during a year will result in a net OREB obligation, inclu the statement of net position. The
annual OPEB cost is equal to the ARC | justments if a net obligation exists. The ARC is
equal to the normal cost plus an amortizat unfunded froze ial accrued liability.

ed cost for post-employment
nnual OPEB cost and the benefits

In order to recognize the liability over an employee’s careér;,an actuarial cost method divides the present
value into three pieces: the part that is attributed to past yearsaam “Accrued Liability” or “Past Service
Liability™), the part that issb€ing earned this year (the “Normal Cost”), and the part that will be earned in
future years (the “Fut ervice Diability”). Under FIL, an initial past service liability is determined
based on the Entry Normal (*EAN”") Cost Megii)d and is amortized separately. This method
determines the e liability for each individual based on a level percent of pay. The Future

Service Liability is allo based on.the present value of future compensation for all members
combined to determine th al'C ars, actuarial gains/losses will be incorporated into
amortized t the Normal Cost. The following table shows the

s of MTA Metro-North Railroad net OPEB cost for the years ended December 31, 2014 and
and changes in the net OPEB. Cal@tions reflect a long-term perspective (in thousands).
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2014 2013

Annual Required Contribution (ARC) $ 99,762 $ 94,544
Interest on the net OPEB obligation 12,732 11,507
Adjustment to ARC (30,341) (27,361)
Annual OPEB cost 82,153 78,690
Payments made 3,780) (20,966)
Transfer to OPEB Trust - (25,000)
Increase in net OPEB obligation 58,373 32,724
Net OPEB obligation — beginning of year 339,508 306,784
Net OPEB obligation — end of year N $ 397,881 $ 339,508

MTA Metro-North Railroad’s annual OPEB cost, the pere ual OPEB cost contributed to the
plan, and the net OPEB obligation for the years ended De , 2014, 2013, and 2012, were as
follows (in thousands):

Percentage of Net
ual OPEB OPEB

Years Ended Cost Paid Obligation

December 31, 2014 $82,153 28.95 % $397,881
December 31, 2013 784629 58.50 339,508
December 31, 20 \ 75,700 25.70 306,784
Unfunded

. £ Actuarial Ratio of

uarial Accrued UAAL to

Value o Accrued Liability Funded Covered Covered

Assets Liability (UAAL) Ratio Payroll Payroll

w (B) (C=B-A) (AIC) (D) (C/D)
(in millions) (in millions) (in millions)
Janu 2012 ° § - $ 7009 $ 7009 - % $ 4073 172.1 %

s involve estimates of the value of reported amounts and assumptions about the
far into the future, and actuarially determined amounts are subject to continual
sults are compared to past expectations and new estimates are made about the future.

probability of e
revision as actual

The required schedile of funding progress immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial Methods and Assumptions — The FIL Cost Method was used for determining the Annual
Required Contribution. The EAN Cost Method was used to determine the Frozen Accrued Liability and
will be used to determine the unfunded actuarial accrued liability in the GASB 45 supplementary
schedules. This method determines the Accrued liability for each individual based on a level percent of
pay for service accrued through the initial valuation date. The difference between the Actuarial Present
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Value of Benefits and the Frozen Unfunded Accrued Liability equals the Present Value of Future
Normal Cost. The Normal Cost equals the Present Value of Future Normal Cost divided by the present
value of future compensation and multiplied by the total of current compensation for members less than
certain retirement age.

Inflation rate used was 2.5% per annum compounded annually.

Represented employees’ salaries were assumed to increase 3.5% per year. Managers' salaries were
assumed to increase by years of service as follows:

Years ] Percentage
0 6.00 %
1 5.00

2 4.25

3 U 4.00

4+ 3.50

0% beginning in
ption was ap

increasing
ed to all

Increases in postretirement benefits were calculatAng trend o
to 1.7% for 2013, until an ultimate rate of 5.4% in 2052. e
benefits.

Investment returns were calculated using unt rate of 3.759
projection of the MTA Investment Pool.

ounded annually, based upon a

Valuation Date: January 1, 2012

zen Initial Liability Cost method P 4

4

Y SHIP, premium rates as provided by the Agencies for 2012
cost.

Care Cost Trend Rates —

Tren! Fiscal Year Trend

Year

2012 0.0 % 2027 6.8 %
2013 1.7 2032 6.5
2014 5.0 2037 6.1
2015 5.5 2042 5.7
2016 5.7 2047 5.5
2017 59 2052 54

MTA Metro-North Railroad contributions to the MTA Investment Pool for OPEB were $4,458, $12,992
and $11,877 in 2014, 2013 and 2012, respectively. From these contributions, which totaled $37,072
with interest at December 31, 2014, $25,333 was utilized to fund RWA payments. The balance of
$11,739 represent a receivable from the MTA and do not reduce the MTA Metro-North Railroad’s net
OPEB obligation at December 31, 2014, of $397,881.
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Demographic Assumptions:

Mortality — Preretirement and postretirement healthy annuitant rates are projected on a generational
basis using Scale AA, as recommended by the Society of Actuaries Retirement Plans Experience
Committee.

Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue-collar
adjustments.

Postretirement Healthy Lives— 95% of the rates from RP-2000 Healthy
males with Blue Collar adjustments and 116% of the rates from the RP.
mortality table for females.

uitant mortality table for
00 Healthy Annuitant

Postretirement Disabled Lives — 75% of the rates from the RP-
for males and females.

00 Disabled»Annuitant mortality table

»\
The cost of providing health care to retirees not incluﬁing the accrual for prior servi sts totaled

approximately $24.103 million, $21.692 million a 19.456 million for the years en ember 31,
2014, 2013, and 2012, respectively.

LEASES

on Lines from American
leases these properties to

iated with Harle
al. Corporation.

S

On April 8, 1994, MTA entered into an Amended and Restated Agreement of Lease with American
Premier Underwriters .for the,Harlem/Hudson Line propertics including Grand Central Terminal.
This agreement initi extends the lease term, previously expiring in 2031, an additional 110 years and,
pursuant to seve rovisions, an additional 133 years. In addition, the agreement grants MTA an
option to purchase the propetty after the twenty-fifth anniversary of the restructured lease. The
restructured lease is com fbo i the lease of land) and capital (for the lease of
ements. expenses of $5,146 have been recorded relating to the
will be amortized over the life of the lease. In 2006, American Premier Underwriters, Inc. sold

Through 2006, MTA leased the propertie
Premier Underwriters, Inc., formerly the P
the MTA Metro-North Railroad.

tro-North Railroad entered into a Fourth Lease Modification, Extension
nt with SLG Graybar Mesne Lease, LLC for space at 420 Lexington Ave,
New York 0170 also known as the Graybar Building (“Graybar”). This agreement extends the
lease term ori expiring in 2016, for an additional term of approximately 20 years. In addition, the
agreement grants the.Comipany expanded square footage.

29,2013, MT
and Ex n Space Agre

Total operating rentexpense approximated $24,724 and $17,583 in 2014 and 2013, which includes
office space leased from MTA amounting to $7,796 and $7,643 in 2014 and 2013.
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At December 31, 2014, the future minimum lease payments under all noncancellable leases, including
the Harlem/Hudson lease and office space leased from MTA and Graybar are as follows (in thousands):

Harlem/Hudson
Operating Lease Other Total
2015 $ 578 $ 16770 § 17,348
2016 1,157 12,388 13,545
2017 1,157 15,946
2018 1,157 15,775
2019 15,781
2020-2024 85,098
2025-2029 87,760
20302034 69,876
2035-2039 5,784
2040-2044 5,784
Thereafter ,053
$ 598,750
Capital Lease
2015 $ 606
2016 1,212
2017 1,212
2018 1,212
2019 1,212
20202024 4,434
2025-2029 4,434
2030-2034 4,434
4,434
4,434

203,950

231,574

(216,889)

Present capital lease obligations 14,685

Less current portion (121)
Long-term liability $ 14,564

All operating and capital payments subsequent to 2044 pertain to the lease for the Harlem/Hudson line
properties that, if extended according to the terms of the lease, will expire in 2274.
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10.

Liabilities relating to equipment under capital leases have been assumed by MTA.
ESTIMATED LIABILITY ARISING FROM INJURIES TO PERSONS

A summary of activity in estimated liability arising from claims related to injuries to persons, including
employees, and damage to third-party property, for the years ended December 31, 2014 and 2013, is
presented below (in thousands):

2014 2013
Balance — beginning of year $ 78,614 $ 38,020
Activity during the year:
Current year claims and changes in estimates 5,246 46,582
Claims paid - settlements only (16,613) (5,988)
»\
Balance — end of year 67,2 78,614

Less current portion A (16,078 (15,723)

Long-term liability $ 51,169 $ 62,891

ESTIMATED LIABILITY FOR POL BLIGATIONS

MTA Metro-North Railroad has implement
Reporting for Pollution Remediation Obligations. The statemient establishes standards for determining
when expected pollution remediation outlays shoulddbe accrued as a liability or, if appropriate,
capitalized. An operating expense and corresponding liability, measured at its current value using the
expected cash flow od, have been recognized for certain pollution remediation obligations that are
no longer able to italized as @ component octl”\g capital project.

i ¢ estimates and subject to changes resulting from price
plicable laws or regulations, occur when any one of

etro-North Ra

d is infviolation of a pollution prevention-related permit or license

d is named by a regulator as a responsible or potentially responsible party

e MTA Metro-North Railroad is named or there is evidence to indicate that it will be named in a
lawsuit that compels participation in remediation activities, or

e MTA Metro-North Railroad voluntarily commences or legally obligates itself to commence
remediation efforts

MTA Metro-North Railroad does not anticipate any changes in the near future that would have a
material impact on the recorded obligations due to changes resulting from price increases or reductions,
technology, or changes in applicable laws or regulations. In addition, MTA Metro-North Railroad does
not expect any recoveries of cost that would have a material effect on the recorded obligations.
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11.

In accordance with GASB Statement No. 49, pollution remediation expense provisions totaling

$1.6 million and $1.9 million were recorded on the Statement of Revenues, Expenses and Changes in
Net Position for the years ended December 31, 2014 and 2013, respectively. The expense provision was
measured at its current value utilizing the prescribed expected cash flow method.

As of December 31, pollution remediation liabilities of $0.06 million (short-term) and $6 million (long-
term) for 2014 and $0.4 million (short-term) and $7.9 million (long-term) for 2013 were recorded.
These consist primarily of future remediation activities associated with lead and asbestos abatement.

RELATED PARTY TRANSACTIONS

The MTA Metro-North Railroad and other affiliated MTA agencies
form of budget, cash management, finance, legal, real estate, treas and insurance management,
and other services, some of which are charged back. The MTA ro-North Railroad’s subsidies from
MTA for use in operations are recorded as credits to operations when received. Eunds for the MTA
Metro-North Railroad’s capital project expenditures are al§o provided by MTA“The MTA Metro-North

ve support from MTA in the

expenditures as nonoperating revenue. A

The MTA Metro-North Railroad also sells joint prevalued
affiliated agency. These amounts are reflected in the acco

following table shows the dollar volume,of such related party ctions (in thousands):

2014 2013

Payments to MTA and affiliated agencies n $ 181,661 $159,799
Payments from MTA and affiliated agencies 4 81,129 89,225

The resulting receiv

and payables from the above transactions are recorded in the due from/to MTA
and affiliated age

ccount included in the accompanying statements of net position.

ted agenﬁ' consists 0; the following at December 31, 2014 and 2013 (in

2014 2013
\../ Receivable (Payable) Receivable (Payable)

Due from/to MTA and
thousands);

$36,731  $(37,914) $22,625  $(27,105)
1,772 (12,395) 269 (17,715)

Total MTA a agencies $38,503 $(50,309) $22,894 $(44,820)

In addition, MTA Metro-North Railroad had investments in the MTA Investment Pool of $16,757 and
$42,427 at December 31, 2014 and 2013, respectively.

On July 29, 1998, the MTA, the MTA New York City Transit and Triborough Bridge and Tunnel
Authority (“MTA Bridges and Tunnels”) entered into a lease and related agreements whereby each
agency, as sub lessees, will rent an office building at Two Broadway in lower Manhattan, for an initial
lease term through June 30, 2048, renewable for two additional 15-year terms. Through separate
triple-net sublease agreements, the lease was appointed 21% to MTA, on behalf of the MTA Long Island
Railroad and the MTA Metro-North Railroad, 68.7% to the MTA New York City Transit, and 10.3% to
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12.

the MTA Bridges and Tunnels. Total annual rental payments over the initial lease term are $1.6 billion.
Base building and tenant improvements at Two Broadway were financed through the issuance by MTA
of Two Broadway Certificates of Participation. The MTA Long Island Railroad and the MTA
Metro-North Railroad are obligated to pay 21% of the ground lease payments and payments relating to
the Two Broadway Certificates of Participation. Pursuant to an agreement by and among the MTA, the
MTA Long Island Railroad, the MTA Metro-North Railroad, the MTA New York City Transit and the
MTA Bridges and Tunnels; the MTA New York City Transit and the MTA Bridges and Tunnels have
agreed to reimburse the MTA Long Island Rail Road and the MTA Metro-North Railroad for the space
occupied by the MTA New York City Transit and the MTA Bridges and Tuanels. The MTA, the MTA
New York City Transit and the MTA Bridges and Tunnels are expected cupy substantially all of the
space at Two Broadway and to reimburse the MTA Long Island Rail d and the MTA Metro-North
Railroad in full.

COMMITMENTS AND CONTINGENCIES o~

nts and/or
the cost to

f the existence o

From time to time, the MTA Metro-North Railroaﬂcomes awar
es can be made

hazardous waste at MTA Metro-North Railroad facilities.
remediate pollutants and/or hazardous waste at MTA Metr
recorded in the financial statements.

excess of amounts accrued, resulting from suchiactions will'not be.material to the financial position,
results of operations or cashrflows of the MTA Metro-North Railroad.

During 2014, the nal Transportation Safety Board (“NTSB”) and Federal Railroad Administration
(“FRA”) issued amining safety and related issues regarding MTA Metro-North Railroad in
3 derailment north of Spuyten Duyvil station in the Bronx, as well as three

i NRailroad in 2013. MTA Metro-North Railroad
1 mitting the railroad to making the safety
ments identified,in the NTSB and FRA reports, as well as those which emerged from the MTA
ibbon Panel appointed by the MTM address railroad safety issues. Significant steps MTA
orth Railroad is progressing to enhance the safety of its rail operations, including actions to
NTSB, Federal'Railroad Administration, MTA Blue Ribbon Panel and Transportation
enter, Inc. recommendations, include, among others: establishing a comprehensive Office
focused on ensuring current and future safe operating practices; improving track
infrastructure ong other things, employing advanced track inspection technology, increasing
maintenance of staffing, and expanding opportunities for access to track for performance of track
maintenance; progressing efforts to mitigate risks associated with employee fatigue; procuring outward-
and inward-facing video and audio recorders on trains; implementing a MTA Metro-North Railroad-
designed Enhanced Employee Protection System to provide redundant signal protection to workers in
the field; advancing development of a confidential close call reporting system; expanding staffing of the
railroad’s Training Department and implementing new training courses in safety; expanded staffing and
improved training for MTA Metro-North Railroad’s rail traffic controllers; and design and installation of
modifications to the MTA Metro-North Railroad signal system to allow automatic speed control in ten
critical areas of track and installation of permanent speed signs. Substantial resources have been
allocated within MTA Metro-North Railroad’s operating budget, and important investments have been

of System
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13.

14.

incorporated within its proposed capital program, to address implementation of appropriate safety
improvements.

ASSET IMPAIRMENT AND RELATED EXPENSES

On October 29, 2012, Tropical Storm Sandy made a landfall on the Mid-Atlantic East Coast and caused
damage to the region’s transportation network. While service was resumed within 48 hours, work in
aftermath of Sandy continues and will proceed indefinitely. In response to these damages, the Disaster
Relief Appropriations Act of 2013 (“Sandy Relief Act”) was enacted an nts were made available
through the Federal Transit Administration’s Emergency Relief Progr:

For the year ended December 31, 2013, asset impairment and re expenses include $1,688 related to
Tropical Storm Sandy expenses and $5,791 related to the May and December train derailments.

For the year ended December 31, 2014, no significant findncial itpact from the 2012, Tropical Storm
Sandy and the 2013 service disruptions were recordeds

11,267 from the Federal Transit
1d to Connecticut for their portion of
Emergency Relief Program covered
repairs and re-establish service.
ndbags, operating test and patrol

In April 2013, MTA Metro-North Railroad received reimb
Administration (FTA). Some $2.807 million of this fundin
Metro-North’s New Haven Line. The FTA’s Public Transpo
costs Metro-North incurred to prepare f storm, make imm
This included moving equipment to safe filling and plac

v
Additionally, MT tro-North has allocated $312.829 million in its amended 2010-2014 Capital
Program for capi ation/repair projects to restore the railroad to pre-storm conditions, including

nd power, communications and signal infrastructure
ine. These improvements include raising critical
i ng FTA funding for projects to improve the resiliency

Board approved the proposal for a fare increase for travel to or from
stations locate State. The approval provides for an increase of 4%, beginning March 22,

2015.

In February 2015,/MTA Metro-North Railroad reached agreements with its maintenance of way
supervisors represented by the American Railway and Airway Supervisors Association (“ARASA”), as
well as its bartenders, service workers, carmen, cleaners and helpers represented by Transport Workers
Union (TWU) locals 2001 and 2055. These agreements all have a term of seventy-eight (78) months
from July 16, 2010 through January 15, 2017, and mirror the LIRR Labor Coalition agreements with
regard to both structure and cost. The ARASA agreement was approved by the MTA Board on
February 25, 2015. The TWU agreements are awaiting union ratification. To date, MTA Metro-North
Railroad has reached agreement with all of its represented employees except for its track workers,
mechanics, and vehicle and machine operators represented by International Brotherhood of Teamsters
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Local 808. This group represents approximately 12% of the MTA Metro-North Railroad represented
workforce.

On February 3, 2015, a MTA Metro-North Railroad Harlem Line train struck an automobile in a
highway-rail grade crossing between the Valhalla and Hawthorne stations. The driver of the automobile
and five passengers on the train were killed and a number of passengers and the train engineer were
injured. The National Transportation Safety Board (NTSB) is conducting an investigation into the
contributing causes of the accident and has issued a Preliminary Report. There is no indication from the
NTSB’s Preliminary Report that MTA Metro-North Railroad was at fault in.connection with this
incident. At the present time there is insufficient information to permit r le estimation of the total
losses that may be associated with defense of claims against the Com arising from the February 3,
2015 grade crossing incident. As described in Footnote 2 above, rth has insurance for liability
claims under the MTA all-agency excess liability policy issued al Transportation
Assurance Company (FMTAC), which insurance would provide'coverage to the Company were losses
to be incurred by the Company in resolving claims from th; ary 3, 2015 grade crossing in an
amount exceeding the Company’s $10 million self insuréd retention.

% ok sk ok sk %

=
~

- 40 -

Master Page # 216 of 476 - Audit Committee Meeting 4/29/2015



REQUIRED SUPPL MATION
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METRO-NORTH COMMUTER RAILROAD COMPANY Schedule |
(Subsidiary of the Metropolitan Transportation Authority)
REQUIRED SUPPLEMENTARY INFORMATION — (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS — POSTEMPLOYMENT BENEFIT PLAN
(Dollars in millions)
Unfunded
Ratio of
Actuarial Actuarial UAAL to
Value of  Accrued Funded Covered Covered
Valuation Assets Liability i Payroll Payroll
Years Ended Date (A) (B) (D) (C/D)
December 31, 2014 January 1,2012 $ - $ A$\700.9 - $ 4073 172.1 %
December 31, 2013 January 1, 2012 - 00.9 700.9 - 172.1
- 153.9

December 31, 2012

Actuarial valuations are completed every other year.

January 1, 2011 - ‘ 629.2 629.2

Ny,

e
0
y

-40 -

Master Page # 218 of 476 - Audit Committee Meeting 4/29/2015



METRO-NORTH COMMUTER RAILROAD COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

REQUIRED SUPPLEMENTARY INFORMATION — (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS AND FUNDING PROGRESS — CASH BALANCE PLAN
(In dollars)

Schedule Il

.3
Annual Actuarial Actuarial
Required Percentage Value of Accrued Funded Covered
Contribution Contributed Assets Liability Ratio Payroll (2)
() (@) (b) (a)/(b) (d)
January 1, 2012 $ - 3) $ 1006431 5 99LIAT NS (14,490) -
January 1, 2013 - 3) 878,029 819,735 (58,294) -
January 1,2014 (1) 4,977 ) 747,702 765,558 17,856 ,096,779

(1) The significant actuarial methods and assumptions used in the January 1, i credit cost method and a:
rate of return of 4.5 % per year.
The asset valuation method utilized was the market value per the Trustee. Generally, t
in the January 1, 2014 valuation as the participants of the Plan were covered under the

ojected salary increase assumptions used
nt Plan effective January 1, 1989.
the potential liability for this benefit

is de minimus.
(2) Covered payroll represents all elements of compensation paid articipants on which ann ibutions are based.
There are no covered payroll amounts listed for the years when uired contribution was

»
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Unfunded
Accrued
Liability/
(Surplus)

(as a Percent

of Covered
Payroll)
(b)-(a) (d)

0.85%
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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of \
Metropolitan Transportation Authority

Report on the Financial Statements

We have audited the accompanying statements of net positim Triborough
Authority (the “Authority”), a public benefit corporation which is part of the relate cial reporting
group of Metropolitan Transportation Authority (“MTA”), as of December 31, 2014 an and the
related statements of revenues, expenses, and changes in n itio cash flows for the years then
ended, and the related notes to the financial statements, whic 1vely comprise the Authority’s

financial statements as listed in the table of contents.

Management’s Responsibility for the Finan ents

Management is responsible for the preparation and fair p se financial statements in
accordance with accounting principles generally aceepted in the'Uniteéd States of America; this includes
the design, implementation, tenance of interhal control relevant to the preparation and fair
presentation of the financial statements that are free material misstatement, whether due to fraud or
error.

Auditor’ s Responsibility

-
ress an opinien on these financial statements based on our audits. We

ur audits in accordance with yg standards generally accepted in the United States of

e standards req that we plan and perform the audits to obtain reasonable assurance
financial statements are free from material misstatement.

An audit involve orming procedures to obtain audit evidence about the amounts and disclosures in
the financial statements.), The pfocedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Authority’s
preparation and fair presentation of the 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 Authority’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 financial
statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the Authority as of December 31, 2014 and 2013, and the respective changes in net position
and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the United States of America reﬁihat the Management’s
Discussion and Analysis on pages 3 through 13 and the Schedule of Funding Progress-Postemployment
Healthcare Plan on page 62 be presented to supplement the financial statements. Such information,
although not a part of the financial statements, is required by the G Vernment 1 Accounting Standards
Board who considers it to be an essential part of financial reportln& i

an appropriate operational, economic, or historical contextm
to the required supplementary information in accordance auditing standards Ily accepted in the
United States of America, which consisted of inquiries of management about the me of preparing the
information and comparing the information for consistén i
inquiries, the financial statements, and other knowledge w ine i i e financial
statements. We do not express an opinion or provide any ass on the information because the
limited procedures do not provide us with sufficient evidence to ss an opinion or provide any

)
)

April 29, 2015

4

y

-2
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

1. OVERVIEW OF THE FINANCIAL STATEMENTS

I ntroduction A

The following is a narrative overview and analysis of the financial activities of Triborough Bridge and
Tunnel Authority (“MTA Bridges and Tunnels”) for the years endii D ber 31, 2014 and 2013. This

discussion and analysis is intended to serve as an introduction t A Br and Tunnels’ financial
statements which have the following components: (1) Managémen
(“MD&A”), (2) Financial Statements and (3) Notes to theinancial Statements.

Management’s Discussion and Analysis y y

This MD&A provides an assessment of how MTA Bridges ‘and Tunn;} position has improved or
deteriorated and identifies the factors that, in management’s view,significantly affected MTA Bridges
and Tunnels’ overall financial position. It ontain opinions, a ptions, or conclusions by MTA
Bridges and Tunnels’ management that sho considered a nt for and must be read in
conjunction with the financial statements.

The Financial Statements|n

e information‘about the nature and amounts of resources with
present service capagity. Bridges and Tunnels presently controls (assets), consumption of
net assets by the MTA Bri nels that is applicable to a future reporting period (deferred
outflow of resources), present obhgatlons torsacrifice’resources that the MTA Bridges and Tunnels has
little or no dis i ilities), and acquisition of net assets by the MTA Bridges and Tunnels
that is applicable to a eriod (deferred inflow of resources) with the difference between
ass%ferred outflows iabilities/deferred inflows of resources being reported as net
position.

The Statemenh&(:venues, enses and Changes in Net Position show how MTA Bridges and
Tunnels’ net posi changed during each year and accounts for all of the current and prior year’s

revenues and expensesy, meastre the success of MTA Bridges and Tunnels’ operations over the twelve
months and can be use?ietermine how MTA Bridges and Tunnels has funded its costs.

The Statements of Net

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

The Notes to the Financial Statements Provide
Information that is essential to understanding the financial statements, such as MTA Bridges and Tunnels’
basis of presentation, and significant accounting policies, details of cash and investments, capital assets,

employee benefits, long-term debt, lease transactions, future commitments and contingencies, and
subsequent events of MTA Bridges and Tunnels.

-3-
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The notes to the financial statements also describe any other events or developing situations that could
materially affect MTA Bridges and Tunnels’ financial position.

Required Supplementary I nformation:

The Required Supplementary Information provides information concerning MTA Bridges and Tunnels’
progress in funding its obligation to provide other postemployment benefits to its employees.

FINANCIAL REPORTING ENTITY

Triborough Bridge and Tunnel Authority is a public benefit comoratiorwe and apart from the State
of New York, without any power of taxation. Triborough Bridge and Tufinel Authority is empowered to
operate and maintain nine toll bridges and tunnels and the Battery- Parklng Garage, all located in New
York City. The board members of the Metropolitan Transportatlﬁ(‘ (“MTA”) also serve as the

Board of Triborough Bridge and Tunnel Authority. Triborough el Authority operates
under the name of MTA Bridges and Tunnels. The MTA is a'comp State of New York.

MTA Bridges and Tunnels’ operations and capital cost§ (debt obligations) for its bridges and tunnels are
paid by the revenues it generates from its facilities. MTA Bridges and Tunnels’ surplus amounts are used
to fund transit and commuter operations and finance capital proj ectsMhe transit and/commuter systems
operated by other affiliates and subsidiaries of the MTA.

CONDENSED FINANCIAL INFORMA

The following sections will discuss the significant changes.in MTA Bridges and Tunnels’ financial
position for the years ended December 2014 and\2013 . Additionally, ah examination of major economic
factors and industry trends t ve contributed to these changes is provided. It should be noted that for
purposes of the MD&A, f the financial statements and the various exhibits presented are in
conformity with MTA. nels’ financial statements, which are presented in accordance with
accounting principle§ g d in the United\States of America.

(In thousands) f

SETE AND
WS OF
RESOURCE\ 4 2013 2012 2014 - 2013 2013 -2012
Current Assets $ 819,489 $ 652,314 $ 772,214 $ 167,175 $ (119,900)
Noncurrent Assets ,675,063 4,443,358 4,383,088 231,705 60,270
Deferred Outflows of

Resources 325,010 323,463 195,745 1,547 127,718

Total Assets and
Deferred Outflows of

Resources $5,819,562 $5,419,135 $5,351,047 $ 400427 $ 68,088

As of December 31, Increase/(Decrease)

_4.-
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Significant Changesin Assets and Deferred Outflows of Resources:
December 31, 2014 versus 2013:

Total Assets and Deferred Outflows of Resources increased by $400,427 for the year ended December 31,
2014.

Current assets increased by $167,175 for the year ended December 31, 2014. The increase was primarily
due to an increase in restricted short-term investments by MTA Treasury of $166,223. Two factors were
primarily responsible for this change. First, MTA Treasury invested the proceeds from General Revenue
Bond Anticipation Notes, Series 2014A ($106,000), which closed in Feb 2014. In addition, MTA
Treasury invested $53,166 in escrow funds, relating to the 2002 debt restructurey into MTA Bridges and
Tunnels’ Necessary Construction Reserve Fund in October 2014.

Noncurrent assets increased by $231,705 for the year ended Dec ber . The increase was
primarily due to an increase in capital assets, net of accumulated e01at10 37,256. This increase
was offset by a decrease in derivative assets of $5,351.

responsible for this change. First, there was an increase in the chang fair market value of derivative

There was an increase in deferred outflows of resource 0f $1,547. Fwo factors were pri 11y
instruments of $68,848. In addition, there was a decre:sex-;e unamortlzed loss on refunding debt of

$67,301.

December 31, 2013 versus 2012: } y

Total Assets and Deferred Outflows of Resources increased by.$68,088 for the year ended December 31,
2013.

Current assets decreas or the year ended December 31, 2013. The decrease was primarily
due to a decrease in acc ivable, net of allowance of $134,067 due to estimated and probable

ed as non-curtent which are not expected to be collected within
one year of December 31, 2013 As of December 3152012, estimated and probable insurance recoveries
were expecte one year, however as the claim has evolved and better information
has become availab y reinsurance companies, this is no longer likely. In addition,
there was a decrease in r investments by MTA Treasury of $44,487. These decreases
weré€ offsetby an increase 1 ort-term investments by MTA Treasury of $50,837.
Noncurrent alesreased b 0,270 for the year ended December 31, 2013. Two factors were
primarily respons for this change. First, there was an increase in capital assets, net of accumulated

depreciation of $231,735. Second, there was an increase in accounts receivable primarily due to
estimated and probabl?,\rance recoveries of $126,325 recorded as non-current which are not expected

to be collected within one year of December 31, 2013. As of December 31, 2012, estimated and probable
insurance recoveries were expected to be collected within one year, however as the claim has evolved and
better information has become available from the third party reinsurance companies, this is no longer
likely. These increases were offset by a decrease in unamortized bond issuance costs of $304,782 due to
an accounting change required by the adoption of GASB Statement No. 65 which required that
unamortized losses on refunding of debt be shown as deferred outflow of resources and bond issuance
costs are expensed immediately when incurred.

There was an increase in deferred outflows of resources of $127,718 due to an accounting change

required by the adoption of GASB Statement No. 65 which required that unamortized losses on refunding
of debt be shown as deferred outflow of resources. At December 31, 2013, $229,217 of unamortized

-5-
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losses on debt refunding are now reflected as deferred outflows of resources. Offsetting this accounting
change was a decrease in the change in fair market value of derivative instruments of $101,499.

(In thousands)

As of December 31, Increase/(Decrease)
TOTAL LIABILITIES 2014 2013 2012 2014 - 2013 2013 - 2012
Current Liabilities $ 847,178 $ 734,541 $ 705,998 $ 112,637 $ 28,543
Noncurrent Liabilities 9,457,172 9,295,459 9,309 251 161,713 (13,792)
Total Liabilities $10,304,350 $10,030,000 $10,015, 2 274,350 14,751

Significant Changesin Liabilities: (
December 31, 2014 versus 2013:

Total Liabilities increased by $274,350 for the year enzxicembe;ﬂ\ 2014.

Current liabilities increased by $112,637 for the year ended December 31, 2014. Four factors were
primarily responsible for this change. Firs € was an increase e current portion of long-term debt
of $94,325. See debt footnotes for further d addition, there increases in accounts payable of
$20,422 and the amount due to NYCTA of $ These increases offset by a decrease in accrued

salaries of $22,673, primarily due to contract settlements with,DC37 Local 1931 and the Bridge and
Tunnel Officers Benevolent Association.

1,713 for the year ended December 31, 2014. Three factors were
irst, there was an increase in the liability for other

nsions of $71,148. In addition, there were increases in derivative
liabilities of $63,903 and long-term debt 0f:$18,732, net of bond redemptions. See debt footnotes for
further detail

Dece T 31, 2013 vers

Total Liabilities increased b

Current liabﬂ&reased b 8,543 for the year ended December 31, 2013. There was an increase in
the current portion‘of long-term debt of $27,455. In addition, there were increases in prepaid tolls revenue
of $15,196, accrued salaties of $14,010, and the current portion of estimated liability arising from injuries
to persons of $10,114. These increases were offset by a decrease in the amount payable to NYCTA of
$29,980, resulting from MTA Bridges and Tunnels’ repayment for the execution of swap termination
transactions with Citigroup Financial Products Inc. (See Note 21). Also, there was a decrease in accounts
payable of $17,371.

,751 for the year ended December 31, 2013.

Noncurrent liabilities decreased by $13,792 for the year ended December 31, 2013. Three factors were

primarily responsible for this change. First, there was a decrease in derivative liabilities of $96,138. This
decrease was offset by increases in the liability for other postemployment benefits other than pensions of
$59,267 and in long-term debt of $30,733, net of bond redemptions. See debt Note 11 for further details.

-6-
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(In thousands)

TOTAL NET POSITION As of December 31, Increase/(Decrease)
2014 2013 2012 2014 -2013 2013 - 2012
Net investment in
capital assets $§ 576,445 $ 693,234 $ 532,002 $ (116,789)  $161,232
Restricted 737,600 569,603 612,438 167,997 (42,835)
Unrestricted (5,798,833) (5,873,702) (5,808,642) 74,869 (65,060)
Total net position $ (4,484,788) $ (4,010,865) $ (4,664,202) § 126,077 $ 53,337

The negative net position has resulted from assets transferred to M NYCTA, on prior years’ debt

financing incurred on their behalf.

Significant Changesin Net Position: / \

December 31, 2014 versus 2013:

In 2014, the total net position increase of $126,077 is co
nonoperating expenses of $332,806 and less transfers out (n
surplus).

December 31, 2013 versus 2012:

and less a restatement o
No. 65.

-7-
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Condensed Statements of Revenues, Expenses, and Changesin Net Position

(In thousands) Years Ended December 31, Increase/(Decrease)
2014 2013 2012 2014 - 2013 2013 - 2012

OPERATING REVENUES $ 1,698,477 $ 1,663,553 $ 1,508,661 $ 34,924 $ 154,892

OPERATING EXPENSES (602,392) (537,649) (588,312) (64,743) 50,663

OPERATING INCOME 1,096,085 1,125,904 920,349 (29,819) 205,555

TOTAL NET

NONOPERATING EXPENSES: (332,806) (338,054) (404,368) 5,248 66,314

INCOME BEFORE

CONTRIBUTIONS AND

TRANSFERS 763,279 787)% 515,981 (24,571) 271,869

TRANSFERS IN - MTA 352 164 553 VS (389)

TRANSFERS OUT (637,554) (614, (497,643) (23,344) (116,567)

CHANGES IN NET POSITION 126, 173,804 (47,727) 154,913

NET

POSITION - BEGINNING (4,610,865) ( ,664,26& (4,683,093) 53,337 18,891

-— g
RESTATEMENT OF P 4
BEGINNING NET POS (120,467) - 120,467 (120,467)

4

$(4,610,865)  $(4,664202) $ 126077 $ 53,337

NET
POSITION - ENDING

Operating Revenu

ForAear ended Decemb
December31,2013. This inc
See “Overall

e can be primarily attributed to an increase in toll revenue of $31,252.
nd Results of Operations and Important Economic Conditions” below.

For the year ended Deeember 31, 2013, the operating revenues increased by $154,892 as compared to
December 31, 2012. Thisiincrease can be primarily attributed to an increase in toll revenue of $154,211.
See “Overall Financial Position and Results of Operations and Important Economic Conditions” below.

Revenue by Major Source
MTA Bridges and Tunnels tolls accounted for 98.7% and 98.9% of operating revenues in 2014 and 2013,
respectively. The remaining revenue primarily represented income from parking fees (net of operating

expenses) collected at the Battery Parking Garage and fees collected from E-ZPass customers.

Toll revenues were $1,676,445 and $1,645,193 for the years ended December 31, 2014 and December 31,
2013, respectively.

-8-
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Operating Expenses

Operating expenses, including depreciation, increased for the year ended December 31, 2014, as
compared to the prior year by $64,743. The increase was primarily due to an increase in retirement and
other employee benefits of $21,621, principally related to postemployment benefits other than pensions.
In addition, there were increases in maintenance and other operating contracts of $13,464, salaries and
wages of $8,097, insurance of $6,496 and depreciation expense of $5,804.

Operating expenses, including depreciation, decreased for the year ended December 31, 2013, as
compared to the prior year by $50,663. The decrease was primarily due to asset impairments and related
expenses of $57,603. In addition, there was a decrease in retirement ansc%employee benefits by
$15,125, principally related to postemployment benefits other than pensions. The decreases were offset by
increases in maintenance and other operating contracts of $10,073 and depreciation expense of $9,503.

Nonoperating Revenues (Expenses) (

Nonoperating expenses decreased by $5,248 for the year.énded December 31, 2 This decrease was
primarily due to a decrease in interest expense on the débt base of $4,849 primaril

ue.to 2014 bond
refundings. £

Nonoperating expenses decreased by $66,314 for the year ended December 31, 2013. This decrease was
primarily due to a decrease in interest expense on the debt base'of $62,989 primarily due to 2013 bond
refundings.

OVERALL FINANCIAL POSITION AN ESULTS:OF OPE ONS AND IMPORTANT

ECONOMIC CONDITIONS 5

Economic Conditions/R ations é

Two key economic fact atistically sigﬁiﬁcant relationships to changes in traffic volumes are
regional non-farm employment an tion (CPI-U)i Based on preliminary data from the U.S. Bureau of
Labor Statistic ional employment grew by =7%"in 2014 and 1.8% in 2013. Inflation was 1.3% in

2014 and 179

In 2%‘[0&11 annual traf

2013 level. »Although Janua
The traffic gain over the latter 10 months of 2014 totaled 4.5 million
imately 25% of this gain occurred in December, which saw relatively

favorable each:month thereaf
crossings, or 1. While ap
favorable winter weather conditions compared to December 2013, an improving economy and falling gas

prices appear to be the maindrivers behind the overall favorable traffic trend. Toll revenue reached
$1,676.4 million in ZOyvhich was $31.2 million, or 1.9% above the 2013 level of $1,645.2 million.
]

vehicles, which was over 1.8 million, or 0.6% above the
saw several harsh winter weather events, traffic growth was

The additional revenue;was a result of the overall higher traffic volume in 2014 and a full year's impact of
the toll increase implemented on March 22, 2013.

In 2013, total paid traffic was 284.5 million vehicles, which was nearly 1.8 million, or 0.6% above
volume in 2012. In October and November 2013, traffic was a combined 4.3 million vehicles, or 9.7%
greater than the same period in 2012 due to the unfavorable impacts of Tropical Storm Sandy. These
gains were partially offset by year-to-year declines during most of the other months, resulting primarily
from harsher winter weather, the toll increase implemented in March 2013, and one less day in 2013 due
to the 2012 leap year. Total snowfall in 2013 was 28.0 inches compared to only 4.0 inches in 2012. As a
result, total volume over the winter months in 2013 was 1.9 million vehicles, or 2.0% below the same
months in 2012. Traffic over the remaining months in 2013 showed a year-to-year decline of just 0.4%

-9-
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on average. Toll revenue reached $1,645.2 million in 2013, which was $154.2 million, or 10.3% above
the 2012 level of $1,491.0 million. The March 2013 toll increase was the primary driver of the additional
revenue.

The E-ZPass electronic toll collection system continued to facilitate management of high traffic volumes.
All categories grew on a year-to-year basis in both 2014 and 2013:

014 2013 2012
Total 84.2% 83.3% 81.0%
Average Weekday 85.8% 85.0% ﬂ
Passenger Vehicles 85.2% 84.3% 2.1%
Commercial Vehicles 92.6% 92.0% 90.8%

Average Weekend 80.1% 79.2% 5%
SIGNIFICANT CAPITAL ASSET ACTIVITY y [
Capital Program

e
MTA Bridge and Tunnels’ facilities are all in a state owepalr /M’(A Bridge and Tunnels portion of
the MTA’s Capital Program for 2010-2014 totals $2,078,037 fof normal replacement and system
improvement projects. The commitments made during the fourth quarter 2014 were $417,312 bringing
the total commitment under the five-year p

MTA Bridge and Tunnels’ portion of the Cap gramyfor 2005-2009 totals $1,194,690 for normal
replacement and system 1mprovement projects. The commitment madé during the fourth quarter 2014 was
$3,369, bringing the total co ent under the'fivefyear plan‘to $1,124,403.

L 4
expenditures in the 2010-2014 Capital Program will be incurred at
three facilities: the Rob Bridge, the Bronx-Whitestone Bridge, and the Verrazano-Narrows
Bridge. Other maJor projee -2014 Plan 1nclude the rehabilitation of tunnel walls, roadway
drainage and fir s and ceilingdepairs (Phase,ll) afd replacement of electrical switchgear and power
distribution€ n-Battery Tunnel, upper and lower level toll plazas deck
rehabilitation at the e and a facility-wide electrical upgrade, vent building switchgear
and ﬁr control center

ueens Midtown Tunnel.
Approximately.60.0% of the nditures in the 2005-2009 Capital Program have been incurred at four
facilities: the zano-Narr Bridge, the Robert F. Kennedy Bridge, the Bronx-Whitestone Bridge,
and the Throgs Bridge.

Approximately 65.5%

MTA Bridge and Tunnels’ portion of the MTA’s Capital Program for Sandy Restoration and Resiliency
totals $873,500, of whigh $96,000 is for facility mitigation projects. The commitments made during the
fourth quarter 2014 were $244,199, bringing the total commitment under these plans to $313,315 to date.

Approximately 95% of the projected expenditures will be incurred at the Hugh L. Carey and Queens
Midtown Tunnels.

-10 -
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CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS
MTA Bridges and Tunnels I nfrastructure Losses from Sandy

Based on preliminary assessments by MTA Bridges and Tunnels staff and independent engineers, the
estimated capital cost of repairs, mostly for damage to the tunnels, is $778 million. The cost of
infrastructure repairs is expected to be covered by a combination of FEMA, insurance, MTA Bridges and
Tunnel resources, including its necessary reconstruction reserve, and, if necessary, interim external
borrowings. Any such interim borrowings are currently expected to be structured as bond anticipation
notes under the MTA Bridges and Tunnels Senior Resolution, and amounts of such borrowings not
reimbursed by the federal government or from insurance coverage are wto be paid from the
proceeds of bonds issued under the MTA Bridges and Tunnels Senior lution.

repair and resiliency for the MTA Bridges and Tunnels’ bridge fagilities, o ich $8 million has been

FEMA has approved approximately $17 million in expenses for rge easures, debris removal,
received to date. i

On April 14, 2014, FEMA approved, under the PublicAssistance Alternate ProceduresiPilot Program,
approximately $329 million in FEMA funding for wépairs and $74.5million in FEMA ing for hazard
mitigation of the damaged elements of the Hugh L. Care unnel ancﬁhg Queens Midtown Tunnel. MTA
Bridges and Tunnels has applied for an additional $4. 76 ion'from FEMA for hazard mitigation at

other facilities.
E-ZPass I nitiatives } y
In 2014, a number of initiatives to encourage E=ZPass participation were introduced or expanded:

. MTA Bridges

began selling E-ZPass “On the Go” pre-paid tags in the cash toll

. Through December 2014, more than 438,000 tags have been sold.
troduced the MLArReload Card in February 2012, an initiative
which makes it easier for/ eustemers to replenish their E-ZPass account with cash. Through
014, more than 109,000 c¢ards’have been issued to customers and approximately
ents were made using the cards.

he E-ZPass application, interactive website, and the customer
ystem were introduced in January 2012.

es and Tunnels introduced E-ZPass “Pay per Trip,” which

t up an E-ZPass account without a pre-paid balance. Those interested in
eir tolls each day through an Automated Clearinghouse (ACH)
deduction from their checking account. Through December 2014, over 40,000 account holders
have signed up. fof this initiative.

In January 2011, MTA¢Bridges and Tunnels initiated a pilot project at the Henry Hudson Bridge to test
All-Electronic Tolling (AET) collection operations. The implementation of cashless tolling at the facility
began on November 10, 2012. All motorists are now able to use any lane to drive through the toll plaza
without stopping. There is no change for drivers who use E-ZPass. For customers without an E-ZPass tag,
an image is taken of their license plate and the registered driver receives a bill in the mail. For the year-to-
date through September, 94% of total crossings were E-ZPass and 6% were “Tolls by Mail” transactions.
Thus far, the equipment and technology have met expectations, with the readable photo image rate at
nearly 100%. The revenue collection rate is also nearly 100%, through a combination of tolls collected
through the billing process and fees assessed and collected for late payment. Based on the results of the
pilot program, in May 2014 the Board approved a change in the permanent method of toll collection at the
Henry Hudson Bridge to AET, collecting tolls using the same system used for the pilot, with vehicles
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traveling in gateless, channelized lanes, followed in the fall of 2016 or early 2017 by a gantry-based Open
Road Tolling (ORT) system and demolition of the existing toll plazas including the toll booths.

Verrazano-Narrows Bridge Rebate Programs

MTA has implemented two toll rebate programs at the Verrazano-Narrows Bridge (VNB). The VNB
Rebate Programs are for: (i) Staten Island residents eligible for the Staten Island Resident (SIR) E-ZPass
rate (the VNB SIR Rebate Program); and (ii) trucks and other commercial vehicles which have New York
Customer Service Center (NYCSC) E-ZPass Accounts with more than ten (10) trips per month across the
VNB (the VNB Commercial Rebate Program). Tolls on the VNB are collected only in the Staten Island-
bound direction in accordance with federal law. The VNB SIR Rebate };w was implemented on
April 25, 2014. The VNB Commercial Rebate Program was implemented on Junie 13, 2014. The VNB
Rebate Programs are retroactive to April 1, 2014.

VNB SR Rebate Program. Under the VNB SIR Rebate Program% MT tes $0.50 of the $6.00 SIR
VNB E-ZPass toll paid by Staten Island residents with threer more trips per h across the VNB,
where tolls are collected only in the Staten Island-bound direction in accordance with. federal law, and
rebates $0.86 of the $6.36 SIR VNB E-ZPass toll paiddy Staten Island residents with one ox two trips per
month across the VNB. As a result of the MTA rebartes,%:n Island residents pay $5:50 per trip across

the VNB.

bate Program, the MTA rebates 20%
using the same NYCSC E-ZPass
olls are collected only in the

VNB Commercial Rebate Program. Undeg.the VNB Commercial
of the VNB E-ZPass toll for trucks and i
account, with more than ten (10) trips per
Staten Island-bound direction in accordance

federal law.

Financial Implications. The projected annualized\cost®©f the VINBiR€bate Programs is $14 million, with
$7 million allocated for th ate Program and $7 million allocated for the Commercial Rebate
Program. The VNB Re re funded equally by New York State and MTA. The moneys to
fund a year’s estimated B Rebate Programs are transferred by the MTA to the MTA

Rebate Programs will be implemented only:for such periods of operation during which, net of State
actions or avai ets, MTA’s financial responsibility does not exceed half of the expense of the
VNB Rebate Progr
cease and Staten Island e charged the applicable SIR toll and trucks and other

co cial vehicles woul pplicable NYCSC E-ZPass toll for the Verrazano Narrows
Bridge. MTA has been told ork State Division of the Budget that for calendar year 2014,
the State’s corm)n will be provided by the waiving of cost recovery assessments levied by the State
and payable byt TA pursuant to Public Authorities Law Section 2975. As of January 21, 2015,
MTA has transferred $14 million to MTA Bridges and Tunnels.

The projected annualirost of the 2015-2016 VNB Rebate Programs is $17.3 million, with $7 million
for the VNB Commercial Rebate Program and $10.3 million for the SIR Rebate Program. Under the
2015-2016 VNB Rebate Programs, $7 million of the cost for the SIR Rebate Program and $7 million of
the cost of the VNB Commercial Rebate Program are to be funded equally by the State and the MTA,
with the State's contribution provided by appropriations to the MTA. An additional $3.3 million in
appropriations is to be provided by the State to the MTA to keep an effective toll rate of $5.50 for Staten
Island Residents under the SIR Rebate Program (i.e., the effective toll prior to the March 22, 2015 toll
increase).

MTA has a program to rebate tolls for E-ZPass customers who are residents of Broad Channel and the
Rockaway Peninsula using the Cross Bay Veterans Memorial Bridge. From July 23,2010, to March 31,
2012, the resident discount E-ZPass crossing charge applied for the first two trips across the Bridge and
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only subsequent trips made during a calendar day using the same E-ZPass tag were eligible for the toll
rebate. Effective April 1, 2012, the MTA has been using funds allocated by the State Legislature to
restore the rebate for tolls incurred on the first two trips made by eligible participants across the Cross
Bay Veterans Memorial Bridge within a calendar day (using the same E-ZPass tag).

During 2014 and 2013, MTA Bridges and Tunnels has redeemed or refinanced a number of its bonds to
manage its interest cost risk and replace downgraded insurers. See Note 11 for further Long Term Debt
details.

The MTA Board passed an increase in the Crossing Charge Schedule on January 22, 2015. The new
Crossing Charge Schedule went into effect on March 22, 2015.

% %k ok ok ok ok

-13-

Master Page # 234 of 476 - Audit Committee Meeting 4/29/2015



TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(In thousands)

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

CURRENT ASSETS:
Cash — unrestricted (Note 3)
Investments (Notes 4 and 5):

Unrestricted

Restricted
Accrued interest receivable (
Accounts receivable — net of allowance

of $8,766 in 2014 and $6,303 in 2013
Due from MTA (Note 23)
Prepaid expenses

Total current assets ’\
NONCURRENT ASSETS:
Investments (Notes 4 and 5):
Restricted
Insurance recovery receivable (Note 10)
Capital assets — net (Note 6)

Derivative assets (Note 16)

Total noncurrent.a

TOTAL ASSETS

DEFERRED OUTFLO
Accu ed decreases in
Loss on refunding debt

TOTAL DEFE OUTFLO

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

See notes to financial statzents.
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2014 2013
A4,145 $ 18,043
121,300 113,078
632.522 466,299
671 648
5 29,928

2,162 1,901
22,684 y 22,417
819,489 652,314
105,078 103,304
124,351 126,325
4442037 4204781
3,597 8,048
4,675,063 4,443 358
5,494,552 5,095,672
163,094 94,246
161,916 229217
325,010 323,463
$5819,562  $5,419,135
(Continued)
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(In thousands)

LIABILITIES AND NET POSITION

CURRENT LIABILITIES:
Current portion — long-term obligations (Notes 11 to 15)
Interest payable due
Accounts payable
Payable to MTA (Note 23)
Payable to NYCTA — operating expense (Note 23)
Accrued salaries
Accrued vacation and sick pay benefits

2014

w,mo
55291

90,603

26,995
( 946
/ 78
1
Current portion of estimated liability arising from injuries

to persons (Note 18)
Due to NYCTA (Note 1 and 23)

Current portion of capital lease obligation (Note 17) ’\ '

Due to MTA (Note 1 and 23)
Pollution remediation projects (Note 9)
Prepaid tolls revenue (includes $38,411 and

2013, respectively, due to other toll agencies)

in 2014 and

. PR \\
Total current liabilities
NONCURRENT LIABILI ~ “
Estimated liability arisin 0 persons (NXe 18)
Other postemployment be n pensions (Note:8)

Long-term debt (Notes 11 to
Derivative liabiliti
Derivative liabi

Capital lere obligations
otalmoncurrent liabilit

TOTAL LIABIL

é

ts (Note 16)

NET POSITION:

Net investment in capita ts
Restricted
Unrestricted

Total net position
TOTAL LIABILITIES AND NET POSITION

See notes to financial statements.
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2013

$ 240,375
55,046
70,181
26,121

841
40,451
16,778

22,308 V 22,142
32,446 21,687
6,170 6,223
50,413 46,381
1,829 1,829
188,865 186,486
847,178 734,541
14,047 7,335
506,170 435,022
8,632,072 8,613,340
137,661 73,758
29,866 30,420
137,356 135,584
9,457,172 9,295,459
10,304,350 10,030,000
576,445 693,234
737,600 569,603
(5,798,833)  (5,873,702)
(4,484,788)  (4,610,865)
$ 5,819,562 $ 5,419,135
(Concluded)
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
OPERATING REVENUES:
Bridges and tunnels $ 1,676,445 $ 1,645,193
Building rentals and fees 19,388 16,597
Other income 2,644 1,763
Total operating revenues 1,698,477 1,663,553
OPERATING EXPENSES:
Salaries and wages ( ,175 128,678
Retirement and other employee benefits y 01 151,280
Electricity : 6,942
Fuel 3, 2,841
Insurance 16,978 10,482
Maintenance and other operating contracts A 108,893 95,429
Professional service contracts 16,890 14,258
Materials and supplies 3,396 2,965
Depreciation expense 104,039 98,235
Other expenses 30,926 28,720
Total operating expenses . 599,649 539,830
Asset impairment and related expenses — (Note 10) e 2,743 (2,181)
OPERATING INCOME ¥ 1,096,085 1,125,904
NON-OPERATING REV, \
Build America Bonds‘subs \ 8,406 8,345
Federal Emergency Management.Ag imbursement
related to Tropi rm Sandy 4,489 3,782
Interest expens (345,985) (350,834)
Change indair value of ve fin instruments (Note 16) 148 522
Inves‘d income 136 131
Total non-eperating (expenses) (332,8006) (338,054)
INCOME BEFO NTRIBUTIONS AND TRANSFERS 763,279 787,850
TRANSFERS IN — Metropolitan Transportation Authority 352 164
TRANSFERS OUT (Not
New York City Transit ority (265,570) (246,902)
Metropolitan Transportation Authority (371,984) (367,308)
CHANGE IN NET POSITION 126,077 173,804
NET POSITION — Beginning of year (4,610,865) (4,664,202)
Restatement of beginning net position - (120,467)
NET POSITION — End of year $(4,484,788)  $(4,610,865)

See notes to financial statements.
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Tolls collected 71 ,990 $1,640,343
Building rentals and fees received 440 26,705
Payments to employees and related costs (195,122) (166,271)

Other operating costs (239,626) (237,465)
Net cash provided by operating activities / ( 1,263,312
CASH FLOWS FROM NONCAPITAL FINANCING

ACTIVITIES:

Subsidies paid to affiliated agencies A (622,900) (606,099)
Net cash used in noncapital financing activities (622,900) (606,099)

CASH FLOWS FROM CAPITAL AND REL

FINANCING ACTIVITIES FOR THE

AUTHORITY AND AFFILIATES:

Purchase of capital assets (349,408) (312,340)

Principal payments on Senio inate, and COPS ) (246,545) (223,859)

Proceeds from new bond i 371,586 229,978

TBTA bonds refunded - 9,264

Interest payments on Senio i (375,324) (366,871)

Net cash

See noteAﬁnancial statem

) 4

(599,691) (663,828)

(Continued)
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013

CASH FLOWS FROM INVESTING ACTIVITIES:

Gross sales of short-term securities 384,502 $3,145,146

Gross purchases of short-term securities ,236,834) (3,001,139)

Gross sales of long-term securities 718,339 425,845

Gross purchases of long-term securities (573,022)

Increase in MTA investment pool 16,227

Unrestricted income from investments 131

Investment income restricted for capital purposes 201

Net cash (used in)/provided by investing activities 13,389

NET (DECREASE)/INCREASE IN CASH ’\ N (3,898) 6,774
CASH — Beginning of year 18,043 11,269
CASH — End of year h 14,145  $ 18,043
RECONCILIATION OF INCOME FROM OPE IONSTO T .

NET CASH PROVIDED BY O TING ACTIVITIES

Income from operations & $1,096,085 $1,125,904
ADJUSTMENTS TO RE ME FROM

OPERATIONS TO NET ED BY

OPERATING ACTIVITIES: <

Depreciation 104,039 98,235

Asset impairiment - (7,400)

Capitalized salary expens (20,980) (15,149)
CHANGES IN TS A LIABILITIES:

Decrease in ree 5,636 9,836

Increase in opera 106,529 23,883

(Increase) in prepal deferred charges (267) (3,158)

(Decrease)/increase in‘acerued'salary costs, vacation and insurance (13,739) 15,965

Increase in prepaid toll r?ne 2,379 15,196
NET CASH PROVIDED BY OPERATING ACTIVITIES $1,279,682 $1,263,312
NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES:

At December 31, 2014 and 2013, the Authority had capital asset

related liabilities of $28,924 and $23,011, respectively.

See notes to financial statements. (Concluded)
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

1. BASIS OF PRESENTATION

Reporting Entity — The Triborough Bridge and Tunnel Authority (the “Authority” or “MTA Bridges
and Tunnels”) is a public benefit corporation created pursuant to the P]Althorities Law (the “Act”)
of the State of New York (the “State”). MTA Bridges and Tunnels is‘part of the related financial
reporting group of the Metropolitan Transportation Authority (iA” e MTA is a component unit

of the State and is included in the State of New York Compreh
Comptroller as a public benefit corporation.

MTA Bridges and Tunnels operates seven toll bridgesstwo toll tunnels, and the
All Authority toll facilities operate E-Z Pass in cogjunction with ayregional electronie tcrollection
system. MTA Bridges and Tunnels’ annual net earnin fore depreciation and other adjustments

(“operating transfer”) are transferred to the New York City Transit Authority (the “TA”) and the MTA
pursuant to provisions of the Act. In addition, MTA Bridges and Tunnels annually transfers its

Bridges and Tunnels’ remaining annual ope
transactions and the MTA receives the balance of the operating transfer, as adjusted, to reflect certain
debt service transactions, plus the annual unrestticted investment income. Transfers are made during the
year. The remaining am December 31,2014 and 2013, of $82,859 and $68,068, respectively,

transfer and its unrestricted investment income at December 31, 2014 and 2013, were as follows:

(In thousands 2014 2013

OAing transfer
Investment 'CW (exclu.

2. SUMMARY OF AZ?JNTING POLICIES

$637,554 $614,210
nrealized gain or loss) 136 131

$ 637,690 $614,341

Basis of Accountin The accompanying financial statements are prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.

The Authority applies Governmental Accounting Standards Board (“GASB”) Codification of

Governmental Accounting and Financial Reporting Standards (“GASB Codification”) Section P80,
Proprietary Accounting and Financial Reporting.
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New Accounting Standards —

The MTA Bridges and Tunnels has not completed the process of evaluating the impact of GASB
Statement No. 68, Accounting and Financial Reporting for Pensions. GASB Statement No. 68 replaces
the requirements of GASB Statement No. 27, Accounting for Pensions by State and Local Gover nmental
Employers and GASB Statement No. 50, Pension Disclosures— an amendment of GASB Statements No.
25 and No. 27, as they relate to governments that provide pensions through pension plans administered
as trusts or similar arrangements that meet certain criteria. GASB Statement No. 68 requires
governments providing defined benefit pensions to recognize their long-term obligation for pension
benefits as a liability for the first time, and to more comprehensively at%parably measure the
annual costs of pension benefits. The Statement also enhances accoun ity and transparency through
revised and new note disclosures and RSI. The provisions in GASBdStatement No. 68 are effective for
fiscal years beginning after June 15, 2014.

The MTA Bridges and Tunnels has completed the process of e&ting the ct of GASB Statement
No. 69, Government Combinations and Disposals of Government Operations. GASB Statement No. 69
establishes accounting and financial reporting standards related to government combinations and
disposals of government operations. GASB Statement Ne. 69 requires the use of carryiﬁalues to
measure the assets and liabilities in a government mergkld requirA{neasurements of assets acquired
and liabilities assumed generally to be based upon their acquisition values. GASB Statement No. 69 also
provides guidance for transfers of operations that do not constitute entire legally separate entities and in
which no significant consideration is exc 0. 69 provides accounting and
financial reporting guidance for disposals ment operation e been transferred or sold.
GASB Statement No. 69 requires disclosures to be'made,about gove nt combinations and disposals
of government operations to enable financial statement usersito evaluate the nature and financial effects
of those transactions. The Bridges and Tunnel§ has determined that GASB Statement No. 69 had
no impact on its financi esults of operations, and cash flows.

The MTA Bridges,and mpleted the process of evaluating the impact of GASB Statement
No. 70, Accounting and orting for Nonexchange Financial Guarantees, which requires a
state or local government guaranfor that offers.a noncxchange financial guarantee to another
organization nize a liability on its financial statements when it is more likely than
not thathe guarant to make a payment to the obligation holders under the agreement.
GASB Statement No.7 rnment guarantor to consider qualitative factors when

d ining if a payment is more likely than not to be required. Such factors may
include whether the issuer o guaranteed obligation is experiencing significant financial difficulty or
initiating the&js of ente into bankruptcy or financial reorganization. GASB Statement No.70
further requires.amissuer government that is required to repay a guarantor for guarantee payments made
to continue to report a liability unless legally released. When a government is released, the government
would recognize reve?s a result of being relieved of the obligation. This Statement also requires a

government guarantor or issuer to disclose information about the amounts and nature of nonexchange
financial guarantees. The MTA Bridges and Tunnels has determined that GASB Statement No. 70 had
no impact on its financial position, results of operations, and cash flows.

The MTA Bridges and Tunnels has not completed the process of evaluating the impact of GASB
Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date.
The objective of GASB Statement No. 71 is to address an issue regarding application of the transition
provisions of GASB Statement No. 68, Accounting and Financial Reporting for Pensions. The issue
relates to amounts associated with contributions, if any, made by a state or local government employer
or non-employer contributing entity to a defined benefit pension plan after the measurement date of the
government’s beginning net pension liability. The requirements of this Statement will eliminate the
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source of a potential significant understatement of restated beginning net position and expense in the
first year of implementation of GASB Statement No. 68 in the accrual-basis financial statements of
employers and non-employer contributing entities. This benefit will be achieved without the imposition
of significant additional costs. The requirements of this Statement should be applied simultaneously with
the provisions of GASB Statement No. 68 and are effective for fiscal years beginning after June 15,
2014.

The MTA Bridges and Tunnels has not completed the process of evaluating the impact of GASB
Statement No. 72, Fair Value Measurement and Application. The objective of GASB Statement No. 72
is to improve financial reporting by clarifying the definition of fair value for financial reporting
purposes, establishing general principles for measuring fair value, providing additional fair value
application guidance, and enhancing disclosures about fair value measurements. These improvements
are based in part on the concepts and definitions established igC(ce atement No. 6, Measurement

of Elements of Financial Satements, and other relevant litera The p ions in GASB Statement
No. 72 are effective for periods beginning after June 15, 2045

Use of Management’s Estimates — The preparation®f financial statements in conformity with
accounting principles generally accepted in the Unifed States of America requires man ent to make
estimates and assumptions that affect the reported amo of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Significant estimates include the market value of
investments, allowances for doubtful acc arbitrage rebate lability, accrued expenses and other

Operating and
the agCounting period 1
Bri and Tunnels (e.g.

enses — Operating and non-operating expenses are recognized in
ility.ds incurred. All expenses related to operating the MTA

ce, depreciation, etc.) are reported as operating expenses. All
debt, etc.) are reported as non-operating expenses.

other expenses (e.g. interest

Investments&s MTA Bridges and Tunnels’ intent to hold its investments to maturity. Investments
are recorded on the statement of net position at fair value which is the amount at which a financial
instrument could be'exchanged in a current transaction between willing parties, other than in a forced or
liquidation sale. All wment income, including changes in the fair value of investments, is reported as
revenue (either as investment income and net increase (decrease) in fair value of investments) on the
statements of revenues, expenses and changes in net position. Two investments are recorded at
amortized cost.

MTA Investment Pool — The MTA, on behalf of the MTA Bridges and Tunnels, invests funds which
are not immediately required for the MTA Bridges and Tunnels’ operations in securities permitted by
the New York State Public Authorities Law, including repurchase agreements collateralized by U.S.
Treasury securities, U.S. Treasury notes and U.S. Treasury zero-coupon bonds. All investments are held
by the MTA’s agent in custody accounts in the name of the MTA.
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Capital Assets — Capital assets include all land, buildings, toll equipment, and other structures of MTA
Bridges and Tunnels having a useful life of greater than two years and having a cost of at least $25.

Capital assets are generally stated at historical cost, or at estimated historical cost based on appraisals or
on other acceptable methods when historical cost is not available. Capital leases are classified as capital
assets in amounts equal to the lesser of the fair market value or the present value of net minimum lease
payments at the inception of the lease.

Accumulated depreciation and amortization are reported as reductions of fixed assets. Depreciation is
computed using the straight-line method based upon estimated useful liv enerally 99 years for
primary structures, 10 to 50 years for buildings and improvements, 40 years for toll equipment and toll
plazas, 30 years for roadways, and 2 to 7 years for all other equipment. Capital lease assets and
leasehold improvements are amortized over the term of the lease.orthe life of the assets, whichever is
less.

Major reconstruction and improvements to such facilitiesfare capitalized. Exp res for maintenance
and repairs which do not extend the useful life of the asset are charged to operations as incurred.

Title to substantially all real property is vested in the of New, , and MTA Bridgand Tunnels
has the use and occupancy thereof as long as its corporate existénce continues.

January 1, 2008,
B Statement

tion remediation costs are being
ounting and Financial

Pollution Remediation Projects — Effi
expensed in accordance with the provision
Reporting for Pollution Remediation Oblig ee'Note 9). An o ng expense provision and
corresponding liability measured at current value using the expected ¢ash flow method has been
recognized for certain pollution remediation obligations, which préviously may not have been required
to be recognized, have b ized earlier than in the past or are no longer able to be capitalized as a
component of a capit tion remediation obligations occur when any one of the following
obligating events take A Bridges and Tunnels is in violation of a pollution prevention-

t threat to public health due to pollution exists; the MTA Bridges

remediation; i Tunnels'voluntarily commences or legally obligates itself to

MTA Bridges and Tunnels is named or there is evidence to
in% that it will be '
Compensated Absences
benefits) of Mﬁon and leave benefits earned by employees to date if the leave is attributable to
past service and itis probable that MTA Bridges and Tunnels will compensate the employees for the

benefits through paid,.time off or some other means, such as cash payments at termination or retirement.
Total outstanding comiensated balances at December 31, 2014 and 2013 were $500 and $864,

A Bridges and Tunnels has accrued the full value (including fringe

respectively.

Subsidies — Subsidies provided by MTA Bridges and Tunnels represent its operating transfer and
investment income computed on an accrual basis.

Pension Plans — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by Sate
and Local Governmental Employers, which establishes standards for measurement, recognition, and
display of pension expense and the related accounting for assets, liabilities, disclosures, and required
supplementary information, if applicable. MTA Bridges and Tunnels has adopted this standard for its
pension plans. Pension cost is required to be measured and disclosed using the accrual basis of
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accounting. Annual pension cost should be equal to the annual required contributions (“ARC”) to the
pension plan, calculated in accordance with certain parameters.

Postemployment Benefits Other Than Pensions — In June 2004, the GASB issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions.
This Statement establishes standards for the measurement, recognition, and display of OPEB
expense/expenditures and related liabilities (assets), note disclosures, and if applicable, required
supplementary information (“RSI”) in the financial reports of state and local governmental employers.
In June 2005, GASB issued Statement No. 47, Accounting for Termination Benefits. This statement
establishes accounting standards for termination benefits. For termina‘mﬁts provided through an
existing defined benefit OPEB plan, the provisions of this Statement s implemented
simultaneously with the requirements of Statement 45. MTA Bridges and Tunnels has adopted these
standards for its Postemployment Benefits Other Than Pensions

CASH ( \

The Bank balances are insured up to $250 in the aggregate by the Federal Depos nsur&e Corporation

(“FDIC”) for each bank in which funds are deposi}ed.

The Bank balances in 2014 and 2013 that were not insured weré mz@ined in major financial
institutions considered by management to be secure. The difference between the carrying amount and
the bank balance for the years ended Dec is due to the petty cash and change
funds which are maintained at the various by the bank. In addition, there
were deposits in transit in each of the years

Cash at December 31, 2014 and 2013 consists of thedfollowing:

v

2013 2012
Carrying Bank Carrying Bank
Amount Balance Amount Balance

£

$ 250 $ 250 $ 250 $ 250
15,470 14,349 9,533 4,822
2,323 - 1,486 -

Collateralized deposi
U%teralized deposits

INVESTME§*

MTA Bridges and T > investment policies comply with the New York State Comptroller’s
guidelines for invest;;nt policies. MTA’s All-Agency Investment Guidelines restrict MTA Bridges and
Tunnels’ investments to obligations of the U.S. Treasury, its agencies and instrumentalities and
repurchase agreements backed by U.S. Treasury securities. All investments were managed by the MTA,
as MTA Bridges and Tunnels’ agent, in custody accounts kept in the name of MTA Bridges and Tunnels
for restricted investments and in the name of the MTA for unrestricted investments. MTA’s All-Agency
Investment Guidelines state that securities underlying repurchase agreements must have a market value
at least equal to the cost of the investment. As of December 31, 2014 and 2013, all investments are at
fair value as set forth below (in thousands):

$18,043 $14,599 $11,269 $5,072
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2014 2013

Investments maturing in 2015 under

terms of repurchase agreements $ 13,153 $ 11,406
Commercial Paper 133,956 193,891
U.S. Treasuries due 2015 to 2016 58,854 27,763
U.S. Treasury Notes 145,077 52,390
MTA Investment Pool 358,674 250,575
Other government agencies 72,686 70,156
Irrevocable deposit account 76,500 76,500

% $682,681

in 2014 and 2013 in

d 2013 in restricted

ing from 0.093 % to
ended December 31,
ecember 31, 2014

The fair value of the above investments consists of $121,300 an 1
unrestricted investments, respectively, and $737,600 and $569; in 2
investments, respectively. Investments had weighted averagéimonthly yiel
0.117%, for the year ended December 31, 2014 and 0.094% to 0:307%, for th
2013. The net unrealized gain on investments was $24dand $4 for the years ende
and 2013, respectively.

Cash and investments available to pay operating and maintenan¢ expe ses, debt service and operating
surplus transfers, at December 31, 2014 and 2013, are as follows,(in thousands):

Investments: 2013
CURRENT:
Restricted:
Bond Proceeds Fund $ 140,798 $ 55,594
Primarily Necess ction Fund 356,352 254,782
Debt Service F 135,063 155,028
Cost of Issuanhce 115 691
COPS 2 Broadway 194 204
Tot 632,522 466,299
0 121,300 113,078
$ 753,822 $579,377
LONG-TERM:
Restricted: ‘y
Senior Revenué Bonds $ 4 $ 2
Capital Lease Obligation:
U.S. Treasury Strips 28,574 26,802
Irrevocable Deposit Account 76,500 76,500
Total long-term — restricted 105,078 103,304
Total — long-term $ 105,078 $103,304
_24 -
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The unexpended bond proceeds of the General Purpose Revenue Bonds 1980 Resolution, not including
proceeds held for the Transportation Project, were restricted for payment of capital improvements of
MTA Bridges and Tunnels’ present facilities. The Debt Service Funds are restricted for the payment of
debt service as provided by the bond resolutions.

MTA Bridges and Tunnels’ accrual of the liability to the federal government for rebate of arbitrage
income from tax-exempt borrowings was $0 at December 31, 2014 and 2013, respectively.

MTA INVESTMENT POOL
The MTA, on behalf of MTA Bridges and Tunnels, invests funds Whm immediately required
for MTA Bridges and Tunnels’ operations in securities permitted by TA’s All-Agency Investment

Guidelines in accordance with the New York State Public Authoriti
agreements collateralized by U.S. Treasury securities, U.S. Tre

w, including repurchase
nd U.S. Treasury zero-

coupon bonds.

/!

CAPITAL ASSETS
(In thousands) Balance Balance Balance
December 31, Decem December 31,
2012 Additions Deletion 20 Additions Deletions 2014
CAPITAL ASSETS NOT
BEING DEPRECIATED:
Land $ 27,940 $ - $ 2 $ 25,000 $ - $ 52,940
Construction in progress 608,446 317, ,655 653, 7,415 295,882 665,224
Total capital assets
not being depreciated 636,386 317,900 272,655 332,415 295,882 718,164
CAPITAL ASSETS ) 4
BEING DEPRECIATED:
Building — 2 Broadwa - 373 82,025 - - 82,025
Primary structures 69,700 163 > 2,325,287 200,661 - 2,525,948
Toll plazas 21,003 - 249,272 11,489 - 260,761
Toll equipment ,981 - 107,128 - - 107,128
Buildings 33,850 - 575,673 24,623 - 600,296
Roadway 144,984 - 1,207,570 52,938 - 1,260,508
Other 30,056 1,523 186,696 15,051 - 201,747
otal capital assets
being depreciated 13,059 4,733,651 304,762 - 5,038,413
LESS ACC ATED
DEPRECIA
Building — 2 - 38,426 1,335 - 39,761
Primary structures 2,007 472,831 22,863 - 495,694
Toll plazas 112,884 5,459 (1,209) 119,552 5,713 - 125,265
Toll equipment 41,917 2,628 (707) 45,252 2,630 - 47,882
Buildings 126,447 13,660 (1,995) 142,102 14,022 - 156,124
Roadway 206,877 39,362 (1,856) 248,095 40,515 - 288,610
Other 130,487 13,726 (30) 144,243 16,961 - 161,204
Total accumulated
depreciation 1,108,476 98,235 (3,790) 1,210,501 104,039 - 1,314,540
TOTAL CAPITAL
ASSETS BEING
DEPRECIATED — Net of
accumulated depreciation 3,336,660 203,339 16,849 3,523,150 200,723 - 3,723,873
CAPITAL ASSETS — Net $3,973,046 $521,239 $289,504 $4,204,781 $ 533,138 $ 295,882 $ 4,442,037
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In 2014 and 2013, capital asset additions included $20,980 and $15,149, respectively, of costs incurred
by engineers working on capital projects.

EMPLOYEE BENEFITS

Most employees of MTA Bridges and Tunnels are members of the New York City Employees’
Retirement System (“NYCERS”), which is a cost sharing, multi-employer retirement system. MTA
Bridges and Tunnels’ total payroll costs were $170,560 or 86% for 2014 and $132,095 or 92% for 2013,
which includes the cost of capital engineers charged to capital projects, of which such costs relate to

employees who participate in NYCERS. A

NYCERS provides retirement, as well as death, accident and disability retirement benefits. Benefits vest
after 5 years of credited service depending on date of employm{Ce in retirees also receive

supplemental benefits from MTA Bridges and Tunnels.

Benefit and contribution provisions, which are contingent upon the point in ti which the employee
last entered qualified service and length of credited setfvice, are established by State law and may be
amended only by the State legislature. NYCERS has‘both contributory and noncontribu

requirements, with retirement age varying from 55 to epending upon when an employee last entered
qualifying service. Employees entering qualifying serzi;Xn of before June 30, 1976, are enrolled in a
noncontributory plan. Employees entering qualifying service after June 30, 1976, are enrolled in a plan,
which requires a 3% contribution of their passed legislation in 2000 that
suspends the 3% contribution for employe redited service. In addition,
members who meet certain eligibility requirements wilbgeceive one ’s additional service credit for
each completed year of service up to a maxi of twoadditional years of service credit. Bridges and
Tunnels is required to contribute at an actuarially determinedrate. The current rate is 19.4% of annual
covered payroll. The rat o of annual covered payroll'in 2013. The contribution requirements
of plan members and nd Tunnels ate established and may be amended by the State
Legislature. Effective Chapter 18 of'the Laws of 2012 (commonly referred to as Tier 6)
was enacted. Tier 6 mem ined NYCERS between April 1, 2012 and March 31, 2013 are
required to contribute 3% of gress wages. Beginning April 1, 2013, the contribution rate for all Tier 6
members is wages earned, ranging from 3% to 6%.

Nﬁs established a
e ees, who have wor
Sergeants.and Lieutenants a
such MTA B&and Tun
Certain participants are permitted to borrow up to 75% of their own contributions including accumulated
interest. These loans counted for as reductions in such participants’ contribution accounts. Upon

termination of employment before retirement, certain participants are entitled to refunds of their own
contributions, including accumulated interest, less any loans outstanding.

r employees hired on or after July 26, 1976. A plan for

d reached age 50, is provided to Bridge and Tunnel Officers,
aintainers. Also, an age 57 retirement plan is available for all other
employees. Both these plans required increased employee contributions.

Employee contributions amounted to $11,830 (6.94% of covered payroll) and $10,054 (7.61% of
covered payroll) in 2014 and 2013, respectively. MTA Bridges and Tunnels contributions to NYCERS
for the years ended December 31, 2014, 2013, and 2012, were $33,023, $33,461, and $36,183,
respectively, equal to the required contributions for each year.

NYCERS adopted GASB Statement No. 67, Financial Reporting for Pension Plans, for the year ended
June 30, 2014. As a result, modifications were made to certain actuarial assumptions used in
determining the total pension liability in order to conform with the provisions of GASB Statement No.
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67. Such changes include the determination of projected benefit payments, the use of a single discount
rate, and the sole use of the entry age actuarial cost method. The Authority’s required contribution for
the year ended June 30, 2014 was not affected by the adoption of GASB Statement No. 67.

Additional information about the plan is presented in the component unit financial report prepared by
NYCERS. NYCERS issues a publicly available financial report that includes financial statements and
required supplementary information. The NYCERS financial report may be obtained by writing to
NYCERS Headquarters, 340 Jay Street, Brooklyn, NY, 11201.

Postretirement Benefits — In addition to providing pension beneﬁts,l%iridges and Tunnels
provides certain health care and life insurance benefits for retired employces. Substantially all of MTA
Bridges and Tunnels’ employees who are members of NYCERS may become eligible for those benefits
if they reach normal retirement age while working for MTA Brj{s a nnels. The insurance

premiums for these benefits are recorded on a pay-as-you-go b $18,592 and $17,629 in
2014 and 2013, respectively. No contributions are made bysparticipants. As cember 31, 2014 and
2013, 1,208 and 1,213 retirees, respectively, including spouses and dependents; met those eligibility

requirements. See Note 8 for further disclosure on Other Postemployment Benefits.

& ’
Deferred Compensation Plans — As permitted by Internal Revenue.Code Section 457, the Authority
has established a trust or custodial account to hold plan assets for the exclusive use of the participants
and their beneficiaries. Plan assets and liabilities are not refleected.on the Authority’s consolidated

statements of net position. The Authority required to, and ot, make any contributions to the
Plan in 2014 or 2013.

Certain Authority employees are participants
accordance with Internal Re
nonunion and certain ot
income attributable t
plan is not reflected‘in
required to, and did not,

a second deferred compensation plan established in
ue Code Section'401(k). Participation in the plan is available to all

es. All amounts of compensation deferred under the plan, and all
tion, are solely the property of the participants; accordingly, this
ing consolidated statements of net position. The Authority is not
tributions to the Plan in 2014 or 2013.

OTHER P

The MTA and its Rela

Stgx::nt No. 45, Accou
Than Pensions (“GASB 45
and display.of Other Postemployment Benefits (“OPEB”) expense/expenditures and related liabilities

(assets), note sures, and, if applicable, required supplementary information (“RSI”) in the financial
reports of state and lecal goyernmental employers.

Postemployment ben are part of an exchange of salaries and benefits for employee services rendered.
Most OPEB have befyfunded on a pay-as-you-go basis and have been reported in financial statements
when the promised benefits are paid. GASB 45 requires state and local government’s financial reports to
reflect systematic, accrual-basis measurement and recognition of OPEB cost (expense) over a period that
approximates employees’ years of service and provides information about actuarial accrued liabilities
associated with the OPEB and whether and to what extent progress is being made in funding the plan.

Plan Description — The Benefits provided by the MTA and its Related Groups include medical,
pharmacy, dental, vision and life insurance, plus monthly supplements for Medicare Part B or Medicare
supplemental plan reimbursement and welfare fund contributions.
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MTA Bridges and Tunnels’ participates in the New York State Health Insurance Program (“NYSHIP”) to
provide medical and prescription drug benefits, including Medicare Part B reimbursements to its
members. NYSHIP provides a PPO plan and several HMO plans.

GASB Statement No. 45 requires employers to perform periodic actuarial valuations to determine annual
accounting costs, and to keep a running tally of the extent to which these amounts are over or under
funded. The valuation must be performed at least biennially. The most recent biennial valuation was
performed for the year ended December 31, 2014 and was performed with a valuation date of January 1,
2012.

Since the MTA Bridges and Tunnels’ is a participating employer in N:pit does not issue a stand-
alone financial report regarding post-employment benefits. The NYS financial report can be obtained

by writing to NYS Department of Civil Service, Employee Benefit§ Division, Alfred E. Smith Office
Building, 805 Swan Street, Albany, NY 12239. (

Annual OPEB Cost and Net OPEB Obligation — MTA¢Bridges'and Tun nnual OPEB cost
(expense) represents the accrued cost for post-employmeént benetits under GA 5. The cumulative
difference between the annual OPEB cost and the benefits paid during a year will result.in.a net OPEB
obligation, included on the statement of net position. annual QPEB cost is equal to the annual
required contribution (“ARC”) less adjustments if a net OPEB oblig‘aﬁbn exists. TheARC is equal to the

normal cost plus an amortization of the unfunded frozen actuarial accrued liability.

ted Groups have en to use Frozen Initial Liability
ed over a 22-y iod. The remaining amortization

over an employee’s career, an actuarial cost method divides the present
is attributed to past years (the “Accrued Liability” or “Past Service

ed this year (the “Normal Cost”), and the part that will be earned in
future years (the “Ea ility”). Under'EIL,.an initial past service liability is determined
based on the Entry Age ”’) Cost Method and is amortized separately. This method
determines the past service liability for eachrindividtial based on a level percent of pay. The Future
Service Liab on the present value of future compensation for all members combined
to determine the No ¢ years, actuarial gains/losses will be incorporated into the Future
Se%rfiability and a

Normal Cost.
Actuarial valuations involv
probability o&zs far into
revision as actu sults are
Actuarial Methods‘andAssumptions — The Frozen Initial Liability (“FIL”) Cost Method was used for
determining the Norrrost. The Entry Age Normal (“EAN”") Cost Method was used to determine the
Frozen Accrued Liability and will be used to determine the unfunded actuarial accrued liability in the
GASB 45 supplementary schedules. This method determines the Frozen Accrued liability for each
individual based on a level percent of pay for service accrued through the initial valuation date. The
difference between the Actuarial Present Value of Benefits and the Frozen Accrued Liability equals the
Present Value of Future Normal Cost. The Normal Cost equals the Present Value of Future Normal Cost

divided by the present value of future compensation and multiplied by the total of current compensation
for members less than certain retirement age.

For determining the ARC, the MTA and 1
(“FIL”) cost method with the initial liabilit
period at December 31, 2014 is 15 years.

In order to recognize the liabili
value into three pieces:
Liability™), the part th,

imates of the value of reported amounts and assumptions about the
future, and that actuarially determined amounts are subject to continual
pared to past expectations and new estimates are made about the future.

Inflation rate used was 2.5% per annum compounded annually.
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Salaries were assumed to increase by years of service as follows:

Ist year 10.5 %
5th year 16.0
10th year 5.0
15th year 5.0
20th year 5.0
21st year 4.0

projection of the MTA Investment Pool.

Valuation Date — January 1, 2012.

Discount Rate — 3.75%. (
Medicare Part B Premiums — The Medicare Part B emium reimbursement

and 2014 premium for those members covered by NYSHIP. Medicare Part B reim
assumed to have an annual trend of 5%.

Investment returns were calculated using a discount rate of 3.75%, compoided annually, based upon a

included in the 2013

SVA’[S were

These trends were combined with the adjusted Getzen model trend to determine a single weighted trend
assumption. The weighting was based o estimated liability basi

assumption us 014 and 2013 was 5.0% and

e 20%] EYSHIP emium was lower than 2008 and
actual pre inereases for dental and vision benefits

For those retirees participating in NYSHIP,
1.7%, respectively. This was based on the fa
rose modestly in 2013 and 2014. It also reflec
and Medicare Part B reim

' 4
The trend assumption utilized i valuation has‘changed from the assumption used in the previous
valuation and lowére ial liabilities 5% to 10% fer’each agency. Further reflection of actual

NYSHIP premiums for 2 her lowered the actuarial liabilities.

-

Health Ca
“I Years nd
2012 0.0 %
2013 1.7
2014 5.0
2015 5.5
2016 5.7
2017 ’ 5.9
2022 5.9
2027 6.8
2032 6.5
2037 6.1
2042 5.7
2047 5.5
2052 54
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The healthcare trend assumption is based on the Society of Actuaries-Getzen Model version 11.1
utilizing the baseline assumptions included in the model, except real GDP of 1.8% for medical and
pharmacy benefits. Additional adjustments apply based on percentage of costs associated with
administrative expenses, aging factors and potential excise tax due to healthcare reform.

Participation — For the 2,753 members who participate in NYSHIP, 100% of eligible members,
including current retirees and surviving spouses, are assumed to elect the Empire PPO Plan.

Dependent Coverage — For members that participate in NYSHIP, 100% of eligible members,
including current retirees and surviving spouses, are assumed to elect thﬁﬂre PPO Plan.

Spouses are assumed to be the same age as the employee/retiree. 85% of male and 55% of female
eligible members are assumed to elect family coverage upon rciﬁ('\e children are assumed.
c

Actual family coverage elections for current retirees are used. urre iree’s only dependent is a
child, eligibility is assumed for an additional 7 years of d:/penden overag e member participates in
NYSHIP (otherwise, 5 years) from the valuation date was assumed.

Mortality — Pre-retirement and postretirement healthy annuitanf rates are projected On a generational
basis using Scale AA, as recommended by the Society of Actuaties Retirement Plans Experience
Committee.

Demographic Assumptions:

ales with blue-collar
mbers of Headquarters.

Pre-Retirement — RP-2000 Employee Mortali ble,for Males an
adjustments. No blue-collar adjustments were used for management

Postretirement Healthy Li
adjustments and 133%

-2000 Healthy'Annuitant mortality table for males with Blue Collar
m the RP-2000 Healthy Annuitant mortality table for females. No
managementmembers of Headquarters.

Postretirement Disabled Lives—75% ofthe rates from the RP-2000 Disabled Annuitant mortality table
for males an At age 85 and laterfor males and age 77 and later for females, the disability rates
are set tothe ma rates, respectively.

T er.and Retirement
the 2008 actuarial valuation
following is a table displayin

ographic assumptions were based on assumptions utilized in
sion plans, with the exception of the mortality assumption. The
e various sources of the assumptions utilized by group.

Group Pension Plan

MTA Bridges and’ﬁels NYCERS — MTA Bridges and Tunnels
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Vestee Coverage — For members that participate in NYSHIP, Vestees (members who have terminated,
but not yet eligible to retire) are eligible for NY SHIP benefits provided by the Agency upon retirement,
but must maintain NYSHIP coverage at their own expense from termination to retirement. Vestees are
assumed to retire at first eligibility and would continue to maintain NYSHIP coverage based on the
following percentages. This assumption is based on the Development of Recommended Actuarial
Assumptions for New York State/SUNY GASB 45 Valuation report provided to Participating
Employers of NYSHIP. These percentages were also applied to current vestees, which were only

provided by Headquarters.

Percent
Age at Termination Elect

<40

40-43

44 0
45-46

4748
49

50-51
52+

The following table shows the elements TA Bridges and T
December 31, 2014 and 2013, the amount d changes in
the year ended December 31, 2014 and 201 sands)

(In thousands)
201 4

Annual required ¢
Interest on net Q
Adjustment to annua

y

Is” net OPEB cost for the year ended
ridges and Tunnels’ net OPEB for

2013

$ 98,645
14,090

B 89,740

$ 113 165 ,
’ 16,313 ,
ribution (39,738) (35,839)

76,896

(18,592) (17,629)

In i igati 71,148 59,267
Net OPEB 435,022 375,755
$5006,170 $435,022
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MTA Bridges and Tunnels’ annual OPEB cost, the percentage of annual OPEB cost contributed, and the
net estimated OPEB obligation for the year ended December 31, 2014, 2013, and 2012 projected is as
follows (in thousands):

Percentage of

Year Annual Annual OPEB Net OPEB
Ended OPEB Cost Paid Obligation
12/31/2014 $89,740 20.7% $71,148
12/31/2013 $76,896 22.9% A $59,267
12/31/2012 $90,000 18.2% $73,654
Unfun%
Actuarial Actuarial Actuaria Ratio of
Value Accrued Accrued UAAL to
Period Valuation of Liability Liability. Funded Cove Covered
Ended Date Assets (AAL) UAAL) Ratio  Payroll  Payroll

{a} {b {c}={b}{a} {a}/{c} {d} {c}{d}

}
12/31/2014 1/1/2012 - 07.0 § 707» - § 1069 661.4%

The required schedule of funding progress immediately following.the notes to the financial statements and
the supplemental schedul ts multiyear trend information about whether the actuarial value of plan

for Pallutiol s, in 2008. The Statement establishes standards for determining
when expected pollut tlays should be accrued as a liability or, if appropriate,
capitalized. An operatin
expected cash flow metho
no longer able.to be capitalized as a component of a capital project. Pollution remediation obligations,
which are esti s and subjeet to changes resulting from price increases or reductions, technology, or
changes in applicable laws ot regulations, occur when any one of the following obligating events takes
place:

e An imminen&at to public health due to pollution exists

e MTA Bridges and Tunnels is in violation of a pollution prevention-related permit or license

e MTA Bridges and Tunnels is named by a regulator as a responsible or potentially responsible
party to participate in remediation

e MTA Bridges and Tunnels is named or there is evidence to indicate that it will be named in a
lawsuit that compels participation in remediation activities, or

e MTA Bridges and Tunnels voluntarily commences or legally obligates itself to commence
remediation efforts
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10.

11.

In accordance with GASB Statement No. 49, there was no pollution remediation expense provision in
2014 or 2013. The expense provision was measured at its current value utilizing the prescribed expected
cash flow method.

As of December 31, 2014 and December 31, 2013, the pollution remediation liability totaled $1,829,
primarily consisting of future remediation activities associated with asbestos removal and soil
contamination at MTA Bridge and Tunnels facilities.

The pollution remediation liability is an estimate and is subject to changes resulting from price increases
or reductions, technology, or changes in applicable laws or regulations.A

ASSET IMPAIRMENT AND RELATED EXPENSES

On October 29, 2012, Tropical Storm Sandy made landfall jus th o
post-tropical cyclone. The accompanying storm surge and high winds caus
physical transportation assets operated by MTA and its related groups. MTA
the costs associated with repair or replacement of assets damaged by the storm o
years from a combination of insurance and federal'g vernment assistance programs.

tic City, New Jersey, as a
idespread damage to the
ts to recoup most of
the next several

As of December 31, 2014, costs associated with the sto cluded repair and clean-up expenses of $2.7
million which are included in “asset impairment and related expenses” on the Statements of Revenues,
Expenses, and Changes in Net Position.

As of December 31, 2013, the storm relate p ent losses to tw e Authority’s facilities
increased by $5.0 million, while losses to two ether facilitiés,were overstated by $12.4 million, resulting
in a net credit of $7.4 million which is included/in “aset impairment and related expenses” on the
Statements of Revenues, and Changes it Net Position. Other 2013 costs associated with the
storm included repair penses of $5.2 million which are also included in “asset
impairment and relate; the Statemen\Q of Revenues, Expenses, and Changes in Net
Position.

4
$17 million in expenses for emergency measures, debris removal,
idges and Tunnels’ bridge facilities, of which $8.3 million has been

FEMA has
repair and resilien

received to date.

On April 1652014, FEMA der the Public Assistance Alternative Procedures Pilot Program,
approximately $329 million EMA funding for repairs and $74.5 million in FEMA funding for
hazard mitigation'of the damaged elements of the Hugh L. Carey Tunnel and the Queens Midtown
Tunnel. MTA Bridges and Tunnels has applied for an additional $4.76 million from FEMA for hazard
mitigation at other facilitiés.

LONG-TERM DE

MTA Bridges and Tunnels issues long-term bonds to fund its own capital projects, as well as the
Transportation Project, through the following two credits:

. General Revenue Bonds, and

. Subordinate Revenue Bonds.
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The following represents MTA Bridges and Tunnels’ issuance of long-term debt in 2014:

The following represents

onnection
4Za.

On January 2, 2014, MTA Bridges and Tunnels entered into a firm remarketing agreement in
connection with the Remarketing of $66,300 General Revenue Variable Rate Refunding Bonds,
Series 2005B-4a and 2005B-4b.

On February 6, 2014, MTA Bridges and Tunnels issued $250,000 General Revenue Bonds,
Series 2014 A. The net proceeds were issued to finance projects for MTA Bridges and Tunnels’
own facilities.

On February 6, 2014, MTA Bridges and Tunnels issued $100,0®ra1 Revenue Bond
Anticipation Notes, Series 2014A. The net proceeds were issded,to finance projects for MTA
Bridges and Tunnels’ own facilities.

On September 30, 2014, MTA Bridges and Tunne:/l; éntered, into a fi arketing agreement in
connection with the Remarketing of $147,850 Subordinate Revenue Variable Rate Refunding
Bonds, Series 2000ABCD. y

On November 17, 2014, MTA Bridges and Tu entered,ﬂQ a firm remarketing agreement in
connection with the Remarketing of $63,650 General Révenue Bonds, Subseries 2008B-2.

On December 11, 2014, MTA Bri
connection with the Remarketing o
Subseries 2005B-4c.

d Tunnels enter 0 a firm remarketing agreement in
General Reve iable Rate Refunding Bonds,

\\m‘
ridges and Tunnels’ issuance of long-term debt in 2013:

v
idges and Tunnels terminated the swap agreement with Ambac
nection with General Revenue Variable Rate Refunding Bonds,

On January 1,
Financial Servi

Series 2002F. )

Ond ridges and Tunnels entered into a firm remarketing agreement in

g of $29,600 General Revenue Refunding Bonds, Series 2005B-

A Bridges and Tunnels entered into a refunding agreement in
5 Subordinate Revenue Refunding Bonds, Series 2013A.

On January 29, 2013,
conne with $653

On January 2952013, MTA Bridges and Tunnels entered into a refunding agreement in
connection wi 57,195 General Revenue Refunding Bonds, Series 2013B.

On April 18,2013, MTA Bridges and Tunnels closed on $200,000 General Revenue Bonds,
Series 2013C. These bonds were issued to finance bridge and tunnel projects.

On November 15, 2013, MTA Bridges and Tunnels entered into a remarketing agreement in
connection with $83,500 General Revenue Bonds, Series 2008B-1.

On November 20, 2013, MTA Bridges and Tunnels entered into an Invitation to Offer, for the
tender of Subordinate Revenue Refunding Bonds, Series 2002E.
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e On December 19, 2013, MTA Bridges and Tunnels entered into a refunding agreement for the
issuance of $313,975 Subordinate Revenue Refunding Bonds, Series 2013D (Federally Taxable)
to purchase certain maturities of MTA Bridges and Tunnels’ Subordinate Revenue Bonds, Series
2002E.

MTA Bridges and Tunnels’ noncurrent portion of long-term debt as of December 31, 2014 and 2013 is
comprised of the following:

(In thousands)

2014 2013
Senior Revenue Bonds (Notes 12 and 14) $6,942,253 $6,872,557
Subordinate Revenue Bonds (Note 13) 1,681,097 1,730,931
2 Broadway Certificates of Participation (Note 15) ( 9,852
Total long-term debt - net of premiums and discounts / $8,613,340

TBTA has entered into several Letter of Credit Agree
(together, “Credit and Liquidity Agreements™) as listed on t

nd Standby, Bond Purchase Ag ents

le bely\

Resolution Series Provide Exp. Date
TBTA General Revenue 2001B St 2018
TBTA General Revenue  2001C JP Morgan Chase,Bank, N.A. 9/2015
TBTA General Revenue  2002F Hela \ L7 11/1/2015
TBTA General Revenue * CALPERs 1/31/2015
TBTA General Reven * CALSTR 4 1/31/2015
TBTA General Reyé * US Bank \ 1/31/2015
TBTA General Revenu CALPERs ' 1/31/2015
TBTA General Revenue * CALSTRs. 1/31/2015
TBTA Ge * US Bank 1/31/2015
TBTA General Reve CALPERs 1/31/2015
General Revenue 1/31/2015
TBTA General Revenue US Bank 1/31/2015
TBTA Ge Revenue Bank of America 7/3/2015

* Note: Refinanced on January 28, 2015 — See Subsequent Event (Note 24)

According to the terms of rredit and Liquidity Agreements, if the remarketing agent fails to remarket any
of the bonds listed above that are tendered by the holders, the bank is required (subject to certain conditions) to
purchase such unremarketed portion of the bonds. Bonds owned by the bank and not remarketed after a
specified amount of time (generally 90 days) are payable to the bank as a term loan over five years in ten equal
semiannual principal payments including interest thereon. As of December 31, 2014, there were no term loans
outstanding.
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12. DEBT — SENIOR REVENUE BONDS

Senior Revenue Bonds at December 31, 2014 and 2013, consist of the following:

Principal
Repayments
Original December 31, & Retirements December 31,
(In thousands) Issuance 2013 Issued During 2014 2014
Series EFC 1996A $ 23,530 §$ 5770 § A 1,620 $ 4,150
Series 2001B&C, 296,400 252,770 - 7,635 245,135
4.10% - 5.25%
Series 2002B 2,157,065 147,200 71,720 75,480
Series 2002F 246,480 202,610 - 7,310 195,300
Series 2003B 250,000 199, - 6,770 192,915
Series 2005A 150,000 126,025 - 3,60 122,420
Series 2005B 800,000 105,000 107% 582,000
Series 2006A 200,000 m A - 4,600 71,045
Series 2007A 223,355 136,260 - 4,620 131,640
Series 2008 A 822,77 636,445 - 18,340 618,105
Series 2008B 252,230 52,230 0 63,650 252,230
Series 2008C 629,890 2,270 12,090 500,180
Series 2009A-1 150,000 120,85N - 5,945 114,905
Series 2009A-2 25,000 298,715 - 4,895 293,820
Series 2009B - BAB 200,000 ¢ - - 200,000
Series 2010A-1 9,610 - 6,230 43,380
Series 2010A-2 -B 2805400 - - 280,400
Series 2011A . 602,245 - 16,035 586,210
Series 20 1,490 225,515 - 4,240 221,275
Series 2012B 1,236,413 - 940 1,235,473
ﬁ 2013B 257,195 - - 257,195
eries 2013C 200,000 - 3,390 196,610
Series 20 250,000 - 250,000 5,040 244,960
9,858,693 6,602,253 418,650 356,075 6,664,828
Add net unamortizy
bond discount an
premium 452,688 16,864 6,733 462,819

§ 7054941 § 435,514 § 362,808 § 7,127,647

General Revenue Fixed Rate Bonds Series 2009B and General Revenue Fixed Rate Bonds
Series 2010A-2 are Federally Taxable — Issuer Subsidy- Build America Bonds.
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Debt Service Requirements:

Year Ending Aggregate
December 31 Principal Interest Debt Service
(In thousands)

2015 $ 187,675 $ 300,086 $ 487,761
2016 207,680 293,189 500,869
2017 215,785 284,098 499,883
2018 225,660 2743 ih 499,979
2019 231,775 263 495,752
2020-2024 1,267,650 1,148,232 2,415,882
2025-2029 1,582,181 3 2,421,914
2030-2034 1,551,582 549, 2,100,953
2035-2039 1,055,345 178,28 1,233,628

2040-2044 139,49 15,382 154,877

$Ow

The above interest amounts include both fixed and vari rate calculations. The interest rate
assumptions for Senior Revenue variable rate bonds are as follows:

e MTA Bridges and Tunnels Gener
Series 2001C — 4.00% per annu

$6,664,828 $4,146,670

ue Refunding Series 2001B and

e MTA Bridges and Tunnels General R ue Refun%B S, Series 2002F —5.404% and
3.076% per annu ing into account thednterest rate swaps and 4% per annum on portions not
covered by the i L4

[ ) ’
and Tunnels General Revenue Bonds, Series 2008B — 4.00% per annum, after the
mandatory tender.date
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13. DEBT — SUBORDINATE REVENUE BONDS

Subordinate Revenue Bonds at December 31, 2014 and 2013, consist of the following:

Principal
Repayments &

Original December 31, Retirements December 31,
(In thousands) Issuance 2013 Issued During 2014 2014
Series 2000AB § 201,120 $ 113,300 $ —ﬁ 113,300 $ -
Series 2000CD 201,080 64,950 - 64,950 -
Series 2000ABCD 147,850 - 147, - 147,850
Series 2002E 756,095 139,825 - - 139,825
Series 2003A 500,170 9,545 - - 9,545
Series 2008D 491,110 393,980/ - ,820 374,160

Series 2013A 653,964 653,964 - 7 647,194

Series 2013D 313,975 313 1,0& 312,975
$ 3,265,364 1,689,539 47,850 205,840 1,631,549

Add net unamortized
bond discount and premium

2,809 96,573

2
$ 88,921 §47,850 $ 208,649 $ 1,728,122
4

Debt Service Requir.

Year Ending g Aggregate
December Principal Interest Debt Service

e
(In thousands)

$ 47,025 $ 71,284 $ 118,309

201 64,465 68,182 132,647
2017 67,770 64,818 132,588
2018 92,350 61,310 153,660
2019 97,610 57,660 155,270
2020-2024 451,430 230,211 681,641
2025-2029 ’ 545,975 137,859 683,834
2030-2032 264,924 95,735 360,659

$1,631,549 $ 787,059 $2,418,608

The Subordinate Revenue Bonds are special obligations issued in accordance with the 2001 Subordinate
Revenue Resolution Authorizing Subordinate Revenue Obligations.
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The above interest amounts include both fixed and variable rate calculations. The interest rate
assumptions for Subordinate Revenue variable rate bonds are as follows:

e MTA Bridges and Tunnels Subordinate Refunding Bonds, Series 2000AB — 6.08% per annum
taking into account the interest rate swap

e MTA Bridges and Tunnels Subordinate Refunding Bonds, Series 2000CD — 4.00% per annum

14. BOND ANTICIPATION NOTES

On February 6, 2014, MTA Bridges and Tunnels issued $100,000 ral Revenue Bond Anticipation

Notes, Series 2014A. The net proceeds were issued to finance p TA Bridges and Tunnels’
own facilities.
A}pdyments
December 31, Retirements ber 31,
(In thousands) 2013 Is i 201

Series 2014A $ 100,000

Add net unamortized

bond premium 2,281

$ 102,281

) 4

bt Service Requirements:
4 Aggregate Debt
incipal Interest Service

“*‘

100,000 $§ 2,500 § 102,500
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15. CERTIFICATES OF PARTICIPATION

In 2000, the Trust (Note 17) issued $121,200 of fixed rate Serial and Term Certificates of Participation,
Series 2000A. In 1999, the Trust issued $328,205 of fixed rate Serial and Term Certificates of
Participation, Series 1999A. In 2004, the Trust issued $357,925 of fixed rate Serial and Term
Certificates of Participation, Series 2004A. The proceeds of the Certificates were used to finance certain
building and tenant improvements to the 2 Broadway office building in New York City, occupied by the
Transit Authority, MTA, on behalf of its subsidiaries, The Long Island Rail Road Company, Metro-
North Commuter Railroad Company, and MTA Bridges and Tunnels (Notes 17 and 22). The Transit
Authority is obligated to pay 68.7% of the debt service, the MTA 21.0% MTA Bridges and Tunnels
10.3%.

Certificates of Participation at December 31, 2014 and 2013 consi

(In thousands) Original  December 31, & Retireme December 31,
Issuance 2013 Issued During 2014 y2014
Series 1999A $ 328,205 $ -3 -
Series 2000A 121,200 - -
Series 2004A 357,925 1,130 8,722
$ 807,330 1,130 8,722
Add net unamortized
bond discount and pr - - - -
9,852, § - § 1,130 § 8,722
4
MTA Bridges and Tunne are ebt service requirements:
Certific
(In .ousands)
ear Ending Aggregate
December 31 Principal Interest Debt Service
2015 $ - § 312 $ 312
2016 1,460 261 1,721
2017 1,342 214 1,556
2018 ' 1,772 152 1,924
2019 1,957 83 2,040
2020-2024 1,573 150 1,723
2025-2029 515 56 571
2030 103 1 104
$ 8,722 $ 1,229 $ 9,951
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16.

The above interest amounts include both fixed and variable rate calculations. The interest rate
assumptions for Certificates of Participation are as follows:

e Certificates of Participation, Series 2004A — 3.542% per annum taking into account the interest
rate swaps

The above Certificates of Participation include net payments made by MTA Bridges and Tunnels under
the swap agreements (Note 21)

GASB 53 — DERIVATIVE INSTRUMENTS

MTA Bridges and Tunnels implemented GASB Statement No. 53, Accountmg and Financial Reporting
for Derivative Instruments, in 2010. The Statement deals with th ion, measurement, and
disclosure of information regarding derivative instruments, an dresse e accounting
requirements. Hedging derivative instruments are supposed«o,significantly e financial risk by
substantially offsetting the associated changes in cash ﬂ)j or fair values of't

portfolio.

For the year ended December 31, 2014, the MTA Bri d Twis reporting gainerivative
liabilities and deferred outflows from derivative instruments indhe amounts of $148, $137,661 and

$163,094, respectively. Also recognized in the same period are
liabilities-off market elements in the am

1vative assets and derivative
respectively.

For the year ended December 31, 2013, the reporting gains, derivative
liabilities and deferred outflows from derlvat unts of $522, $73,758 and
$94,246, respectively. Also recognized in the same perlod are derivative assets and derivative liabilities-

off market elements d ,948 anio 420, respectively.

Y ‘\\
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GASB Statement No. 53- Accounting and Financial Reporting for Derivative Instruments
Summary Information as of December 31, 2014

Notional
Amount as of | Fair Values
Cash Flow o. Trade/Entered 12/31/14 as of 12/31/14
Bond Resolution Series Type of Derivative |Fair Value H Date (in millions) | (in millions)
2 Broadway Certificate of
Investment Swap |Participation " 2004A Pay-Fixed Swap /a N/a 8/10/2004 $ 9852 | $ (0.839)
MTA Bridges & Tunnels 2002F (Citi Synthetic
Hedging S waps Senior Revenue Bonds 2005B) Pay-Fixed Swap h Flow Instrument 2/2005 194.000 (36.5006)
MTA Bridges & Tunnels 2005A (COPS Synthetic f
Senior Revenue Bonds 2004A) Pay-Fixed Swap Ca W strument 1/1/2011 24.060 (4.440)
MTA Bridges & Tunnels Synthetic
Senior Revenue Bonds 2005B Pay-Fixed Swap Cash F1 Instrument 6/2/2005 582.000 (109.519)
MTA Bridges & Tunnels . Synthetic
Subordinate Revenue Bonds |2000ABCD Cash Flow JyInstrument 8/12/1998 95.300 (12.629)
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The fair value balances and notional amounts of derivative instruments outstanding at December 31,
2014, classified by type, and the changes in fair value of such derivative instruments from the year
ended December 31, 2013 are as follows:

Fair Value at

Changes In Fair Value December 31, 2014
Amount Amount Notional
Classification (in millions) Classification (in millions) (in millions)
Government activities
Cash Flow hedges:
Deferred outflow of
Pay-fixed interest rate swaps resources ($68ﬁ< bt ($163.094) $895.360
Investment hedge:

Pay-fixed interest rate swaps Investment Expense 0.148 Debt (0.839) 9.852

For the year ended December 31, 2014, the MTA Bri and Tufﬁs recorded $148 as an unrealized
gain related to the change in fair market value of certain vestment swaps that are not accounted for as

hedging derivatives.
no derivative nts reclassified from a hedging
tive mstrument.

total number of five (5) swaps and hedging relationships that were
. 53 Hedge Accounting treatment. Of that total, four (4) were deemed
t Method and ene (1) was deemed ineffective.

For the year ended December 31, 2014
derivative instrument to an investment der

The summary above refl
reviewed for GASB
effective using Syn:

For the four (4) hedging relationships, the Synthetic Instrument Method was utilized to determine

Swap and Swap payments + Floatmg Bond payments - Floating Swap payments)
by the'hedge notio
corresponding fixed s dging derivative instrument is deemed to be effective.

In accordance temerit No. 53, one of the hedging swaps is classified as a swaption for
which a prMX/aS recetved by MTA Bridges and Tunnels at contract inception as shown in the
Table below. i nd Tunnels have followed the relevant accounting required treatment and
are amortizing the premiuim over the life of the swap agreement.

Date of the
Swaption Premium
Bond Resolution Original Series Premuim Contract Payment Date
MTA Bridges & Tunnels-Subordinate  |[2000AB $22,740,000 8/12/1998 8/25/1998
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17. CAPITAL LEASE OBLIGATIONS
2 Broadway

During 1998, the MTA, TA, and MTA Bridges and Tunnels entered into an agreement with the United
States Trust Company of New York (collectively, the “Trust”) to provide for the lease of an office
building located at 2 Broadway in New York City. Subsequently, the same parties provided for the
delivery of certain certificates of participation to finance building and tenant improvements at

2 Broadway (Note 14). The lease is composed of both an operating lease (for the lease of land)

(Note 21) and capital lease (for the lease of the building) elements.

The lease term expires June 30, 2048, with the right to extend the tesn of the lease for two successive
periods of fifteen years each. Rental payments will be allocated to‘the , TA, and MTA Bridges and
Tunnels based upon usage.

On November 4, 2003, MTA entered into agreement to edd thelitigation bet he MTA and the
owners of the 2 Broadway facilities. The settlement provides for a rent credit to MTA Bridges and
Tunnels over a 30-year period commencing Januag 1,2004. y

The credit, which aggregated amounts to $4,525,000, has beenseflected proportionately, on an annual
basis through January 1, 2034, in the 2 Broadway capital lease obligations schedule included in the
tables below.

MTA Bridges and Tunnels has recorded ca e assets using th
borrowing rate of 9.11%, and has reflected a capital lcase obligation
of 38,452 and $38,505, respectively. 4

resent value, and using a
of December 31, 2014 and 2013,

Subway Cars -

During 1995, MTA Bri els entered int@ @8ale-leaseback transaction with a third party
whereby MTA Bridges and Tunnéls soldieertain subway cars, which were contributed by the TA, for net
proceeds of hese cars were subsequently leased back by MTA Bridges and Tunnels under a
capital lease. 34,231 was deferred and netted against the carrying value of the
lease ibuted to the TA. MTA Bridges and Tunnels transferred $5,488
to TA, representing benefit of the transaction. The remaining proceeds equal the

, of which $71,258 was placed in an irrevocable deposit account
Treasury Strips. The estimated yields and maturities of the deposit
are expected to be sufficient to meet all obligations under the lease as

net present
and $7,483 invested in
account and th asury Str

they become due.

In 2014 and 2013, there were no capital lease obligation payments which were funded by the
aforementioned investments. At December 31, 2014 and 2013, the balance in the irrevocable deposit
account was $76,500 and the investments in U.S. Treasury Strips had a market value of $28,574 and
$26,802 at December 31, 2014 and 2013, respectively.

At the end of the lease term, MTA Bridges and Tunnels has the option to purchase the subway cars for
approximately $106,000, which amount has been reflected in the net present value of the lease
obligation, or to make a lease termination payment of approximately $89,000, which is expected to be
covered by the irrevocable deposit.
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Total net obligations under all capital leases as of December 31, 2014 and 2013, are as follows:

(In thousands) 2014 2013

2 Broadway $ 38,452 $ 38,505

Subway cars 105,074 103,302
143,526 141,807

Less current portion 6,170) (6,223)

$137,356 $135,584

Net minimum lease payments are as follows:
N\ Aggregate
Years Ending Lease
December 31 yments

(In thousands)

<

2015 $ 11,970
2016 17,375
2017 104,641
2018 6,227
2019 6,334
2020-2024 32,744
2025-2029 34,240
2030-2034 33,754
2035-2039 30,286
2040-2044 22,808
2045-2049 9,074
309,453
(165,927)

$ 143,526

Total accumulated depreciation under capital leases was approximately $39,761 and $38,426 in 2014
and 2013, respectively.

18. RISK MANAGEMENT

MTA Bridges and Tunnels is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of its assets; injuries to persons, including employees; and natural disasters.
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MTA Bridges and Tunnels is self-insured up to $2.6 million per occurrence for liability arising from
injuries to persons, excluding employees. MTA Bridges and Tunnels is self-insured for work-related
injuries to employees and for damage to third-party property. MTA Bridges and Tunnels provides
reserves to cover the self-insured portion of these claims, including a reserve for claims incurred but not
reported. The annual cost arising from injuries to employees and damage to third—party property is
included in “Retirement & other employee benefits” and “Insurance” in the accompanying statements of
revenues, expenses and changes in net position.

A summary of activity in estimated liability arising from injuries to persons, including employees, and
damage to third-party property, as of December 31, 2014 and 2013, is aWs (in thousands):

(In thousands) 2014 2013
Balance — beginning of year ( 29477  $ 28,169
Activity during the year:
Current year claims and changes in estimates 13,340 7,291
Claims paid (6,462) (5,983)

&
Balance — end of year \ A\ 36,355 29,477

(22,308)  (22,142)
¥ $ 14,047 $ 7335

Liability Insurance — FMTAC, an insurance ¢aptive subsidiaryiof MTA, operates a liability insurance
program (“ELF”) that in in claims in excess of the self-insured retention limits of the agencies
on both a retrospectiv: from incidents that occurred before October 31, 2003) and
prospective (claims@a ents that occurred on or after October 31, 2003) basis. For claims
isi n or after November 1, 2006 but before November 1, 2009, the

Less current portion

Long-term liability

MTA Long
and MTA Staten

TA Metro-North Railroad; $2.3 million for MTA Long Island Bus
$1.6 million for MTAHQ and MTA Bridges and Tunnels. For

cl%arising from inc
th -insured retention ,
Metro-North Railroad; $2.6 million for MTA Long Island Bus
; and $1.9 million for MTAHQ and MTA Bridges and Tunnels.

MTA Long Island Rail Roa

and MTA SMand Rail

Effective November 1, 2012 the self-insured retention limits for ELF were increased to the following
amounts: $10 million, for MTA New York City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail
Road and MTA Metro-North Railroad; $3 million for MTA Staten Island Railway; and $2.6 million for
MTAHQ and MTA Bﬁes and Tunnels. The maximum amount of claims arising out of any one
occurrence is the total assets of the program available for claims, but in no event greater than $50
million. The retrospective portion contains the same insurance agreements, participant retentions, and
limits as existed under the ELF program for occurrences happening on or before October 30, 2003. On a
prospective basis, FMTAC issues insurance policies indemnifying the other MTA Group entities above
their specifically assigned self-insured retention with a limit of $50 million per occurrence with a

$50 million annual aggregate. FMTAC charges appropriate annual premiums based on loss experience
and exposure analysis to maintain the fiscal viability of the program. On December 31, 2014, the
balance of the assets in this program was $72.2 million.
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MTA also maintains an All-Agency Excess Liability Insurance Policy that affords the MTA Group
additional coverage limits of $350 million for a total limit of $400 million ($350 million excess of $50
million). In certain circumstances, when the assets in the program described in the preceding paragraph
are exhausted due to payment of claims, the All-Agency Excess Liability Insurance will assume the
coverage position of $50 million.

Property Insurance — Effective May 1, 2014, FMTAC renewed the all-agency property insurance
program. For the annual period commencing May 1, FMTAC directly insures property damage claims of
the other MTA Group entities in excess of a $25 million per occurrence self-insured retention (“SIR”),
subject to an annual $75 million aggregate as well as certain exceptiomarized below. The total
program is $600 million per occurrence covering property of the relat tities collectively. FMTAC is
reinsured in the domestic, Asian, London, European and Bermuda marketplaces for this coverage.
Losses occurring after the retention aggregate is exceeded are su{ct eductible of $7.5 million per

occurrence. The property insurance policy provides replacement cost co for all risks (including
Earthquake, Flood and Wind) of direct physical loss or damage toall real a sonal property, with
minor exceptions. The policy also provides extra expensé and business inte n coverage.

In addition to the noted $25 million per occurrenceSelf-insured retention, MTA self-insurcs All Risk
(excluding Earthquake, Flood, and Wind) above that retention for dditional $362.3 million within
the overall $600 million property program, as follows: $32.98million (or 32.98%) of the $100 million
layer excess of the primary $150 million layer plus $229.33 million (or 91.7%) of the $250 million
layer excess of $250 million, plus $100 (or 100%) of $1 illion excess of $500 million.

FMTAC is 100% reinsured in the domestic,
the perils of Earthquake, Flood, and Wind fo
aggregate property program.

London, Europea Bermuda marketplaces for
e $600 million per oecurrence and in the annual

ccurrence coverage noted above, FMTAC’s property insurance
e a further layer of $200 million of fully collateralized storm surge
that surpass specified trigger levels in the New York Harbor or

Supplementing the $600 million

. The expanded protection is reinsured by MetroCat Re Ltd., a
Bermuda special p i endent of the Authority and the MTA and formed to provide

FM with capital m reinsurance. The MetroCat Re reinsurance policy is fully
c alized by a Regula ested in U.S. Treasury Money Market Funds. The additional

coverage provided is availa surge losses only after amounts available under the $600
million in g%roperty r

urance are exhausted.
With respect to acts of terrorism, FMTAC provides direct coverage that is reinsured by the United States
Government for 85% of “Certified” losses, as covered by the Terrorism Risk Insurance Act (“TRIA”) of
2007 (originally introduced in 2002). Under the 2007 extension, terrorism acts sponsored by both
foreign and domestic‘organizations are covered. The remaining 15% of MTA Group losses arising from
an act of terrorism would be covered under the additional terrorism policy described below.
Additionally, no federal compensation will be paid unless the aggregate industry insured losses exceed
$100 million (“trigger”). The United States government’s reinsurance of FMTAC expired on December
31, 2014 when Congress did not reauthorize TRIA. FMTAC was able to secure stand-alone terrorism
coverage for the period from January 1, 2015 until January 12, 2015, when the Federal Terrorism
Insurance Program was extended for six years and MTA reverted to said program.

To supplement the reinsurance to FMTAC through the 2007 Terrorism Risk Insurance Program
Reauthorization Act (“TRIPRA”) program, the MTA obtained an additional commercial reinsurance
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19.

20.

policy with various reinsurance carriers in the domestic, London and European marketplaces. That
policy provides coverage for (1) 15% of any “certified” act of terrorism — up to a maximum recovery of
$161.25 million for any one occurrence and in the annual aggregate, (2) the TRIPRA FMTAC captive
deductible (per occurrence and on an aggregated basis) that applies when recovering under the
15%"“certified” acts of terrorism insurance or (3) 100% of any “certified” terrorism loss which exceeds
$5 million and less than the $100 million TRIPRA trigger — up to a maximum recovery of $100 million
for any occurrence and in the annual aggregate. This coverage expires at midnight on May 1, 2015.
Recovery under this policy is subject to a retention of $25 million per occurrence and $75 million in the
annual aggregate — in the event of multiple losses during the policy year. Should the MTA Group’s
retention in any one year exceed $75 million future losses in that policWre subject to a retention of
$7.5 million.

LEASE-LEASEBACK TRANSACTION

On March 31, 1997, the MTA entered into a lease/leaseback tra&ction wi
MTA leased MTA Long Island Rail Road’s Hillside maintenance facility to th d party. The term of
the lease is 22 years, and the third party has the right to renew for a further 21.5 year'term. The facility

was subsequently subleased back to the MTA as a'ca%ase, and sub-subleased by TA to MTA

ird party whereby the

Long Island Rail Road. MTA Bridges and Tunnels has entered into&larantee with the third party that
the sublease payments will be made.

Under the terms of the lease/leaseback a
utilized as follows. The MTA paid $266,0
(Rabobank Nederland), an affiliate of the third party’silender, which e obligation to pay to the
MTA an amount equal to the rent obligations under the sublease attributable to the debt service on the
loan from the third party’s lender. The MTA used $21,000 to‘purchase Treasury securities, which are
pledged as collateral to t . The value at maturity of these Treasury securities, together with
the proceeds from the obligation of Cooperatieve Centrale Raiffeisen-Boerenleenbank
B.A., is sufficient to'p ularly scheduled rent obligations, including the cost of purchasing
the third party’s remaining ri e end of the 22 year sublease period, if the related purchase option
is exercised. A further $600 wasaised to paysfor legal and other costs of the transaction, and $3,000 was

ent, the MTA initi
Operatieve Cen

received $314,000, which was
aiffeisen-Boerenleenbank B.A.

C

At Decembe: 2014 and 2013, MTA Bridges and Tunnels had unused standby letters of credit,
relative to insuranee, amoun to $2.712 million.

MTA Bridges and Tunnel$ is involved in various litigations and claims involving personal liability
claims and certain oth atters. Although the ultimate outcome of these claims and suits cannot be
predicted at this time; management does not believe that the ultimate outcome of these matters will have
a material effect on the financial position, results of operations and cash flows of MTA Bridges and
Tunnels.
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21.

SWAP AGREEMENTS
Swap Agreements Relating to Synthetic Fixed Rate Debt

Board-adopted Guidelines. The Related Entities adopted guidelines governing the use of swap contracts
on March 26, 2002. The guidelines were amended and approved by the Board on March 13, 2013. The
guidelines establish limits on the amount of interest rate derivatives that may be outstanding and specific
requirements that must be satisfied for a Related Entity to enter into a swap contract, such as suggested
swap terms and objectives, retention of a swap advisor, credit ratings of the counterparties,
collateralization requirements and reporting requirements. A

Objectives of synthetic fixed rate debt. To achieve cash flow savings'through a synthetic fixed rate,
MTA, MTA Bridges and Tunnels and MTA New York City Transit h ntered into separate pay-
fixed, receive-variable interest rate swaps at a cost anticipated to be less what MTA, MTA Bridges
and Tunnels and MTA New York City Transit would have paid toiissue fix e debt, and in some
case where Federal tax law prohibits an advance refunding to synthetically re debt on a forward
basis.

Fair Value., Relevant market interest rates on the valuationdate (Deecember 31, 2014) ome swaps are
reflected in the following charts. As of the valuation date; albof the swaps had negative fair values. A
negative fair value means that MTA, MTA Bridges and Tunnelsiand/or MTA New York City Transit
would have to pay the counterparty that imate amount toterminate the swap. In the event there is
a positive fair value, MTA, MTA Bridges els and/or M w York City Transit would be

; consequently, MTA, MTA
Bridges and Tunnels and/or MTA New York City Transit would be exposed to the credit risk of the
counterparties in the amount of the swaps’ fair valuefshould'a swap with a positive fair value be

v

tables represent the theoretical cost to terminate the swap as of the
date indicated, assuming ation event occurred on that date. The fair values were estimated

the swap, as
spot intefest rates.
curvedor hypothetical

“Termination Risk” below:
Terms and Fair, Values. The s, fair values and counterparties of the outstanding swaps of MTA and
MTA Bridges'a unnels, ell as the swaps entered into in connection with the 2 Broadway
Certificates of Participationgefunding, are reflected in the following tables. The MTA swaps are
reflected in separate tables for the Transportation Revenue Bonds and Dedicated Tax Fund Bonds. The
MTA Bridges and Tunnels swaps are reflected in separate tables for the senior lien and subordinate
revenue bonds.
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MTA BRIDGES AND TUNNELS SENIOR LIEN REVENUE BONDS

Swap

Notional Effective Fixed Rate Fair Values Termination

Amounts Date Paid Variable f Date
Associated Bond Issue as of Rate Received 12/31/14 Counterparty

12/31/14 in millions)

(in millions)
Series 2002F( $194.000 07/07/05 3.076 % 01/01/32 Citibank, N.A.
Series 2005A®®) 24.060 09/24/04 3.092 01/01/30 UBS AG
Series 2005B-2a,b,c, 582.000 07/07/05 3.076 67% of on (109.519) 01/01/32 33% each — JPMorgan
2005B-3 and 2005B- LIBOR® Chase Bank, NA, BNP
4abc.de” Paribas North
/| America, Inc. and UBS
| AG
Total $800.060 $ (150.465)
MT IES%D TUNNELSSUBORDINATE REVENUE BONDS
Notional
Amount Fair Values
;1” as of Swap
Associated Bond Issue 12/ 014 Effective Variable 12/31/2014 Termination
in'millions) Date Rate Received (in millions) Date Counterparty
Series 2000ABCD!'@®) 01/01/01 SIFMA — 15 bp $ (12.629) 01/01/19 JPMorgan Chase Bank,
NA
Total $95.300 $ (12.629)
-50 -
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(1) On February 19, 2009, MTA Bridges and Tunnels General Revenue Variable Rate Refunding Bonds, Series 2005B-1 were refunded. Notional amounts from
the Series 2005B-1 swap were reassigned to MTA Bridges and Tunnels General Revenue Variable Rate Refunding Bonds, Series 2002F, MTA Bridges and
Tunnels General Revenue Variable Rate Bonds, Series 2003B-1,2,3 and from November 1, 2027 through November 1, 2030, to MTA Bridges and Tunnels
General Revenue Variable Rate Bonds, Series 2005A-2,3.

(2) In accordance with a swaption entered into on August 12, 1998, the Counterparty paid to MTA s and Tunnels a premium of $22,740,000.
(3) On September 30, 2014, the TBTA Subordinate Revenue Variable Rate Refunding Bonds, together with the TBTA Subordinate Revenue
Variable Rate Refunding Bonds Series 2000CD, were redesignated as the Series 2000ABC from a Weekly Mode to a Term Mode. The

were redeemed. Notional amounts from the Series 2004A swap were reassigned- ate Bonds, Series 2011B; and MTA
Bridges and Tunnels General Revenue Variable Rate Bonds, Series 2005A-1.

(5) On November 19, 2013, MTA Variable Rate Certificates of Participation, Series 2004A
were redeemed. Notional amounts from the Series 2004A swap were reassigned to MTA Trans
Bridges and Tunnels General Revenue Variable Rate Bonds, Series 2005

iated with the swap in connection with Series 2004A Bonds,
ion Revenue Variable Rate Bonds, Series 2011B; and MTA

|
|
|
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2 Broadway Certificates of Participation Swaps

In addition to the foregoing, MTA, MTA New York City Transit and MTA Bridges and Tunnels entered
into separate ISDA Master Agreements with UBS AG relating to the $357.925 million Variable Rate
Certificates of Participation, Series 2004A (Auction Rate Securities) in connection with the refunding of
certain certificates of participation originally executed to fund certain improvements to the office
building located at 2 Broadway in Manhattan. The 2 Broadway swaps have (1) an effective date of
September 22, 2004, (2) a fixed rate paid of 3.092%, (3) a variable rate received of the lesser of (a) the
actual bond rate, or (b) 67% of one-month LIBOR minus 45 basis points, and (4) a termination date of
January 1, 2030.

On November 28, 2011, certain portions of these swaps were re-associated with other floating rate
bonds, including the MTA Bridges and Tunnels General Reven on ries 2005A and the
Transportation Revenue Bonds Series 2002G-1 and Series 201

On December 18, 2012 and November 19, 2013, certainértions of these swap re re-associated with
other floating rate bonds, including the MTA Bridgesfand Tunnels General Revenue BW Series

2005A and the Transportation Revenue Bonds Sewi 1B.
The portion remaining that is still associated with the 2004 A Certificates of Participation is $95.650

million in notional amount as of December 31, 2014, of which New York City Transit is
responsible for $65.712 million, MTA fo illi Bridges and Tunnels for $9.852
million. As of December 31, 2014, the una remaining portion
associated with the 2004A COPs was ($8.1 d Tunnels portion is 10.3%).

Counterparty Ratings

The current ratings of the counte ies are as foﬂ\ws as of December 31, 2014:

Ratings of the Counterparty
ounterparty or its Credit Support Provider
S&P Moody’s Fitch
£G Financial A- Baal BBB+
ank of New York AA- Aa2 AA-
BNP Paribas North A A+ Al A+
Citiba A. A A2 A
JPMorgan Chase Ba A+ Aa3 A+
UBS AG A A2 A
-52-

Master Page # 273 of 476 - Audit Committee Meeting 4/29/2015



Swap Notional Summary

The following table sets forth the notional amount of Synthetic Fixed Rate debt and the outstanding
principal amount of the underlying floating rate series as of December 31, 2014.

Series M& Notional Amount
I Principal
TBTA SUB 2000ABCD 147,850,000 300,000
TBTA 2005B-4 (a,b,c,d,e) 194,000,000 ,000,000
TBTA 2005B-3 194,000,000 194,000,000
TBTA 2005B-2 (a,b,c) 194,000, 000,000
TBTA 2005A-1 56,150,&
TBTA 2005A (2,3) 664270,000
TBTA 2003B (1,2,3) 192,915,000 V
TBTA 2002F M ,300,000 194,000,000
COPs 2004A 95,650:000 95,650,000
Total $1,336,135,00 $991,010,000
® Swaps assigned maturities of Bonds on ard basis.

Except as discussed below under the heading ‘RollovenRisk,” the swap agreements contain scheduled
reductions to outstanding notional amounts that are expected'to approximately follow scheduled or
anticipated reductions in the principal amount of thefassociated bonds.

Risks Associated wit reements

From MTA’s and MTA Bridges a
with swap agreements:

unnels’ perspective, the following risks are generally associated

S

e (Credit Risk —
obligations. In th
Bridges and Tunne
collateral be posted t

becomes insolvent or is otherwise not able to perform its financial
ion in the credit ratings of the counterparty or MTA/MTA
ork City Transit, the swap agreement may require that

ure the party’s obligations under the swap agreement. See

“Call ization” below. Further, ratings deterioration by either party below levels agreed to in
each transaction could result in a termination event requiring a cash settlement of the future value
of the transaction. See “Termination Risk” below.

e Basis Risk — TMariable interest rate paid by the counterparty under the swap and the variable
interest rate paid by MTA, MTA Bridges and Tunnels or MTA New York City Transit on the
associated bonds may not be the same. If the counterparty’s rate under the swap is lower than the
bond interest rate, then the counterparty’s payment under the swap agreement does not fully
reimburse MTA, MTA Bridges and Tunnels or MTA New York City Transit for its interest
payment on the associated bonds. Conversely, if the bond interest rate is lower than the
counterparty’s rate on the swap, there is a net benefit to MTA, MTA Bridges and Tunnels or
MTA New York City Transit.

e Termination Risk — The swap agreement will be terminated and MTA, MTA Bridges and Tunnels
or MTA New York City Transit will be required to make a termination payment to the
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counterparty and, in the case of a swap agreement which was entered into for the purpose of
creating a synthetic fixed rate for an advance refunding transaction may also be required to take
action to protect the tax exempt status of the related refunding bonds.

e Rollover Risk — The notional amount under the swap agreement terminates prior to the final
maturity of the associated bonds on a variable rate bond issuance, and MTA, MTA Bridges and
Tunnels or MTA New York City Transit may be exposed to then market rates and cease to
receive the benefit of the synthetic fixed rate for the duration of the bond issue.

Credit Risk. The following table shows, as of December 31, 2014, the divérsification, by percentage of
notional amount, among the various counterparties that have entered i SDA Master Agreements with
MTA and/or MTA Bridges and Tunnels, or in connection with the 2Breadway Certificates of
Participation refunding. The notional amount totals below incl%ll . The counterparties have the

ratings set forth above.

Notional' Amount of Total
Counterparty (in thousands) al Amount
&
JPMorgan Chase Bank, NA $847,% 34.01%
UBS AG 823,475 33.04
The Bank of New York Mellon 332,995 13.36
Citibank, N.A. 19 7.79
BNP Paribas North America, Inc. 194,0 7.79
AIG Financial Products Corp. _ 100,00 4.01
Total $2.491,94 100.00%

&

The ISDA Master A, d into with the following counterparties provide that the payments
under one transaction gainst other transactions entered into under the same ISDA Master
Agreement: y

Morgan Chase Ba
Refunding Bonds, Se

2002D-2 and Series 2012G.

Under the terms of these agréements, should one party become insolvent or otherwise default on its
obligations, close-out netting provisions permit the non-defaulting party to accelerate and terminate all
outstanding transactions and net the transactions’ fair values so that a single sum will be owed by, or
owed to, the non-defaulting party.

The fair market value of MTA's interest rate swaps changes daily primarily as a result of capital markets
changes. Factors that influence LIBOR are interest rates, banks expectations of future rate movements,
liquidity in the capital markets or changes in the value of the dollar. The relative financial health of
MTA's counterparties do not directly impact the fair market value of the transaction.

Collateralization. Generally, the Credit Support Annex attached to the ISDA Master Agreement requires

that if the outstanding ratings of MTA, MTA Bridges and Tunnels or MTA New York City Transit, as
the case may be, or the counterparty falls to a certain level, the party whose rating falls is required to

-54 -

Master Page # 275 of 476 - Audit Committee Meeting 4/29/2015



post collateral with a third-party custodian to secure its termination payments above certain threshold
valuation amounts. Collateral must be cash or U.S. government or certain Federal agency securities.

The following tables set forth the ratings criteria and threshold amounts relating to the posting of
collateral set forth for MTA, MTA Bridges and Tunnels or MTA New York City Transit, as the case
may be, and the counterparty for each swap agreement. In most cases, the counterparty does not have a
Fitch rating on its long-term unsecured debt, so that criteria would not be applicable in determining if
the counterparty is required to post collateral.

2 Broadway Certificates of Participatioi
Then MTA, MTA
Bridges and Tunnels
( d MTA New York
ransit must post
# ollateral
if its estimated
Associated If the highest ratin eMTA terminatio yments
Bond Issue Transportation Revenue Bonds falls to are in_excess of
Series 2004A Fitch - BBB+, $25,000,000
Moody’s — Baal, or
S&P — BBB+
Fitch — BBB and belo ed,
Moody’s — Baa2 and below orunrated by S&P
Moody’s, or N
S&P — and below or unratéd
Y Then the Counterparty
\C must post collateral if its
rating of the Counterparty’s estimated termination
long-term payments
unsecurédidebt falls to are in excess of
1 or lower, or $ -

unnels Senior Lien Revenue Bonds

Then the downgraded
If the highest rating of the related party must post
MTA Bridges and Tunnels bonds or collateral if its
Associated the counterparty’s long-term estimated termination
Bond Issue unsecured debt falls to payments are in excess
of
Series 2005-A1 See 2 Broadway Certificates of
Participation
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Series 2002F (swap with For counterparty, $10,000,000
Citibank, N.A.), Series 2005B- Fitch — A-, or Moody’s — A3, or S&P —
2a,b,c, 2005B-3 and 2005B- A-

4a,b,c,d,e (swap with
JPM,BNP,UBS) For MTA, $30,000,000
Fitch — BBB+, or Moody’s — Baal, or
S&P — BBB+

For MTA,
Fitch — BBB, or Moody’s — Baa2, or $15,000,000
S&P - BBB

For counterparty,

Fitch — BBB+ and below, or &dy’s -
Baal and below, or S&/P < BBB+ and

below

For MTA, V. y
Fitch — BBB- and Nr Mobdyzs —

Baa3 and below, or S&P'= BBB- and

below

MTA Bridges and Tu bordinate Rev nds
Then the
If the highest rating of the related downgraded party
MTA Bridgesénd Tunnels bonds or must post collateral
Associated the counterparty’s long-term if its estimated
Bond Issue unsec%ed debt falls to termination
< payments are in
excess of

Series 2000A

N/A'=BecausetMTA Bridges and Tunnels’ swap payments are
insured, MTA Bridges and Tunnels is not required to post

teral, but JP Morgan Chase Bank is required to post collateral
ated termination payments are in excess of $1,000,000.

Notwithstanding event any downgraded party is responsible for an event of default or
potential event of d t as defined in the ISDA Master Agreement, the downgraded party must immediately
collateralize its obligations irrespgctive of the threshold amounts.

Under each MTA and MT 1dges and Tunnels bond resolution, the payments relating to debt service on the
swaps are parity obligations with the associated bonds, as well as all other bonds issued under that bond
resolution, but all other payments, including the termination payments, are subordinate to the payment of debt
service on the swap and all bonds issued under that bond resolution. In addition, MTA and MTA Bridges and
Tunnels have structured each of the swaps (other than the 2 Broadway swaps) in a manner that will permit
MTA or MTA Bridges and Tunnels to bond the termination payments under any available bond resolution.

Termination Risk. The ISDA Master Agreement sets forth certain termination events applicable to all swaps
entered into by the parties to that ISDA Master Agreement. MTA, MTA Bridges and Tunnels and MTA New
York City Transit have entered into separate ISDA Master Agreements with each counterparty that govern the
terms of each swap with that counterparty, subject to individual terms negotiated in a confirmation.
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The following table sets forth, for each swap, the additional termination events for the following associated
bond issues. In certain swaps, where the counterparty has a guarantor of its obligations, the ratings criteria
apply to the guarantor and not to the counterparty.

2 Broadway Certificates of Participation
Associated
Bond Issue Counterparty Additional Termination Event(s)
Series 2004A UBS AG Negative financial events relating to the swap insurer,
Ambac Assurance Corporati
MTA Bridges and Tunnels Senior and Subordinate Revenue
Associated
Bond Issue Addition{ermin Events
Senior Lien Revenue Bonds
Series 2005A See 2 Broadway Certificates of Participati

11 below

Series 2002F (swap with Citibank, The ratings by S&P or Moody’s of the Counterp
&P or

N.A.), Series 2005B-2a,b,c, 2005B-3 | “BBB+” or “Baal,” sespectiyely, or the ratings o

and 2005B-4a,b,c,d,e (swap with Moody’s with respect to, thé Bridges and Tunnels Senior
JPM,BNP,UBS) Lien Revenue Bonds falls below “BBB” or “Baa2,” respectively,
or ,fin.either case the ratings are withdrawn.

Subordinate Revenue Bonds

Series 2000ABCD 1. MTA Bridgesand nels can elect to terminate the swap
relating to that Series'on 10:Biisiness Days’ notice if the Series of
Bonds are converted to a fixed rate, the fixed rate on the
converted Bﬁ: is less than the fixed rate on the swap and MTA

ridges and Tunnels demonstrates its ability to make the
termination payments, or MTA Bridges and Tunnels redeems a
ortion of the Series of Bonds and demonstrates its ability to
make the termination payments.

egative financial events relating to the related swap insurer,

3. MTA Fails to have at least one of such issues with a rating of
“BBB-" or higher as determined by S&P or “Baa3” or higher as
determined by Moody’s
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Rollover Risk. MTA and MTA Bridges and Tunnels are exposed to rollover risk on swaps that mature or may
be terminated prior to the maturity of the associated debt. When these swaps terminate, MTA or MTA
Bridges and Tunnels may not realize the synthetic fixed rate offered by the swaps on the underlying debt
issues. The following debt is exposed to rollover risk:

Associated Bond Issue Maturity Date Date

Bond Swap Termination

MTA Bridges and Tunnels General Revenue Variable Rate Refunding Bonds, | November 1, 2032 January 1, 2032
Series 2002F (swap with Citibank, N.A.)

MTA Bridges and Tunnels General Revenue Variable Rate Bonds, Series | Jan 1,2033 January 1, 2032
2003B (swap with Citibank, N.A.) A

variable-rate bond debt service and net swap payments during certain years tha swaps were entered into
in order to: protect against the potential of rising interest rates; achieve a lower ne of borrowing; reduce
exposure to changing interest rates on a related bond issue; of, in some cases where ral tax law prohibits
an advance refunding, achieve debt service savings through a syntheti¢ ﬁxed rate. As rates varys'variable-rate
bond interest payments and net swap payments will va the foll g assumptions; m service
requirements of MTA’s and MTA Bridges and Tunnel ] outst ing ¥ 1ab -rate debt and net swap
payments are estimated to be as follows:

Swap payments and Associated Debt. The following tables contain t(ggre mount of estimated

rate of 4.0% per annum.
est rate on the swap

ould bear inter
the actual fixe

e [tis assumed that the variable-rate
e The net swap payments were calcula

agreements.
A BRIDGESAND TUNl\iELS
(IN MILLIONS)
Year Ending ble-Rate Bon Net Swap Total
December 31 Intera® Payments
$ 46.8 $ (5.6 $ 74.4
44.6 (5.6) 95.2
42.2 (6.1) 95.3
39.7 (6.7) 95.6
38.0 (7.0) 74.4
173.2 (34.1) 304.5
2025-2029 289.2 133.1 (30.0) 392.3
2030-2034 499.7 23.1 (4.9) 517.9
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22,

OPERATING LEASES

During 1998, the MTA, TA and MTA Bridges and Tunnels entered into a lease and related agreements
whereby each, as sub lessees, will rent for at least an initial stated term of approximately 50 years, space
at 2 Broadway in lower Manhattan (Note 17).

The total annual rental payments over the initial lease term are $1,600. Of this amount, approximately
$488 represents land accounted for under an operating lease agreement. Rental payments will be
allocated to the MTA, TA, and MTA Bridges and Tunnels based upon usage. Minimum lease payments
representing MTA Bridges and Tunnels’ share of the operating lease are

Year Ending
December 31

(In thousands)

2015
2016
2017
2018
2019
2020-2024
2025-2029
2030-2034
2035-2039
Thereafter

Minimum future lease pa

-59 -

Master Page # 280 of 476 - Audit Committee Meeting 4/29/2015



23. RELATED PARTY TRANSACTIONS

MTA Bridges and Tunnels and other affiliated MTA agencies receive support from MTA in the form of
budget, cash management, finance, legal, real estate, treasury, risk and insurance management, and other
services, some of which are charged back.

The resulting receivables and payables from the above transactions are recorded in the due from/to MTA
and affiliated agencies account included in the accompanying balance sheets.

Due from/to MTA and affiliated agencies consists of the following atDeAmber 31,2014 and 2013:

(In thousands) 2014 2013
Receivable (Pa ) i (Payable)
Due from (due to) MTA $ 2,162 /(77,40 ) $ $ (72,502)
Due from (due to) affiliated agencies - (33,392) (22,528)
Total MTA and affiliated agencies ~ _§ 2,162 162 110 8m$ 1,901 $ (95,030)

24, SUBSEQUENT EVENTS
On January 22, 2015, the MTA Board passed an increase'i he Crossing Charge Schedule which went

into effect on March 22, 2015.

On January 28, 2015, and Tunnels entered into firm remarketing agreements in
connection with the 85,270 General Revenue Variable Rate Bonds, Subseries 2003B-1,
$46,050 General Reve i ate Bonds, Subseriés 2003B-2, $54,555 General Revenue Variable
0 General Revenue Variable Rate Bonds, Series 2005A and
$193,100 G venue Vanable Rate Refunding Bonds, Subseries 2005B-2.

Tunnels entered into a firm remarketing agreement in
0 Subordinate Revenue Refunding Bonds, Subseries 2013D-

skok skoskok sk
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS - POSTEMPLOYMENT HEALTHCARE PLAN

(In millions)

Actuarial
Accrual (UAAL) Asa
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) (AAL) Covered of Covered
Year Valuation Assets Initial Entry (UAAL) Payroll Payroll
Ended Date (a) Age (b) (b a) ((b-a)/c)
12/31/2014 1/1/2012 - 707.0 $

661.4%
12/31/2013 1/1/2012 - 707.0 \ -8 106.9{’ 661.4%
12/31/2012 1/1/2010 691.1 - § 1149 601.5%

‘$

&

y
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MTA Bus Company

(Subsidiary of Metropolitan Transportation Authorit

Financial Statements as of and for the
Years Ended December 31, 2014 and 201
Required Supplementary Information, a
Independent Auditors’ Report
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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Financial Statements

We have audited the accompanying Statements of Net Position of th us Company (“MTA Bus”),
a wholly-owned public benefit corporation subsidiary of the Metropoli ortation Authority
es, expenses, and
the related

changes in net position, and cash flows for the years then endéd,
I statements, as listed

statements, which collectively comprise MTA Bus’s fina
contents.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation.and fair presentation of.these financial statements in
accordance with accounting principles generé‘apted in the United States of America; this includes
the design, implementation, and maintenance of\internabeontrol relevant to the preparation and fair
presentation of the financial statements that are free fro aterial misstatement, whether due to fraud or

error. ,
Auditors’ Responsibility /

Nain audit evidence about the amounts and disclosures in
dures selected depend on the auditor’s judgment, including the
assessment of therisks of material misstatement of the financial statements, whether due to fraud or error.
In making those riskiassessments, the auditor considers internal control relevant to MTA Bus’s
preparation and fairpresentation of the financial statements in order to design audit procedures that are
appropriate in the circu , but not for the purposes of expressing an opinion on the effectiveness of
MTA Bus’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 financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of MTA Bus as of December 31, 2014 and 2013, and the respective changes in net position and
cash flows thereof for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Emphasis of a Matter

As discussed in the notes to the financial statements, MTA Bus is a subsidiary.of MTA. The MTA is a
component unit of the State of New York. MTA Bus requires significant s from and has material
transactions with the MTA and The City of New York. Our opinion is odified with respect to this
matter.

Other Matters

s of America require t e Management’s

nding Progress-Posteniployment
ents. Such info(?tion, although

Accounting Standards Board who

Accounting principles generally accepted in the United S
Discussion and Analysis on pages 3 through 13 and th
Benefit Plan on page 40 be presented to supplement the
not a part of the financial statements, is required by the Gov
considers it to be an essential part of financial reporting for pla e financial statements in an
appropriate operational, economic, or histor‘ context. We have‘applied certain limited procedures to
the required supplementary information in ac with auditing standards,generally accepted in the
United States of America, which consisted of inquiries 6f.management about the methods of preparing the

information and comparing the information for consiste ith management’s responses to our
inquiries, the financial statements, and other kno e ing our audits of the financial
inion or provi y assurance on the information because the

statements. We do not expre
limited procedures do not provide us with sufficient

assurance.

idence to express an opinion or provide any

L 4

April 29<15 \ y

.
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MTA BUS COMPANY
(Subsidiary of Metropolitan Transportation Authority)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

OVERVIEW OF THE FINANCIAL STATEMENTS

I ntroduction — The following is a narrative overview and analysis of the financial activities of MTA Bus —
subsidiary of Metropolitan Transportation Authority for the years ended December 31, 2014 and 2013. It is
intended to serve as an introduction to MTA Bus’s financial statements, which have'the following
components: (1) Management’s Discussion and Analysis (“MD&A”), ( ncial Statements and (3) Notes
to Financial Statements and (4) Required Supplementary Informatio

Management’s Discussion and Analysis— The MD&A proviwisessment of hew MTA Bus’s position
has improved or deteriorated and identifies the factors that, indmanagement’s view, significantly affected
MTA Bus’s overall financial position. It may contain opinions, assumptions or conclus TA Bus’s
management that should not be considered a replacement for, and must be read in conjunc ith the
financial statements described below.

ation about the nature and amounts
(assets), consumption of net assets

Financial Statements— The Statements of Net Position provide 1n
of resources with present service capacity that MTA. Bus presently co
by the MTA Bus that is applicable to a future rep\orting
obligations to sacrifice resources that the MTA Bus has i ion to avoid (liabilities), and
acquisition of net assets by the MTA Bus that is applicable ing period (deferred inflow of
resources) with the difference between assets/deferred.o rces and liabilities/deferred inflows of
resources being reported as net positi

The Statements of Revenu sets, show how MTA Bus’s net position
changed during the year. It ac the current year’s revenues and expenses, measures the

financial results of Bus’s o year and can be used to determine how MTA Bus has
funded its cost

The Statements of Cash Flows, provide 1
changes’in cashiresulting from operations,
activities.

on about MTA Bus’s cash receipts, cash payments, and net
-capital financing, capital and related financing and investing

Notesto Financial
financial statements, s
capital assets, employee
Any other events or develo
operations and cash flows.

e Notes provide information that is essential to understanding the basic
us’s accounting methods and policies, details of cash and investments,

, lease transactions and future commitments and contingencies of MTA Bus.
g situations that could materially affect MTA Bus’s financial position, results of

Required Supplementary Information (Unaudited): The Required Supplementary Information provides
information concerning MTA Bus’s progress in funding its obligation to provide Other Postemployment
benefits to its employees.

-3-
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FINANCIAL REPORTING ENTITY

MTA Bus is a public benefit corporation established pursuant to the New York State Public Authorities Law,
to operate local and express bus service within The City of New York (“The City””). MTA Bus is a part of the
financial reporting group of the Metropolitan Transportation Authority, which is a component unit of the State
of New York and 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.

MTA Bus began operations on January 3, 2005 when Liberty Lines Express (Yonkers), the first of the seven
private lines franchised by The City, was taken over by MTA Bus. Queens Surface (College Point), New
York Bus Service (Eastchester), and Command Bus (Spring Creek) were mergedinto MTA Bus on
February 27, July 1, and December 5, 2005, respectively. The transition of emaining privately operated
depots was completed when Green Bus Lines (JFK and Far Rockaway), ica Bus Lines (Baisley Park),
and Triboro Coach Corporation (LaGuardia) were merged into MTA nuary 9, January 30, and
February 20, 2006, respectively.

CONDENSED FINANCIAL INFORMATION A

The following sections will discuss the changes in MTA s s\financialiposition for the y
December 31, 2014, 2013 and 2012. The changes from year to year are 0, among other mgs the
continuing purchase of new buses. It should be noted that for purposes of MD&A, summaries of the financial

statements and tables presented conform to MTA Bus’s financial statements, which are presented in
accordance with accounting principles generally aecepted in the Unite tes of America.

Total Assets, Distinguishhg Be i er Assets

Increase (Decrease)

2014-2013 2013-2012

Gross Capital Assets 626,609 $ 30,215 $ 43,787

Accumulated Depreciation (247,895) (48,529) (48,888)
Net Capital ASS(A 378,714 (18,314) (5,101)
Other Assets 186,613 165,274 (17,658) 21,339
Total Assets $ 560,226 $ 543,988 $ (35972) § 16,238

Significant Chan

December 31, 2014 ve

MTA Bus’s Gross Capital Assets amounted to $700.6 million and $670.4 million as of December 31, 2014
and 2013, respectively. Of the December 31, 2014 total, buses accounted for 79.4%, facilities and yards, and
furniture and fixtures were 3.8%, service vehicles were 0.4%, assets under construction consisting of buses
and facility up grades were 13.6%, and capital non bus were 2.8%.

Net Capital Assets decreased from December 31, 2013 by $18.3 million or 4.9%. The net decrease is due to
additions to fixed assets of $30.2 million over depreciation of $48.5 million. The additions included

$27.9 million additions to under construction (other) for the La Guardia, Baisley Park, JFK, and Eastchester
depot renovations, $1.2 million for facilities and yards, $0.9 million for furniture, fixtures and equipment, and
$0.2 million for acquisition of service vehicles.
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Other Assets decreased by $17.7 million or 9.5% compared with the prior year. This decrease is due to a
decrease in subsidy receivable from New York City of $17.0 million, a decrease in other receivables of $1.6
million and a decrease in prepaid expenses of $0.3 million. The decreases were offset by increases in cash of
$0.2 million, and an increase in materials and supplies of $1.0 million.

December 31, 2013 versus 2012

MTA Bus’s Gross Capital Assets amounted to $670.4 million and $626.6 million as of December 31, 2013
and 2012, respectively. Of the December 31, 2013 total, buses accounted for 82.9%, facilities and yards, and
furniture and fixtures were 3.7%, service vehicles were 0.4%, assets under construction consisting of buses
and facility up grades were 12.1%, and capital non bus were 0.9%.

Net Capital Assets decreased from December 31, 2012 by $5.1 million o 5%. The net decrease is due to
additions to fixed assets of $43.8 million over depreciation of $48.9 mi ¢ additions included

$12.7 million for buses placed in service, $30.7 million additions to @nder construction (other) for the La
Guardia, Baisley Park, JFK, College Point, and Eastchester dep ovations, and $0.4 million for

acquisition of service vehicles.

Other Assets increased by $21.3 million or 12.9% com;%:d with the ptior year. This inc sulted from
adjustments of assets primarily due to increase of receivables.due fro York City subsidy of

$30.0 million; and an increase in materials and supplies of $0.5'million. The increases were offset by
decreases in cash of $3 million, decrease in due from affiliates of $4 illion, decrease in other receivables
of $0.3 million, and decrease in prepaid expensesyof $1.5 million.

Total Liabilities, Distinguishing Between Non)\trren nt Liabilities

Increase (Decrease)

2014-2013 2013-2012
Current Liability 244,372 $ (33,284) § 40,405
Noncurrent Liabilities 570,635 114,008 100,461
$ 815,007 $ 80,724 $ 140,866

Total LiabilitieA

At the end of 2014, ilities consisted primarily of postemployment benefits, 57.3%, amounts
due to New York City ority (“NYCTA”) and the MTA for intercompany transactions, including
the intercompany capital loans and MTA investment pool borrowings, 16.9%, and injuries to persons

(workers comp and public diability), 16.9%.

Total Liabilities increased from December 31, 2013 to December 31, 2014 by $80.7 million or 8.4%. Current
Liabilities decreased $33.3 million or 11.7%, while Noncurrent Liabilities increased by $114.0 million or
17.0%.

The decrease in Current Liabilities was due primarily to decreases in accrued expenses ($16.2 million) and

due to MTA and affiliated agencies ($22.3 million). These decreases were offset by increases in accounts
payable of $5.2 million.
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The increase in Noncurrent Liabilities was due to an increase in post-employment benefits other than
pensions, $105.0 million, and an increase in liabilities from injuries to persons, $19.3 million. These
increases were offset by a decrease in NYCTA/MTA intercompany capital loans ($10.0 million), and a
decrease of $0.3 million for remediation projects.

December 31, 2013 versus 2012

At the end 0f 2013, MTA Bus’s liabilities consisted primarily of postemployment benefits, 51.1%, amounts
due to New York City Transit Authority (“NYCTA”) and the MTA for intercompany transactions, including
the intercompany capital loans and MTA investment pool borrowings, 21.7%, and injuries to persons
(workers comp and public liability), 15.4%.

$140.9 million or 17.3%.
ies increased by

Total Liabilities increased from December 31, 2012 to December 31, 20
Current Liabilities increased $40.4 million or 16.5%, while Noncurre
$100.5 million or 17.6%.

The increase in Current Liabilities was due primarily to increas&counts payable, $1.4 million, accrued
expenses, $11.1 million, and due to MTA and affiliated agenicies $27.9 million.

The increase in Noncurrent Liabilities was due to an increase inpost-¢ ment benefits

pensions, $100.2 million, an increase in liabilities from injuriesto persons, $8.7 million, and an increase in
remediation projects, $1.2 million. These increases were offset by a decrease in NYCTA/MTA intercompany
capital loans ($9.6 million).

Total Net Position, Distinguishing Among N%nve s and Unrestricted Amounts

Increase (Decrease)

2014 2012 2014-2013 2013-2012

(In thousands)

Capital Assets , net of accumu

depreciation 373,613 $ 378,714 $ (18,314) §$ (5,101)
Less: Intercompany capi ns (54,202) (63,818) 10,066 9,616
Net Investmentin Capita 311,163 319,411 314,896 (8,248) 4,515

Unrestricted{(deficit) 23,506) (715,058)  (585.915) (108,448)  (129,143)

Total Net Posit $ (512,343)  § (395,647) $(271,019)  $ (116,696)  $ (124,628)

interest in MTA Bus’s assets after liabilities are deducted and consist of
two components: net inv in capital assets, and unrestricted. Net investment in capital assets, include
capital assets, net of accumulated depreciation and outstanding principal balances of debt attributable to the
acquisition, construction of improvement of those assets. All other net position are unrestricted.

Net position represent

Significant Changesin Net Position includes:

December 31, 2014 versus 2013

Total net position was ($512.3) million at the end of 2014, a net decrease of $116.7 million from the end of
2013. The net decrease was comprised of capital used of ($1.4 million), net non-operating income of
$477.9 million, offset by operating losses of $593.2 million.
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December 31, 2013 versus 2012

Total net position was ($395.6) million at the end of 2013, a net decrease of $124.6 million from the end of
2012. The net decrease was comprised of capital contributions from the MTA of $10.0 million, net
non-operating income of $377.5 million, offset by operating losses of $512.1 million.

Condensed Statements of Revenues, Expenses and Changes in Net Position

Year Ended December 31,
2014 013 2012
( usands)
Operating revenues $ 223,684 219,259 $ 201,217
Operating expenses (816,93 731,364) (682,670)
Asset impairment & related expenses - N (7,214)
Operating loss W) * (512,105) (488,667)
Nonoperating revenues (expenses) /
Operating subsidies from NYC 444,082 ‘ 338,063 326,251
Other Non-operating revenue/expenses 33,77 33,256 33,122
FTA/FEMA Reimbursement - Sandy Relief 6,159 -
Total nonoperating revenues (expenses) 377,478 359,373
Loss before capital contributions (134,627) (129,294)
Capital (used) contributed 9,999 61,108
Changes in net position (124,628) (68,186)
Net position, Beginning of, (395,647) (271,019) (202,833)

Net position, End of year (512,343) $§ (395,647) $ (271,019)

3.6 million in 2014 versus $199.2 million in 2013. Total ridership was

125.6 million in 2014 ve .0 million in 2013, an increase in passenger ridership of 0.6 million, or 0.5%.

December 31, 2013 versus2012

Bus revenues from fares totaled $199.2 million in 2013 versus $181.9 million in 2012. Total ridership was
125.0 million in 2013 versus 120.9 million in 2012, an increase in passenger ridership of 4.1 million, or 3.4%.
A fare increase went into effect March 2013, raising the base fare from $2.25 to $2.50, or 11%.
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Salaries and wages

Operating Expenses, by Major Function

Increase (Decrease)

2014 2013 2012 2014-2013 2013-2012
(In thousands)
$ 313,630 $ 289,585 $ 282,794 $ 24,045 $ 6,791

December 31, 2014 versus 2013

Retirement and other employee benefits 168,677 134,405 141,272 34,272 (6,867)
Post employment benefits other than pensions 124,689 118,689 117,962 6,000 727
Fuel 35,099 35,989 27,556 (890) 8,433
Electric power 1,503 1,555 702 (52) 853
Insurance 3,353 2,562 791 555
Public liability claims 32,222 19,108 13,114 8,873
Materials and supplies 43,097 38,036 5,061 9,650
Professional services 20,481 18,534 1,947 11,187
Pollution remediation services 610 1,742 (1,132) (578)
Maintenance and other operating expenses 21,190 18,756 12,856 2,434 5,900
Depreciation 48,530 48 45,897 (357) 2,990
Other business expenses 3,857 A 3,337 341 179
Asset impairment and related expenses - - 7214 - (7,214)
Total operating expenses $ 816,938 A 731,364 ] 689,885 $ $ 41,479

Total operating expenses increased by $85.6 mil

n or ear, as follows:

due to increased salaries resulting

$34.3 million mainly due to higher health care
sation expense.

Post emplo fits ot
valuatio

Ingdrance expense is comprised of exe 1ability, property and other insurance coverage paid under the
MTA A ency insurance programg totaling $3.4 million.

Public liabili no fault claims increased by $13.1 million based upon current actuarial valuations.
Professional servic
environmental and le
other MTA agencies,

s increased related to payments made for auditing, consulting,
ervices. MTA Bus relies extensively on professional services provided by
articularly NYC Transit and the Business Service Center

Other expenses consist of Automated Fare Collection (“AFC”) revenue collection fees paid to New

York City Transit Authority ($2 million) or .0175 cents per AFC ridership transaction, office supplies
and other miscellaneous charges.
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December 31, 2013 versus 2012

Total operating expenses increased by $41.5 million or 6.0% versus the prior year, as follows:

e  Salaries and wages exceeded 2012 by $6.8 million or 2.4%, largely due to a retroactive wage accrual for
prior years.

e  Retirement and other employee benefits decreased $6.9 million or 4.9%, mainly due to regrouping of
Memo of Understanding expenses.

e  Post employment benefits other than pensions increased by $0.7 million
valuations.

ed upon current actuarial

e  Gasoline and diesel fuel for buses increased by $8.4 million or 3
adjustment in 2012 for over-accruals in prior year.

nly due to a $6.9 million

e  Insurance expense is comprised of excess liability, propermther insurance ¢
MTA All-Agency insurance programs totaling $2.6}illion.

erage paid under the

e In 2013, MTA Bus recorded an $8.9 million increase to the reserxr public liability and no fault
claims based upon current actuarial valuations.

e  Professional service contracts increased related to payments ma auditing, consulting,
environmental and legal services. MTA Bus relies ignal services provided by
other MTA agencies, particularly the Business Se . i Ily, in 2013, MTA Bus began

e  Depreciation expensed o bus fleet replacement via the capital program, capitalization of
facility leasehold/equ i ments, and th itional purchase of service vehicles.

e Other expenses consist of Automate ection (“AFC”) revenue collection fees paid to New
York Citﬂ' $2 milli .0175 cents per AFC ridership transaction, office supplies

and othér miscellancous charges.

Non-operati

As defined by th r of agreement between The City of New York (“The City”) and MTA, The City is to
provide operating a ce subsidies to MTA Bus. These subsidies amounted to $444.1 million and

$338.1 million in 201
expected to be in the rang
retroactive contract settlem

een $410 to $440 million depending on operating losses and timing of

In 2014, pursuant to MTA Board approval, MTA Bus received $24.9 million in discretionary Mortgage
Recording Tax - 2 (“MRT-2") monies as a subsidy from the MTA. The funds were used to pay principal and
interest totaling $12.6 million on debt related to the NYCTA/MTA capital pool loan and $29.0 million to pay
commercial paper debt.

Capital used of ($1.4 million) in 2014 and contributions of $10.0 million in 2013 represent capital program
funding from several sources including bonds, Federal, State and City funding.
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Change in Net Position

The change in net position represents net operating losses and the capital contribution. The net position
decreased by $116.7 million in 2014, which is comprised of capital used of ($1.4 million), net of non-
operating income of $477.9 million, offset by operating losses of $593.2 million.

Budget Highlights

Financial:
Total revenue from fares in 2014 was $203.6 million. Passenger revenue was up $4.4 million over 2013
levels, as the result of increased ridership and higher fares, which went into effe¢t in March 2013.

Operations:
The focus on improving service, introducing new buses and performi led maintenance on the bus
fleet, as well as aggressive shop programs to improve the existing fleet yielded continued notable
improvements in the reliability of the bus fleet. In addition, a si cant level of facility work continued
during 2014 to upgrade conditions and comply with environme%gulations. Additional work needs to be
done to improve facility conditions in 2015 and beyond.

OVERALL FINANCIAL POSITION, RESULTS O(OPERATIONND IMPORTANT
ECONOMIC CONDITIONS

Overall Financial Position and Results of Operations

MTA Bus is responsible for both the local and eh@ress
their operations, maintaining current buses, purchasing ne the aging fleet currently in
service, and adjusting schedules and route paths to better and. MTA Bus operates 47 local
bus routes in the Bronx, Brookd ueens; and 35 express bus routes between Manhattan and the Bronx,
Brooklyn, or Queens. It has 7 buses, which, makes MTA Bus the 10th largest bus company,
based upon its bus fleet, ifi

Between 2005 and 2014, MTA
and 389 new envi
(“CNG”) buses.

igh capacity, high customer amenity express buses
cal buses, and 213 new Compressed Natural Gas

reliable transportatio
urban subway and bus
are affected by many diffe
operations, the MTA must i
economic conditions.

urban rail and bus systems, and bridge and tunnel facilities, all of which
conomic forces. In order to achieve maximum efficiency and success in its
entify economic trends and continually implement strategies to adapt to changing

Preliminary MTA system-wide utilization in the fourth quarter of 2014 improved compared with the fourth
quarter of 2013, with ridership up by 11.2 million trips (1.6%) and vehicle traffic at MTA Bridges and
Tunnels facilities improved by 1.5 million crossings (2.05%). On a year-to-date basis, system-wide ridership
was higher by 37.7 million (1.40%), and vehicle crossings were higher by 1.8 million (0.6%), reflecting
primarily the continued improvement in the regional economy.

The average level of seasonally adjusted non-agricultural employment in New York City for the fourth
quarter was higher in 2014 than in 2013 by 87.3 thousand jobs (up 2.2%). On a quarter-to-quarter basis, New
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York City employment has increased in each of the last sixteen 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.

The employment gain for New York City in the second quarter is consistent with an improving national
economy; fourth quarter Real Gross Domestic Product (“RGDP”) grew at an annualized rate of 2.6%,
according to the most recent advance estimate released by the Bureau of Economic Analysis. The increase
primarily reflected contributions from personal consumption expenditures, exports, state and local
government spending, non-residential fixed investment, and private inventory investment, partially offset by a
decline in federal government spending and an increase in imports. Fourth quarter RGDP growth slowed
relative to third quarter growth as federal government spending, non-residentialfixed investment and exports
fell, while imports rose. The national economy has now grown in twenty o lasttwenty-two quarters.

The New York City metropolitan area’s price inflation of 0.6% was lo the national average of 1.0%
in the fourth quarter of 2014. A 7.8% fall in the price of energy products dampened the overall rise in
consumer prices: the Consumer Price Index (“CPI”) exclusive o rgy productsinereased by 1.5% in the
New York-New Jersey-Long Island area. Consistent with the erall energy prices, spot prices for
New York Harbor conventional gasoline fell by 22.8% frond an average price of $2.69 average of

$2.082 per gallon between the fourth quarters of 2013 a 2014

In June 2014, the Federal Reserve Bank announced that the Federal@pen Market Committee (“FOMC”)
would continue targeting the Federal Funds rate to the range of 0% 00.25%, a range consistent with its
statutory dual mandate to foster maximum employment within a con price stability. The Federal Funds
rate has remained in this range since late 2008 as ﬁnanc1a1 and housing rises deepened. In fact, the
ear earlier as a response to the
eserve Bank has sought to
itions that resulted from the national

mortgage crisis. Confronting stib i no scope to reduce further the Federal
Funds rate, in March 2009 the erve Bank began a program of large scale purchases of government
guaranteed assets. The qbj i expanded in November 2010, was to raise the
price of long-term securities, ing i order to stimulate investment in the economy.

In spite of the s
FOMC elected in Dece i accommodative stance by continuing to target a Federal Funds

FOMC obse
Funds rate, the announced additional measures to foster conditions amenable to financial markets,

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 MRT revenues that resulted from the financial and real estate crisis, MTA’s monthly
receipts remained virtually flat for three years beginning in the first quarter of 2009; however, a discernible
upward trend in MRT receipts began during the first quarter of 2012 and reached a recent high point in the
fall of 2013. Partly because of these high receipts towards the end of last year, Mortgage Recording Tax
collections through the fourth quarter of 2014 were lower than through the fourth quarter of 2013 by $3.0
(0.8%). In spite of the gradual overall recovery of MRT receipts that has been occurring since 2012, average
monthly receipts through the fourth quarter remain $28.7 (51.1%) worse than their average in 2007, just prior
to the steep decline of this revenue source.
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MTA’s receipts of Urban Taxes — those based on commercial activity within New York City — have
demonstrated a pronounced rise since 2010, increasing on a year-over-year basis in seventeen of the last
eighteen quarters. Compared to 2013, average monthly Urban Tax receipts in 2014 were higher by $17.6,
with the result that year-to-date receipts through the fourth quarter of 2014 reached $806.1, which was $211.6
or 64.4% better than in 2013.

Results of Operations - Bus revenues from fares totaled $203.6 million in 2014 versus $199.2 million in
2013. Total ridership was 125.6 million in 2014 versus 125.0 million in 2013, an increase in passenger
ridership of 0.6 million, or 0.5%. The increase could be attributable to the improved economic conditions in
the region. Both calendar year 2014 and 2013 ended with a cash and investment deficit of $85.8 and

$110.4 million, respectively. This was attributable to the timing of New York subsidy payments, which
cover shortfalls in working capital. The MTA expects that, over time, Federal and State economic stimulus
measures and the rebuilding of downtown infrastructure will further imp the New York City economy.

SIGNIFICANT CAPITAL ASSET ACTIVITY

Capital Program — As last approved by the CPRB, MTA Bus’mn of the MTA’s2000-2004, 2005-
2009, and 2010-2014 Capital Programs total $501.6 million§ $152.0 million, and $297 ion respectively.

On December 19, 2012, the MTA Board approved an amendment to th 0-2014 Capital Program to add
projects for the repair and restoration of MTA agency assets damaged as a result of Superstorm Sandy, which
struck the region on October 29, 2012. The revised program provides for an additional $25 million to the Bus
Company in Sandy recovery-related capital expénditures. On Janua 013, the amended program as

submitted was deemed approved by the CPRB. On July.22, 2013, the approved a further
amendment to the 2010-2014 Capital Program to includ ific revision lanned projects and to include
new resilience/mitigation initiatives in response to Supersto . rther revised program provides
for an additional $46 million to the Bus Company in'tesili -related capital expenditures. On

$491.4 million has been exp

Among the prcm us Company Capital Program are initiatives to bring
bus maintenance faciliti ood repair and to replace heavy duty, non-revenue vehicles. As of
December 31, 2014, $126.2 millien has ommitted under the 2005-2009 Program, of which

$97.4 million has been expended.

The MTA Boar
includes projects t
and repair Superstorm
been committed under th

oved 2010 —12014 MTA Bus Company Capital Program, as last amended in 2013,

ce the aging bus fleet, replace outdated depot equipment, improve depot facilities,
ed MTA Bus facilities. As of December 31, 2014, $178.9 million has
014 Program, of which $80.3 million has been expended.

CAPITAL FINANCING

The MTA 2000-2004 Capital Program includes $501.6 million in capital projects for MTA Bus, a substantial
portion of which is designed for the bus fleet replacement. The MTA 2005-2009 Capital Program includes
$152.0 million in capital projects for MTA Bus, which includes improvements to bus maintenance and
storage facilities. The CPRB approved 2010-2014 Capital Program includes $297.0 million in capital projects
for MTA Bus, which includes bus fleet replacement and depot improvements, plus an additional $70.5 million
for Superstorm Sandy repairs.

-12 -

Master Page # 297 of 476 - Audit Committee Meeting 4/29/2015



The MTA Bus capital projects included in the MTA 2000-2004 Capital Program, the MTA 2005-2009 Capital
Program, and the MTA 2010-2014 Capital Program are funded from a combination of Federal grants, city
funds, MTA Bond proceeds, and other sources. The combined funding sources for the 2000-2004 MTA Bus
Company Capital Program include $49 million in City funds, $331 million in MTA Bond proceeds, and
$121.6 million from other sources. The combined funding sources for the 2005-2009 MTA Bus Company
Capital Program include $107.7 million in Federal funds and $41.4 million in City funds, and $2.9 million
from other sources. The combined funding sources for the 2010-2014 MTA Bus Company Capital Program,
as last amended by the CPRB in August 2013, include $203.6 million in Federal funds, $50.9 million in City
funds, and $42.5 million in MTA Bond proceeds. The MTA Bus Company will also receive $63.8 million in
insurance and/or federal reimbursement proceeds for Superstorm Sandy repair, supplemented, to the extent
necessary, by external borrowing of up to $6.7 million in additional MTA Bo

CURRENTLY KNOWN FACTS, DECISIONS OR CONDITIONS

MTA Bus as a distinct Agency, is the 7" largest bus company, basedfupon ridetship in North America. In
conjunction with NYCT Department of Buses (DOB), a prima 1 1s\to provide seamless bus service

throughout the boroughs of New York City. MTA Bus continus to seek efficiencies, participates in “best
practice” programs, and helps realize the overall expense reduction obiectives of the i

administrative functions have been centralized under thedall Agency Business Service Ce
assessments are continuing to determine if further efficiencies can be ed from conso
functions. The settlement of expired contracts and subsequent retroactive payments for the ATU 1179, ATU

1181 and TWU 106 (TSO) unions impacted 2014 cash payments in the salaries and wages and fringe benefits

line items. Updated actuarial assessments causediincreases in the liab rovisions for Pension, OPEB,
Workers Compensation and Claims. The continuous review and refine locations and timing of
transactions kept increases in overall expenses on‘an ac m. There were minimal

adjustments in service. Overall revenue improved due to hi ip it 2014. There were no fare
increases in 2014 with the next scheduled increase to be i . Any additional revenue and

savings will be used as an offset tc costs associated with MTA Bus
operations. MTA Bus is pa [A capital program and remains dependent on the Agency’s ability to
secure funding from Federal, Sta i s well as the municipal bond market.
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MTA BUS COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2014 AND 2013

2014 2013
ASSETS
CURRENT ASSETS:
Cash (Note 3) 583,848 $ 347,994
Receivables:
Due from affiliates - operating &,680,421 65,232,324
Subsidy due from New York City 87,255,917 104,230,930
Other Subsidy 2,968,395 2,955,660
Other 4,387 1,087,521
Total receivables - net 154,909,120 173,506,435
Materials and supplies inventory I 60 11,676,142
Prepaid expenses and other current assets 1,082,692
Total current assets 168,954, 186,613,263
NON-CURRENT ASSETS
Capital assets — net (Note 5) 355,299,291 373,613,024
TOTAL ASSETS $ 524,253,945 $ 560,226,287

LIABILITIES AND NET POSITION
CURRENT LIABILITIES:

: $ 10,107,399

Accounts payable $ 4,929,195
Accrued expenses:
Salaries, wages and payroll taxes 20,447,652 47,512,128
Vacation and sick pay benefits 37,906,173 35,002,125
Retirement and death benefits 328,494 -
Current portion - Estimated liabili 33,000,000 25,000,000
Current portion - Pollution remedia 8,927,943 9,780,707
Other 9,580,514 9,090,398
Total accrued expe 110,190,776 126,385,358
131,194,920 153,462,824
251,493,095 284,777,377
Post employment ts other than pensions (Note 7) 593,764,000 488,715,295
Estimated liability arisi om injuries to persons (Note 10) 141,675,000 122,399,000
Capital loans 44,136,506 54,201,768
Pollution remediation pro 5,528,509 5,780,070
Total noncurrent liabilitie 785,104,015 671,096,133
Total liabilities 1,036,597,110 955,873,510
NET POSITION:
Invested in capital assets — net of related debt 311,162,785 319,411,256
Unrestricted (deficit) (823,505,950) (715,058,479)
Total net position (512,343,165) (395,647,223)
TOTAL LIABILITIES AND NET POSITION $ 524,253,945 $ 560,226,287

See notes to financial statements.
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MTA BUS COMPANY
(Subsidiary of The Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013
OPERATING REVENUES:
Fare revenue $ 4 203,590,762 199,186,670
Rents, freight, and other revenue 20,093,280 20,072,839
Total operating revenue 223,684,042 219,259,509
OPERATING EXPENSES:

Salaries and wages 289,585,144
Retirement and other employee benefits 134,405,174
Post employment benefits other than pensions 118,689,253
Fuel 8 35,988,532
Electric power 1,503,3 7 1,554,983
Insurance 3,353,222 2,561,377
Public liability claims 32,221,81 19,108,175
Materials and supplies 43,096,912 38,036,370
Professional services 20,480,745 18,533,556
Pollution remediation services 609,839 1,742,178
Maintenance and other operating expenses 21,190,272 18,756,365
Depreciation 48,529,759 48,887,180
Other business expenses 3,856,398 3,516,126
816,938,299 731,364,413

Total operating expenses .

OPERATING LOSS (593,254,257)

(512,104,904)

NON-OPERATING REVENUES (EXP

NYC Operating subsidies 444,081,923 338,063,467
Other Non-operatin, 33,775,408 33,255,514
FTA/FEMA Rei i 59,840 6,158,974
477,917,171 377,477,955

LOSS BEFORE C (115,337,086) (134,626,949)
CAPITAL (USED) CON' (1,358,856) 9,998,631

CHANGES IN NET POSITIO (116,695,942)

NET POSITION — Beginning of ye (395,647,223)

(124,628,318)

(271,018,905)

NET POSITION — End of year $  (512,343,165)

(395,647,223)

See notes to financial statements.
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MTA BUS COMPANY
(Subsidiary of The Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from passenger, tenants, advertisers, and others
Cash payments for payroll and related employee costs
Cash payments to suppliers for goods and services

$

2013

219,141,675
(427,699,029)
(123,743,137)

Net cash used in operating activities

CASH FLOW FROM NONCAPITAL FINANCING
ACTIVITIES:

(332,300,491)

Subsidies received from NYC — operations 461,056,936 308,063,383
Receipt of mortgage recording tax revenue and NYCTA
reimbursement 36,415,423 y,éll 8,544
FTA/FEMA Reimbursements - Sandy Relief 59,840 6,158,974
Net cash provided by noncapital financing activities 497,532,199 350,640,901
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES: y
Interest paid (2,666,250) (3,199,489)
Capital (used) contributed (1,358,856) 9,998,631
(43,786,081)
(9,616,187)

Capital project costs incurred for capital (30,216,026)
Decrease in intercompany capital po n (10,065,262)

Net cash used in capital and r (44,306,394) (46,603,126)
CASH FLOWS FROM INVESTING ACT
(Increase) decrease i (24,530,207) 25,241,936
Earnings on invi 26,235 36,460
d in) provided by in (24,503,972) 25,278,396
NET INCREASE ( 235,854 (2,984,320)
CASH — Beginning of ye 347,994 3,332,314
CASH — End of year $ 583,848 $ 347,994
See notes to financial statements. (Continued)
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MTA BUS COMPANY
(Subsidiary of The Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013

RECONCILIATION OF OPERATING LOSS TO NET
CASH FLOWS USED IN OPERATING ACTIVITIES:

Operating loss $  (512,104,904)

Adjustments to reconcile operating loss to net cash used in
operating activities:

Depreciation 48,887,180
Changes in operating assets and liabilities:
Decrease in receivables 4,734,634
(Increase) Decrease in material and supplies, and prepaid expenses 942,181
Increase in payables, accrued expenses & other liabilities 125,240,418

NET CASH USED IN OPERATING ACTIVITIES (428,485,979)

NONCASH CAPITAL AND RELATED FINANCING
ACTIVITIES:
MTA Contributed capital assets

575,658,512 $ 562,216,485

Capital assets related liabilities ,136,506 $ 54,201,768

See notes to financial statements. (Concluded)
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MTA BUS COMPANY
(Subsidiary of Metropolitan Transportation Authority)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

1. BASIS OF PRESENTATION

Reporting Entity — The accompanying financial statement presents the accounts of MTA Bus
Company (“MTA Bus”), which is a public benefit corporation created uant to the Public Authorities
Law (the “Act”) of the State of New York (the “State”) to operate public bus service within The City of
New York (the “City”). MTA Bus, which is a subsidiary of the itan Transportation Authority
(MTA), was created to take over the operations of seven priva at operated under franchises
from The City of New York. The transition to MTA Bus oceurred.in stages, commencing on January 3,
2005, when MTA Bus began service in the areas formerly by Liberty Cines Express, Inc. On
February 27, 2005, MTA Bus started operating thﬂtes of the Queens Surface Corporation, and on

July 1, 2005, MTA Bus took over the operations of New, York Bus Service, followed by,€@ommand Bus
Company on December 5, 2005. The transition was completed in 2006 when MTA Bus took over
the operations of Green Bus Lines, Jamaica Bus Lines, and Triboro Coach Corporation on January 9,

January 30, and February 20, 2006, respectively.

MTA Bus has material transactions with affiliated agencies included in the, MTA financial reporting
group. Such agencies include the MTA, the NewYork,City Transit rity (“NYCTA”), Metro North
Commuter Railroad (“MNR”) and the Manhattan and urface ,ansit Operating Authority
(“MaBSTOA”). All material transactions between iliated agencies have been recorded

as of December 31, 2014‘

MTA Bus is part of the financial reporting group o
financial statements of the MTA in accordance with

e MTA and is included in the consolidated

OPEB and pension li ies, of MTA Bus and must pay or make provisions for the payment of any
outstanding debt incusred by the MTA on behalf of MTA Bus. Any liabilities incurred by the franchised
bus companies prior to the date of acquisition are liabilities of The City of New York.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The accompanying financial statements are prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.

MTA Bus applies Governmental Accounting Standards Board (“GASB”) Codification of Governmental
Accounting and Financial Reporting Standards (“GASB Codification”) Section P80, Proprietary
Accounting and Financial Reporting.

New Accounting Standards — MTA Bus has not completed the process of evaluating the impact of
GASB Statement No. 68, Accounting and Financial Reporting for Pensi GASB Statement No. 68
replaces the requirements of GASB Statement No. 27, Accounting fo sions by State and Local
Governmental Employers and GASB Statement No. 50, Pension Di res— an amendment of GASB
Satements No. 25 and No. 27, as they relate to governments th ensions through pension plans
administered as trusts or similar arrangements that meet certain ASB Statement No. 68
requires governments providing defined benefit pensions t ize their long=term obligation for
pension benefits as a liability for the first time, and to miore comprehensively and comparably measure
the annual costs of pension benefits. The Statement alse enhances accountability and ttansparency
through revised and new note disclosures and RSE The previsions in GASB Statemeylo. 68 are
effective for fiscal years beginning after June 15, 2014.

MTA Bus has completed the process of @yaluating the impact SB Statement No. 69, Government
Combinations and Disposals of Government Operations. GASB Statement No. 69 establishes
accounting and financial reporting standards relatedite. government combinations and disposals of
government operations. GASB Statement No,'69 requir use of %ing values to measure the

assets and liabilities in a government merger and re nts of assets acquired and liabilities
Statement No. 69 also provides

assumed generally to be lm:heir acquisiti
guidance for transfers of oper hat do not constitute entire legally separate entities and in which no

significant consideration is exchanged. GASB Statement No. 69 provides accounting and financial
reporting guidance for disposals o iofis that have been transferred or sold. GASB

MTA Bus has completed the process of evaluating the impact of GASB Statement No. 70, Accounting
and FinanciahReporting for Nonexchange Financial Guarantees, which requires a state or local
government g tor that offers a nonexchange financial guarantee to another organization or
government to 1 ize a liability on its financial statements when it is more likely than not that the
guarantor will be r make a payment to the obligation holders under the agreement. GASB
Statement No. 70 als uires a government guarantor to consider qualitative factors when determining
if a payment on its guarantee is more likely than not to be required. Such factors may include whether
the issuer of the guaranteed obligation is experiencing significant financial difficulty or initiating the
process of entering into bankruptcy or financial reorganization. GASB Statement No. 70 further requires
an issuer government that is required to repay a guarantor for guarantee payments made to continue to
report a liability unless legally released. When a government is released, the government would
recognize revenue as a result of being relieved of the obligation. This Statement also requires a
government guarantor or issuer to disclose information about the amounts and nature of nonexchange
financial guarantees. MTA Bus has determined that GASB Statement No. 70 had no impact on its
financial position, results of operations, and cash flows.
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MTA Bus has not completed the process of evaluating the impact of GASB Statement No. 71, Pension
Transition for Contributions Made Subsequent to the Measurement Date. The objective of GASB
Statement No. 71 is to address an issue regarding application of the transition provisions of GASB
Statement No. 68, Accounting and Financial Reporting for Pensions. The issue relates to amounts
associated with contributions, if any, made by a state or local government employer or non-employer
contributing entity to a defined benefit pension plan after the measurement date of the government’s
beginning net pension liability. The requirements of this Statement will eliminate the source of a
potential significant understatement of restated beginning net position and expense in the first year of
implementation of GASB Statement No. 68 in the accrual-basis financial statements of employers and
non-employer contributing entities. This benefit will be achieved without the imposition of significant
additional costs. The requirements of this Statement should be applied simultaneously with the
provisions of GASB Statement No. 68 and are effective for fiscal ye eginning after June 15, 2014.

MTA Bus has not completed the process of evaluating the imp Statement No. 72, Fair
Value Measurement and Application. The objective of GASB S 0. 72 is to improve financial
reporting by clarifying the definition of fair value for fina rting purposes, establishing general
principles for measuring fair value, providing additional fair value application guidance, and enhancing
disclosures about fair value measurements. These imiprovements ‘are based in part on the concepts and
definitions established in Concepts Statement No. Elements of Financial Statements,
and other relevant literature. The provisions in GASB Stat are effective‘for fiscal years

beginning after June 15, 2015.

Due from NYCTA for Settlements — Fare révenue information forM TA Bus is collected by the
NYCTA Metrocards automated fare collection (“AFE>) system NY wires funds to MTA Bus on
the first business day of the week for transactions occu: I%ior week. MTA Bus has a
receivable from NYCTA, which represents fares co of MTA Bus up to the end of the

ssets, which are primarily buses and related
um useful life of 3 years and a cost of more than

epreciated on a straight-line basis over 12 years for buses,
years for other capital assets. Cost includes capitalized interest
apportioned to assets during construction. For the purposes of this calculation, interest expense is
reported net estment income.

Long lived assets
carrying amount may
estimated proceeds t

ed for impairment whenever events or circumstances indicate that the
e recoverable. Impairment loss on assets to be sold, if any, is based on the
e received, less estimated cost to sell.

Expenditures for maintenance and repairs which do not extend the useful life of assets are charged to
operations as incurred.

Contributed Capital — Capital assets contributed by the MTA are recorded as capital contributions on
the statement of revenues, expenses and changes in net position. Contributed capital is recognized upon
identification of capital costs to be funded by the MTA. Capital used and contributed for the years ended
December 31, 2014 and 2013, amounted to ($1.4 million) and $10 million, respectively.
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Passenger Revenue — Revenues from the sale of farecards are recognized as income as the farecards
are used and are reported as operating income.

Materials and Supplies — Materials and supplies are recorded at weighted average cost, net of a
reserve for obsolete/excess inventory.

Operating and Non-Operating Expenses — Operating and non-operating expenses are recognized in
the accounting period in which the liability is incurred. All expenses related to operating MTA Bus are
reported as operating expenses. All other expenses are reported as non-operating expenses.

MTA Investment Pool — The MTA, on behalf of MTA Bus, invests fi
required for MTA Bus’s operations in securities permitted by the Sta;
including repurchase agreements collateralized by U.S. Treasury
U.S. Treasury zero-coupon bonds. All investments are held by
the name of the MTA.

which are not immediately
ublic Authorities Law,

ies, U.S. Treasury notes and
gent in custody accounts in

MTA Bus records its position in the Pool based upon aset asset value derived on assets invested in the
Pool plus all realized income and losses earned. Unrealized appreciation, which is not significant to
MTA Bus, is retained on the MTA’s books and not ineluded in MTA Bus’s financial statement.

Investments maturing and expected to be liquidated within have been classified as current assets
in the financial statements of MTA Bus.?vestments are reco n the Statements of Net Position at
fair value which is the amount at which a finaneial instrument could be exchanged in a current

transaction between willing parties, other thanin a ferced or liquidat ale. All investment income,
including changes in the fair value of investments, is'te d as inv&ent income.

Receivables — Receivabl

doubtful accounts, if app“ realizable value.

Reclassifications < Reclassificati i r amounts have been made to conform to
current year presentation.

revenue and expenses during the reporting period. Actual results could differ from those estimates and
assumptions.

Pursuant to the letter agreement between The City and the MTA, The City
has agreed to pay M s the difference between the actual costs of operation of the formerly
franchised private bus lines and all revenues and other reimbursement subsidies. For calendar years 2014
and 2013, MTA Bus received cash payments of $461.1 million and $308.1 million, respectively, in
operating assistance from The City. The 2014 amount includes a 2015 prepayment of $18.5 million. At
year end December 31, 2014, MTA Bus recorded a subsidy receivable due from The City of
approximately $105.8 million pursuant to the agreement between MTA Bus and The City’s Office of
Management and Budget.

City Operating

Advances from New York City — Environmental Remediation and Public Liability Reserves — In
accordance with the supplemental agreements between The City and the MTA, on behalf of MTA Bus,
The City agreed to fund a Public Liability Insurance Reserve fund ($14.2 million) and an Environmental
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Remediation Reserve Fund ($6.3 million). The public liability amount was determined pursuant to an
actuarial reserve analysis performed by Milliman, Inc. as of December 31, 2007. With the assistance of
the Transit Authority (CPM Environmental Engineering) and independent consultants working on behalf
of the New York City Department of Design and Construction, six Bus Company depots were
designated for environmental soil and groundwater remediation work totaling $6.3 million. The City
funded these reserves in June 2007, with an aggregate payment of $20,493,000 to MTA Bus. This
amount was used to fund the initial $6.3 million project as well as future projects. In July 2011, The City
of New York funded the Environmental Remediation Reserve Fund with an additional $11.1 million.
During 2014, MTA Bus reduced the Environmental Remediation Reserve Fund by $0.9 million, based
on actual cash expenditures leaving a balance of $8.9 million as of December 31, 2014. The Public
Liability Reserve Fund has been depleted as of June 2013. Refer to Noté 12 for more information.

Recording Tax (“MRT-2") receipts to MTA Bus. These funds inistered by the MTA
Treasurer and used solely for funding the 2005-2009 Capital.Program debt'setvice requirements and
repayment of the $113.8 million intercompany capital poo&A ounts budgeted from MRT-2 funds
for such purposes were $24.9 million for 2014. The $24.9 million received in 2014 was used to repay
$12.6 million ($10.1 million in principal and $2.5 %ion in intefest) of the intercompanys¢apital pool
loan, and debt service on transportation Revenue Bonds ai n Commercial paper payments of
$29.0 million.

Pension Plans — In November 1994, GASB issued Statemen 7, Accounting for Pensions by Sate
and Local Governmental Employers, which establishes standards for'measurement, recognition, and
display of pension expense and the related accounting,for assets, liabilities, disclosures, and required
supplementary information, if applicable. MTA Bus ha ted this standard for its pension plans.

al basis of accounting. Annual
pension cost should be e

Wnnual requite ibuti o the pension plan, calculated in
accordance with certainfparam

defined benetfit OPEB plan, the provisions of this Statement should be implemented simultaneously with
the requireme f Statement 45. MTA Bus has adopted these standards for its Postemployment
Benefits Other i

NYCT Reimbursem In accordance with the MTA’s 2008 Adopted Budget Staff Summary, the
NYCT will reimburse’MTA Bus approximately $11.5 million per year for debt service, which reflects
the fact that the Federal grants and matching City moneys originally intended for use by the City
franchise buses taken over by MTA Bus could not be used by MTA Bus, so they were assigned to
NYCTA for use in its capital projects.

Risk Management — Prior to January 1, 2006, Liberty Lines Express, Queens Surface, New York Bus
Service and Command Bus were covered for the cost of injury liability and property damage under the
NYC DOT insurance pool program. This insurance program covered the administration and payment of
claims without the need for self-insurance coverage on the part of the former private lines.

-22 -

Master Page # 307 of 476 - Audit Committee Meeting 4/29/2015



Subsequent to January 1, 2006, the former private bus lines are now self-insured up to certain per
occurrence limits for liability claims arising from injuries to persons, excluding employees, under the
MTA’s various insurance programs. Claims arising between January 1, 2006, and October 31, 2006, are
subject to a $7 million per occurrence limit; claims arising between October 31, 2006, and October 31,
2009, are subject to an $8 million per occurrence limit; and claims arising after October 31, 2009, are
subject to a $9 million per occurrence limit. The annual cost associated with injuries to persons, other
than employees, and damage to third-party property, is reflected in expenses as public liability claims in
the accompanying statements of revenues, expenses and change in net position.

soperates a liability insurance
tention limits of the agencies

Liability Insurance — FMTAC, an insurance captive subsidiary of MTA,
program (“ELF”) that insures certain claims in excess of the self-insure
on both a retrospective (claims arising from incidents that occurred re October 31, 2003) and
prospective (claims arising from incidents that occurred on or aft r 31, 2003) basis. For claims
arising from incidents that occurred on or after November 1, 2006, re November 1, 2009, the
self-insured retention limits are: $8 million for MTA New k City Transit, MaBSTOA, MTA Bus,
MTA Long Island Rail Road, and MTA Metro-North Rail 2.3 million for MTA Long Island Bus
and MTA Staten Island Railway; and $1.6 million for MTAHQ and MTA Bridges and Tunnels. For
claims arising from incidents that occurred on or aftér Novembertl, 2009, but before Nevember 1, 2012,
the self-insured retention limits are: $9 million fo A New Yo ity Transit, Ma OA, MTA Bus,
MTA Long Island Rail Road and MTA Metro-North Railroad; $2.6 million for MTALong Island Bus
and MTA Staten Island Railway; and $1.9 million for MTA nd MTA Bridges and Tunnels.
Effective November 1, 2012 the self-instited retention limits were increased to the following
amounts: $10 million for MTA New York CitysTransit, MaBSTOA, MTA Bus, MTA Long Island Rail
Road and MTA Metro-North Railroad; $3 million for,MTA Staten Is Railway; and $2.6 million for
MTAHQ and MTA Bridges and Tunnels. The maximu unt of ms arising out of any one
occurrence is the total assets of the program availab in no event greater than $50
million. The retrospectiv contains the sa eements, participant retentions, and
limits as existed under, thﬁ

On March 1, 2014, the “nonrevenue fleet” automobile liability policy program was renewed. This
program provides third-party auto liability insurance protection for the MTA and its subsidiaries and
affiliates with the exception of MTA New York City Transit, MTA Bus and MTA Bridges and Tunnels.
The policy provides $10 million per occurrence limit with a $0.5 million per occurrence deductible.
FMTAC renewed its deductible buy back policy, where it assumes the liability of the agencies for their
deductible.

On March 1, 2014, the “Access-A-Ride” automobile liability policy program was renewed. This
program provides third-party auto liability insurance protection for the MTA New York City Transit’s
Access-A-Ride program, including the contracted operators. This policy provides a $3 per occurrence
limit with a $1 per occurrence deductible.
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Property Insurance — Effective May 1, 2013, FMTAC renewed the all-agency property insurance
program. For the annual period commencing May 1, FMTAC directly insures property damage claims of
the other MTA Group entities in excess of a $25 million per occurrence self-insured retention (“SIR”),
subject to an annual $75 million aggregate as well as certain exceptions summarized below. The total
program is $500 million per occurrence covering property of the related entities collectively. FMTAC is
reinsured in the domestic, Asian, London, European and Bermuda marketplaces for this coverage.
Losses occurring after the retention aggregate is exceeded are subject to a deductible of $7.5 million per
occurrence. The property insurance policy provides replacement cost coverage for all risks of direct
physical loss or damage to all real and personal property, with minor exceptions. The policy also
provides extra expense and business interruption coverage.

MTAC’s property insurance

Supplementing the $500 million per occurrence coverage noted abo
i lly collateralized storm surge

program has been expanded to include a further layer of $200 mi
coverage for losses from storm surges that surpass specified tri
Long Island Sound and are associated with named storms that occur at any point in the three year period
from July 31, 2013 to July 30, 2016. The expanded protecmr insured by MetroCat Re Ltd., a
Bermuda special purpose insurer independent from MTFA and formed to provide EMTAC with capital
markets-based property reinsurance. The MetroCa reinsuraneg policy is fully collateralized by a
Regulation 114 trust invested in U.S. Treasury Money Mazket Fu The additionaolf(/erage provided
is available for storm surge losses only after amounts avail e $500 million in general
property reinsurance are exhausted.

With respect to acts of terrorism, FMTAC provides direct coverage that is reinsured by the United States
Government for 85% of “certified” losses, as\coverediby the Terrori isk Insurance Act (“TRIA”) of
2007 (originally introduced in 2002). Under the 2007"¢ ion, terrwn acts sponsored by both

foreign and domestic organizations are covered. Th o of MTA Group losses arising from

an act of terrorism Woulda) policy described below.
Additionally, no federal’comp

$5 million an than the $100 million TRIPRA trigger — up to a maximum recovery of $100

d in the annual aggregate. This coverage expires at midnight on May 1,
olicy is subject to a retention of $25 million per occurrence and $75 million
in the annual aggrega in the event of multiple losses during the policy year. Should the MTA
Group’s retention in any one year exceed $75 million future losses in that policy year are subject to a
retention of $7.5 million.

2014. Recovery un

Injuries to Employees — MTA Bus’s predecessor’s workers’ compensation program was insured
through American International Group (AIG). This policy was continued through January 2, 2006.
When New York Bus and Command Bus became members of MTA Bus, their workers’ compensation
exposures were rolled into the AIG program. At the time of its merger with MTA Bus, coverage for
Queens Surface was underwritten by Zurich American Insurance Company, which was also retained
through January 2, 2006.
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Effective January 3, 2006, and on a prospective basis, the MTA, on behalf of MTA Bus, established a
master workers’ compensation program with AIG. This insurance coverage provides both claims
management and risk financing up to the statutory limits set by the State of New York, including acts of
terrorism. When the other private bus lines (Green Bus, Jamaica Buses, and Triboro Coach) were
merged into MTA Bus in the first quarter of 2006, they were rolled into the AIG program.

As risk of loss from worker’s compensation claims was borne by AIG, MTA Bus did not record a
liability reserve in the financial statements at December 31, 2008. Premium payments for worker’s
compensation coverage amounted to approximately $12.0 million and $13.8 million for the calendar
years 2008 and 2007, respectively.

Effective January 2, 2009, MTA Bus, established a self-insured wor
recorded an $80.4 million liability reserve in the financial stateme
calendar year 2014, $12.4 million was paid to beneficiaries.

compensation program and has
ecember 31, 2014. During

Pollution Remediation Projects — Effective January 1, ollution remediation costs are being
expensed in accordance with the provisions of GASB Statement No. 49, Accounting.and Financial
Reporting for Pollution Remediation Obligations (se€ Note 12). An operating expenseprovision and
corresponding liability measured at current value #ising the expected.cash flow method has been
recognized for certain pollution remediation obligations. iously, these obligations may not have
been required to be recognized or have been recognized ea an in the past or are no longer able to
be capitalized as a component of a capit?roject. Pollution remediation obligations occur when any one
of the following obligating events takes placeMTA Bus is in violation of a pollution prevention-related
iSts; MTA Bus is named by a

n remediation; MTA Bus

iation efforts; or MTA Bus is

suit that compels participation in

permit or license; an imminent threat to public health,due to pollutio
regulator as a responsible or potentially responsible pa
voluntarily commences or legally obligates itself to
named or there is evide

ne icate that it will
remediation activities.

Cash at Dece 31,2014 and 2013, consists of the following:
2014 2013
Book Bank Book Bank
Balance Balance Balance Balance

Insured (FDIC) and

collateralized deposits $ 579,398 $ 716,140 $ 309,089 $ 560,203
Commercially insured funds

on-hand and in transit 4,450 334,861 38,905 192,791
Total cash $ 583,848 $ 1,051,001 $ 347994 S 752,994

The on-hand and in-transit funds consist primarily of passenger revenue funds collected but not yet
deposited and petty cash.
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MTA INVESTMENT POOL

The MTA, on behalf of MTA Bus, invests funds which are not immediately required in MTA Bus’s
operations in securities permitted by the State Public Authorities Law, including repurchase agreements
collateralized by U.S. Treasury securities, U.S. Treasury notes, and U.S. Treasury zero coupon bonds.
All investments are held by MTA’s agent, in custody accounts, in the name of the MTA. MTA Bus’s
earnings from short term investments were $26,235 and $36,460 for the years ended December 31, 2014
and 2013, respectively. At December 31, 2014 and 2013, MTA Bus had intercompany investment pool
loans of $85.8 million and $110.4 million, respectively, reported in the Statements of Net Position,
which were attributable to the timing of subsidy payments from The City for working capital
expenditures.

CAPITAL ASSETS
Capital assets as of December 31, 2014 and 2013, consist ofihe

Transfers\December 2014

- W6,o4o,zz9
- 2,812,149

December 2013 Additions

Buses $ 556,040,229 !

Service Vehichles 2,637,540

Furniture, fixtures and equipment 7,303,923 - 8,259,742

Facilities & Yards ?40,050 - 18,542,780

Capital Non Bus ,176,256 - 13,442,027 19,618,283

Buses under construction - - - -

Under construction ( other ) 80,897,626 z442,027) 95,338,467
- 700,611,650

Less - accumulated depreciation (345,312,359)

$(18,313,733) $ - $ 355299291

Capital ass

Additions Transfers December 2013

Buses $.4543389,743 § - $12,650,486 $ 556,040,229
Service Vehichles 2,193,358 444,182 - 2,637,540
Furniture, f1 and equipment 7,303,923 - - 7,303,923
Facilities & Ya 17,340,050 - - 17,340,050
Capital Non Bus 6,176,256 - - 6,176,256
Buses under constru - 12,650,486  (12,650,486) -
Under construction ( other ) 50,206,212 30,691,414 - 80,897,626
626,609,542 43,786,082 - 670,395,624
Less - accumulated depreciation (247,895,420) (48,887,180) - (296,782,600)
Capital assets - net $ 378,714,122 §$ (5,101,098) $ - $ 373,613,024
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EMPLOYEE BENEFITS

Pensions Plan Description — The MTA Defined Benefit Pension Plan (“MTA Plan”) is a cost sharing
multiple employer pension plan. The MTA Plan includes certain employees of MTA Bus. MTA Bus
contributes to the MTA Plan, which offers distinct retirement, disability, and death benefits for their
covered employees. Annual pension costs and related information about this plan are presented in the
following table for all years presented as if the plan was a single-employer plan at the MTA level. The
MTA Plan may be amended by action of the MTA Board.

A stand-alone financial report may be obtained by writing to the MTA Comptroller, 347 Madison
Avenue, New York, New York, 10017.

an annual basis and are
the period in which the

Funding Policy — Employer contributions are actuarially dete
recognized when due. Employee contributions to the Plan are r
contributions are due. The current funded ratio of actuarial acc assets overactuarial accrued liability
is 80.3% of annual covered payroll. The contribution requi ts*of the planmembers and the MTA
are established and may be amended by the MTA Board. The MTA’s contributions'to the MTA Plan for
the years ending December 31, 2014, 2013, and 2012, were $27 155 million, $243.0'million; and

$212.4 million, respectively, equal to the required‘contributions f ch year. ,

The following summarizes the types of employee contributi ade to the Plan:

Covered MTA Bus employees who are required, to contribute a fixedidollar amount, which varies, by
depot. Currently, non-represented employees, at Yonkers Depot and,if hired after June 30, 2007, at
Baisley Park, College Point, Eastchester, JFK, LaGuardi d Spring/Creek Depots, contribute $21.50
per week; non-represented employees at Eastchester ntribute $25 per week; represented
employees at Baisley Par ¢ Point, Eastche ay, JFK, LaGuardia and Yonkers
Depots contribute $29.0m8pring Creek represented €leaners contribute $23.15 per week and
other represented titles contribute'$32.00 per week: Certain remaining non-represented employees at

ing Creek Depots in the pension program covering

The fo i f different pension plans for both represented and
i hich have been consolidated into the MTA Plan. MTA Bus is
ibutions to the MTA Plan on a current basis. Pursuant to the

liabilities relating to both active and retired members for all former private plans, with the exception of
represented ers of the TWU — New York City Private Bus Lines Pension Trust, MTA Bus
recorded pensi ense equal to the valuation annual required contribution of $45.0 million and
$45.5 million for t r years ended December 31, 2014 and 2013, respectively. Both of these
employer contributio re paid to the MTA Plan in their respective years.

With regard to the pension benefits of former employees of Liberty Lines, Queens Surface, Green Bus
Lines, Jamaica Buses and Triboro Coach, the MTA Plan has been amended to provide benefits on
substantially the same terms and conditions as their prior plan pursuant to a “freeze, fresh start”
approach. Liberty’s plan includes both represented and non-represented employees, while Queens
Surface, Green Bus, Jamaica Bus and Triboro Coach Plans include only represented employees. Queens
Surface non-represented employees were not covered by a pension plan; these employees were eligible
to contribute to a qualified 401(k) plan. Pursuant to the freeze, fresh start approach, the prior plans
mentioned above were amended to vest all employees who became MTA Bus employees irrespective of
their years of service.
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Pursuant to the MTA Plan, MTA Bus employees receive service credit for their MTA Bus employment
for purposes of calculating their benefits, but for purposes of determining whether they qualify for a
benefit, both their service with their prior employer and MTA Bus service will count. Under freeze,
fresh start, there is no liability to the MTA Plan for the past service costs of MTA Bus employees or for
the prior plans’ retirees or vested members.

With regard to New York Bus (represented and non-represented employees), Command Bus
(represented and non-represented employees), Green Bus (non-represented employees), Jamaica (non-
represented employees) and Triboro Coach (non-represented employees), the assets and liabilities,
including past service costs of both retirees and vested members of their respective pension plans were
transferred to the MTA Plan. As stated above, the Transport Workers Union=— New York City Private
Bus Lines Pension Trust, which includes represented employees of thé former Queens Surface, Triboro
Coach, and Jamaica Bus lines, has not been merged into the MT of December 31, 2014.

The City of New York is liable for any unfunded pension liability.as of the'date of each plan’s merger
into the MTA Plan. K

Deferred Compensation Plans — MTA Bus employees are participants in a deferredicompensation
plan established in accordance with Internal Revefiue Code Section 401(k). Participation in the plan is
available to all nonunion and certain other employees. All of ‘eompensation &rred under the
plan, and all income attributable to such compensation, are
accordingly, this plan is not reflected in w accompanying Sta

the property of the participants;
ts of Net Position.

As permitted by Internal Revenue Code Section 4575, MTA Bus has established a trust or custodial
account to hold plan assets for the exclusive use of the icipants and their beneficiaries. Plan assets
and liabilities are not reflected on MTA Bus’s'State tion.

OTHER POST EMPL(&BENEFITS

The MTA has implémented GASB Statement No. 4§, Accounting and Financial Reporting for
Employers for Postempl t Benefits Other Than sions (“GASB 45”). This Statement establishes
the standards fi d’display of Other Postemployment Benefits

ities (assets), note disclosures, and, if applicable,
¢'RSI”) in the financial reports of state and local governmental

Postemployment benefits are part of an exchange of salaries and benefits for employee services
rendered. Most:'OPEB have been funded on a pay-as-you-go basis and have been reported in financial
statements whi promised benefits are paid. GASB 45 requires state and local government’s
financial reports tematic, accrual-basis measurement and recognition of OPEB cost
(expense) over a pe approximates employees’ years of service and provides information about
actuarial accrued liabilities associated with the OPEB and to what extent progress is being made in
funding the plan.

The MTA elected not to record the entire amount of the Unfunded Actuarial Accrued Liability
(“UAAL”) in the year ended December 31, 2014, and record the net annual OPEB obligation. The MTA
also elected not to fund the UAAL more rapidly than on a pay-as-you-go basis. The end of the year
liability equals the amount as of the beginning of the year plus interest at 4.0% less amortization amount
included in the Annual Required Contribution for the prior year less or plus assumption changes and
plan changes.
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Plan Description — The benefits provided by the MTA Group include medical, pharmacy, dental,
vision, and life insurance, plus monthly supplements for Medicare Part B or Medicare supplemental plan
reimbursements and welfare fund contributions. The different types of benefits provided vary by agency
and employee type (represented employees versus management). All benefits are provided upon
retirement as stated in the applicable pension plan, although some agencies provide benefits to some
members if terminated within 5 years of attaining retirement eligibility.

The MTA Group participates in the New York State Health Insurance Program (“NYSHIP”) to provide
medical and prescription drug benefits, including Medicare Part B reimbursements to many of its
members. NYSHIP provides a PPO plan and several HMO plans. Represented MTA Bus retirees do not
participate in NYSHIP. These benefits are provided either through a self<insured health plan, a fully
insured or an HMO.

GASB Statement No. 45 requires employers to perform periodi aluations to determine
annual accounting costs, and to keep a running tally of the extent to which'these amounts are over or
under funded. The valuation must be performed at least bi(ﬂy. The mostrecent biennial valuation
was performed for the year ended December 31, 2013, and was performed with'a valuation date of
January 1, 2012.

Since the MTA is a participating employer in NYSHIP, it does ea stand—alor&lancial report
regarding post-employment benefits. The NY SHIP financi rt can be obtained by writing to NYS
Department of Civil Service, Employee %neﬁts Division, A . Smith Office Building, 805 Swan

Street, Albany, NY 12239.

Annual OPEB Cost and Net OPEB Obligation — The:MTA’s ann
the accrued cost for postemployment benefits under
a net OPEB obligation (the “Net

annual OPEB cost and the ts paid during ayy
OPEB Obligation”), incl Statements o . The annual OPEB cost is equal to the

annual required contribution (“ARC?) less adjustments if a Net OPEB Obligation exists and plus the
interest on Net OPEB Obligations. The ARC is equ e normal cost plus an amortization of the
unfunded frozen actuaria ili

OPEB cost (expense) represents
mulative difference between the

use Frozen Initial Liability (the “FIL Cost Method”)
accordance with the parameters of GASB Statement No. 45.

Liability”), the pa
future years (the “F ervice Liability”’). Under the FIL Cost Method, an initial past service liability
is determined based on the Entry Age Normal (“EAN”’) Cost Method and is amortized separately. This
method determines the past service liability for each individual based on a level percent of pay. The
Future Service Liability is allocated based on the present value of future compensation for all members
combined to determine the Normal Cost. In future years, actuarial gains/losses will be incorporated into
the Future Service Liability and amortized through the Normal Cost.

Actuarial Methods and Assumptions — The Frozen Initial Liability (“FIL”) Cost Method is used for
determining the Normal Cost. The Entry Age Normal (“EAN"’) Cost Method is used to determine the
initial Frozen Accrued Liability as well as any subsequent changes in Accrued Liability due to changes
in the plan and/or actuarial assumptions. The initial Frozen Unfunded Accrued Liability was determined
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as of January 1, 2006 (2007 for MTA Bus Company), to be used in the financials for the 2007 fiscal
year. EAN will also be used to determine the unfunded actuarial accrued liability in the GASB 45
supplementary schedules. The EAN method determines the Accrued liability for each individual based
on a level percent of pay for service accrued through the valuation date.

The Frozen Unfunded Accrued Liability is determined each year as the Frozen Unfunded Accrued
Liability for the prior year, increased with interest, reduced by the end-of-year amortization payment and
increased or decreased by any new bases established for the current year.

The difference between the Actuarial Present Value of Benefits and the Frozen Unfunded Accrued
Liability equals the Present Value of Future Normal Cost. The Normal Costequals the Present Value of
Future Normal Cost divided by the present value of future compensation and multiplied by the total of
current compensation for members less than certain retirement ag

The ARC is equal to the sum of the Normal Cost and the amortization for the Frozen Unfunded Accrued
Liability with appropriate interest adjustments. Any differ etween the ARCiand actual plan
contributions from the prior year are considered an actuarial gain/loss and thus, are included in the
development of the Normal Cost. This methodolo%.‘iffers fro e approach used fon the'pension plan
where the difference between the ARC and actual®plan contributions.from the prior year, if any, will
increase or decrease the Frozen Unfunded Accrued Liabili reflected in future amortization
payments. A different approach was applied to the OPEB b s because these benefits are not
actuarially funded. ‘

other pertinent information is
collected and liabilities are measured. This date may no ore than 24 months prior to the beginning

Valuation Date — The valuation date is the date that,all participant y
012, which is 24 months prior to

of the fiscal year. The valuation date for this valuati
the beginning of the 2014

Inflation Rate — 2.5% per annum compounded annually.

n assets, assets of the employer should be used to
st likely result in a lower discount rate and thus, liabilities
refunded. In recognition of the decrease in short-term

Healthcare
costs due to the
March 23, 2010, a
March 30, 2010. Spe

m — The valuation reflects the actuary’s understanding of the impact in future health
ge of the Patient Protection and Affordable Care Act (P.L.111-148) signed on

by the Health Care and Education Reconciliation Act (H.R.4872) signed on
ly, the following assumptions have been modified:

e Reflected the potential excise tax beginning in 2018 separately for NYSHIP plans and self-insured
union plans of MTA Bus Company. The excise tax equals 40% of the amount of the premium in

excess of the threshold.

e Increased the dependent assumption for female members from 55% to 60% to reflect the fact that
dependent children are covered until age 26.

e Increased the assumed coverage period to 7 years for all non-NY SHIP members with a dependent
child.
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The impact of these changes had a significant impact on the liabilities developed in this valuation.
However, the actual impact on future health costs due to this legislation will depend on a number of
factors, including future regulations that are not yet known. An assessment of the potential range and
cost effect of such differences is beyond the scope of the 2013 valuation.

The OPEB-specific actuarial assumptions used in the twelve months ended December 31, 2014, OPEB
actuarial valuations are as follows:

Valuation date January 1, 2012
Actuarial cost method Frozen Initial liability
Discount rate 3.75%

Price inflation 2.5% per a
Amortization method Frozen Ini
Amortization period 15 ye
Period closed or open Close

, compounded annually
iability

Actuarial valuation involve estimates of the value of repoxedmounts and assumptions about the
probability of events far into the future, and that actudrially determined amounts are subject to continual
revision as actual results are compared to past ex estimates are made about the future.

tions and n

MTA Bus provides certain health care and life insurance b
recognizes the cost of providing these benefits by expensing im payments made to carriers on
behalf of the Transit Workers Union Local 100, (“TWU”) and the algamated Transit Union (“ATU”),
Local 1179 and Local 1181 retirees or beneficiari€s;and the annual‘insurarice premiums for retiree
benefits, which aggregated $19.6 million forithe year ended December 31, 2014, and $18.5 million for
“there were 3,088 and 2,750 retired

for retired employees. MTA Bus

self insured health and welfare plan was terminated
ealth care beneﬁts to its retlrees or

Per Capita €laim Costs — For members of NYSHIP and certain members who retired prior to
NYSHIP availability, unadjusted premiums were used. The medical and pharmacy benefits provided to
TWU Local 1 U 1056 and ATU 726 represented MTA Bus members are self-insured as well as
some Pre-NYSH embers. For these benefits, a per capita claims cost assumptions that vary
by age, gender and type was developed. The per capita costs assumptions reflect the change in
medical carriers effective January 1, 2011, and are based on preliminary medical claims information. An
assumption was made to “complete” the claims. Details on the per capita claim cost assumption as
shown below:

-31 -

Master Page # 316 of 476 - Audit Committee Meeting 4/29/2015



Per Capita Claim Cost Rates —

Age Age
Male EBCBS Female EBCBS
Employees Medical Pharmacy Employees Medical Pharmacy
30-34 481.70 141.22 30-34 633.31 158.70
35-39 697.73 243.03 35-39 812.97 242.67
4044 825.11 290.18 40-44 853.83 299.31
45-49 666.26 243.63 45-49 717.19 280.55
50-54 607.73 213.80 50-54 638.21 269.44
55-59 717.11 241.25 55-59 659.79 298.08
60-64 840.40 263.29 60-64 746.74 312.32
The Health Cost Guidelines was used to develop Per Capita Cl lativity factors that varied by

benefit, age and gender for retirees of the TWU Local 100, ocal 726, ATU Local 1056 unions
and MTA Bus Company. These were then combined to matc aggregate claim.experience provided
by MTA. Claims were increased by an incurred versus/paid claims adjustment of'2.7% for health
benefits and (0.3)% for pharmacy benefits. F inall}g administrative load was applie?,;ual to 5.8% for

Empire BCBS medical benefits, 3.8% for United Healthe ' enefits and 0.6
benefits.

for pharmacy

Medicare Part B Premiums — The Me‘are Part B premiu bursement was included in the 2008
premium for those members covered by NYSHIP: Medicare Part B reimbursements were assumed to
have an annual trend of 5.5%. These trends were combined with the adjusted Getzen model trend to
determine a single weighted trend assumption.\The wei was based on an estimated liability basis.

Medicare Part D PremmSB has issue
expected Retiree DrugdSubsidy S”’) paymen
the Actuarial Accrued Liability of \OPEB benefits
Furthermore, actual contributions made (equal to th

idy payments received. Accordingly, the 2012
be received by the MTA.

ctuaries-Getzen Model version 11.1 utilizing the baseline assumptions included in the
model, exceptreal GDP of 1.8% for medical and pharmacy benefits. Additional adjustments apply based
on percentag sts associated with administrative expenses, aging factors and potential excise taxes

NYSHIP trend is used for non-represented employees of MTA Bus. This trend also reflects dental and
vision benefits plus Medicare Part B reimbursements. The non-NYSHIP trend is applied directly for
represented employees of MTA Bus. The following lists the NYSHIP and non-NYSHIP trend
assumptions.
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Health Care Cost Trend Rates —

Fiscal Year Trend Fiscal Year Trend
2008 6.2 % 2027 55%
2009 6.6 2032 5.4
2010 6.7 2037 5.0
2011 6.2 2042 4.9
2012 5.8 2047 4.8
2017 5.7
2022 5.6

Participation —

For members that participate in NYSHIP, 100% of eligible me
surviving spouses, are assumed to elect the Empire PPOW

ing current retirees and
not participate in
election rates used

%Bus

Company

NYSHIP, various coverage election rates are used. The following table displa
for future union retirees in MTA Bus:

OPEB Participation By MTA Bus as of January 1, 2

Active members: ‘
Number 3,445
Average age e 46.5
Average service \ 11.7
Retirees: ‘
Single medical covzrmA 553
Employee/spouse coverage 818
Employee/child covi 31
No medical coverage 182
Total number 1,584
69.1
65
1,352
1,518
§ 2480
66
Average life insurance amount $ 5,000
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Dependent Coverage — For members that participate in NYSHIP, 100% of eligible members,
including current retirees and surviving spouses, are assumed to elect the Empire PPO Plan. For groups
that do not participate in NYSHIP, details on coverage election rates are as below:

Male Dependents Female Dependents
Medical Pharmacy Medical Pharmacy
30-34 255.72 74.97 30-34 350.22 87.76
35-39 301.98 105.18 35-39 382.82 114.27
40-44 359.62 126.47 40-44 426.70 149.58
45-49 407.91 149.16 45-49 465.67 182.16

50-54 479.38 168.64 518.28 218.81
55-59 575.69 193.67 567.95 256.58
60-64 749.46 234.80 688.17 287.82
Male Employees and Dependents emale Employees and Dependents
Medical Pharmacy Medical Pharmacy
65-69 263.37 645.03 A 263.50 562.83
70-74 328.38 682.48 3158 699.84
75-79 403.61 694.86 37% 728.76
80-84 465.11 700.46 421.54 744.07
85+ 536.79 686.‘ 485.62 733.11

Spouses are assumed to be the same age as the'employee/retiree. 85% of male and 60% of female
eligible members are assumed to elect family, coverage upon retirement. No children are assumed.
Actual family coverage elections for current retirees ent retiree’s only dependent is a

child, eligibility is assume additional 7 ye coverage if the member participates in
NYSHIP (otherwise, 5 .

Demographic Assamptions:

Ithy annuitant rates are projected on a generational

blue collar adjustme e used for management members of Headquarters.

Postretirement Disabled Lives— 75% of the rates from the RP-2000 Disabled Annuitant mortality table
for males and females. At age 85 and later for males and age 77 and later for females, the disability rates
are set to the male and female healthy rates, respectively.

Vestee Coverage — For members that participate in NYSHIP, Vestees (members who have terminated,
but not yet eligible to retire) are eligible for NYSHIP benefits provided by MTA Bus upon retirement,
but must maintain NYSHIP coverage at their own expense from termination to retirement. Vestees are
assumed to retire at first eligibility and would continue to maintain NYSHIP coverage based on the
following percentages. This assumption is based on the Development of Recommended Actuarial
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Assumptions for New York State/SUNY GASB 45 Valuation report provided to Participating
Employers of NYSHIP. These percentages were also applied to current vestees, which were only
provided by Headquarters.

Age at Percent
Termination Electing
<40 - %
40-43 5
44 20
45-46 30
47-48 S 40
49 50
50-51 80
52+ 100

The following table shows the elements of the MTA Bus’§an
actually paid, and changes in the MTA Bus’s net OPEB obligation to the plan forthe,years ended
December 31, 2014 and 2013. The portion of this jyp value allocated to tation year is
called the Normal Cost. Calculations are based on the provided undﬁ terms of the
substantive plan at the time of each valuation and on the sharing costs between the employer
and plan members to that point. Calculations reflect a long-t erspective.

1 OPEB cost fo& year, the amount

2014 2013
n millions) (In millions)

Annual required contribution $ 146.4 $ 1359
Interest on net OPEB obligati 18.3 14.6
Adjustment to annualirequi tribution (40.0) (31.9)
Annual OPEB 124.7 118.6
(19.6) (18.5)

105.1 100.1

obligation —'beginning of year 488.7 388.6

Estimated PEB obligation — end of year $ 593.8 $ 488.7

MTA Bus’s annua
OPEB obligation for

ost, the percentage of annual OPEB cost contributed, and the net estimated
ears ended December 31, 2014, 2013, and 2012 are as follows:

Estimated

Annual Percentage of Net OPEB

OPEB Cost Annual OPEB Obligation

Year Ended (In millions) Cost Paid (In millions)
12/31/2014 § 1247 15.8 % $§ 105.1
12/31/2013 118.7 15.6 100.1
12/31/2012 118.0 15.6 96.6
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Unfunded

Actuarial Actuarial
Actuarial Accrued Accrued Ratio of
Value Liability Liability Funded Covered UAAL to
of (AAL) (UAAL) Ratio Payroll Covered
Period Valuation Assets (b) (c)=(b)-(a) (a)l/(c) (d) Payroll
Ended Date (a) (In millions) (In millions) (In millions) (c)/(d)
12/31/14 1/1/2012  § - 934.1 934.1 0.00% 201.4 463.8 %

to the financial statements
ut whether the actuarial value
ial accrued liability for benefits.

The required schedule of funding progress immediately following the n
and the supplemental schedules presents multi-year trend informatio
of plan assets is increasing or decreasing over time relative to the

DUE TO NYCTA

NYCTA bills MTA Bus for the administration and paymegt of &alth and welfare elaims, for diesel fuel
delivered to MTA Bus depots and paid for by NYCTA on shared, contracts, for materials and supplies
issued from NYCTA storerooms, and for NYCT loyees that have been permane assigned to
MTA Bus. In addition, MTA Bus is charged for the cost'o verhead for oﬂng support
(mainly NYCTA Department of Buses) and for employees ed to MTA Bus to perform facilities
related maintenance, construction and re%ir work.

EXISTING CAPITAL FUNDING ARRANGEMENTS

MTA Bus capital projects included in the MTA 2000-, ogram and the MTA 2005-2009
Capital Program are being d from a combinati i cy loans and MTA Transportation
Revenue Bond proceeds.&gency loans consi .6 million loan to MTA Bus from MTA
New York City Transit and a $37.1 million interagency loan from MTA capital funds. MTA has agreed

teragency loans over a twelve-year period

ion’and the amount of Federal grants and The City
apital Program is $152 million, for an aggregate of

s unable to use the Federal grants and The City matching funds
ork City Transit to fund a portion of its capital program.
imburse MTA Bus for the debt service on an equal amount of
MTA Transpertation Revenue Bonds‘that were issued to finance MTA Bus capital projects that
otherwise would have been funded with the Federal grants and The City matching moneys if they were
available for s

In December 2007, A Board approved a funding agreement whereby, in 2014, MTA Bus
received $24.9 million in MRT-2 monies and subsequently used $12.6 million of these funds to repay a
portion of the $113.8 million intercompany capital pool loan. Pursuant to the agreement, MTA Bus will
make monthly payments to the MTA and NYCTA over an amortization period of 12 years. As of
December 31, 2014 and 2013, the outstanding principal balance of the intercompany capital pool loan
amounts to $44.1 million and $54.2 million, respectively.
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10. ESTIMATED LIABILITY ARISING FROM INJURIES TO PERSONS

11.

12.

MTA Bus establishes its liability for injuries to persons, excluding employees, on the basis of
independent actuarial estimates of future liability. A summary of activity in estimated liability arising
from injuries to persons and damage to third-party property, for the years ended December 31, 2014 and
2013, is as follows:

2014 2013

Balance — beginning of year $
Activity during the year:
Current year claims and changes in estimates
Claims paid

94,299,000 $ 96,482,000

221813 19,108,175
2,256,813) (21,291,175)

Balance — end of year 64,000 94,299,000

Less — current liability ‘ N\ (23,000,000) (15,000,000)

Noncurrent liability A ﬁ 79,299,000

d $70.4 million of non current liability

71,264,000

Not included in the amount is $10.0 million of current liab
related to employees. ‘

CONTINGENCIES

Neither the MTA nor its subsidiary, MTA Bus,\assu
pending litigation matters arising from or in conne eration of the former seven privately
franchised bus compani eir merger dates into MTA Bus. Beginning January 3, 2006, and on
each of the three mergér dates oceurting thereafter (Green Bus on January 9, 2006, Jamaica Bus on
January 30, 2006, and Triboro Coach on February 2006), MTA Bus assumed responsibility for all
liability claims arising frt ity bus routes. Legal counsel to MTA Bus believes
that there is no litigation or a’material effect on the financial position of MTA

ENVIRONMENTAL

MTA Bus implemented GASB Statement No. 49 in 2008. In accordance with GASB Statement No. 49,
a pollution remediation expense provision totaling $609,839 and a corresponding liability were recorded
on the Consoli Statements of Net Position and the Consolidated Statements of Revenues, Expenses
and Changes in sition, As of December 31, 2014 and 2013, the pollution remediation liability
totaled $14.5 millio 5.6 million, respectively, primarily consisting of future remediation
activities associated asbestos removal, lead abatement, ground water contamination, soil
contamination, and arsenic contamination at MTA Bus. MTA Bus does not anticipate any changes in the
near future that would have a material impact on the recorded obligations due to changes resulting from
price increase or reduction, technology, or changes in applicable laws or regulations. In addition, MTA
Bus does not expect any recoveries of cost that would have a material effect on the recorded obligations.

During 2005, environmental consultants, on behalf of the New York City Department of Design
performed on site investigation at the former Green, Jamaica and Triboro Coach Bus lines prior to their
merger into MTA Bus. As a result of the site investigations, these depots were found to require extensive
soil and groundwater remediation. The Transit Authority’s Capital Programs Management
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13.

Environmental Engineering Division estimated that the cost to remediate the contaminated sites would
total approximately $4.3 million. During 2006, the New York State Department of Environmental
Conservation issued stipulation and consent decrees requiring MTA Bus to commence soil and ground
water remediation at the College Point and Eastchester depots. The estimated cost for cleanup efforts at
these sites is approximately $2.0 million. Pursuant to the letter agreement between The City and the
MTA, remediation costs will be reimbursable by The City and, as such, a reserve for environmental
remediation was not recorded in MTA Bus’s financial statements. As stated in Note 2, The City has
funded the $6.3 million in estimated costs for potential environmental remediation. During 2011, The
City requested an update on proposed remediation projects and according funded an additional

$11.1 million. At December 31, 2014 the Environmental Remediation Reserve fund had a balance of
$8.9 million remaining for future Environmental projects.

RELATED PARTY TRANSACTIONS

MTA Bus and other affiliated MTA agencies receive suppotrt. from MTA in the form of budget, cash
management, finance, legal, real estate, treasury, risk and c managemenwg other services,
some of which are charged back. Funds for MTA Bus’sfcapital project expendituresiare also provided by
MTA. MTA Bus recognizes funds contributed by M for MTA\Bus’s capital projectexpenditures as

contributed capital.
Due from/to MTA and affiliated agencies consists of the fo g at December 31, 2014 and 2013 (in

thousands): ‘

2014 2013
(Payabl, Receivable (Payable)

MTA $56,794  $ 114,926
Affiliated agencies A 8,438 38,537
Total MTA and affiliatediagencics $ 131,195 $65232  $ 153.463

-38 -

Master Page # 323 of 476 - Audit Committee Meeting 4/29/2015



REQUIRED SUPPLE RMATION
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MTA BUS COMPANY
(Subsidiary of Metropolitan Transportation Authority)

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS — POSTEMPLOYMENT BENEFIT PLAN

YEARS ENDED DECEMBER 31, 2014 AND 2013

(In millions)
Actuarial
Accrual . (UAAL) As a
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) (AAL) E Covered of Covered
Year Valuation Assets Initial Entry (UAAL) atio Payroll Payroll
Ended Date (a) Age (b) (b-a) al/b) (c) ((b-a)/c)
12/31/2014 1/1/2012  $ - $ 934.1 $ 934’.1 0.0% $ x 463.8%
12/31/2013 1/1/2012 - 934.1 34.1 0.0% 2014 463.8%
12/31/2012 1/1/2010 - 823.8 23 0.0% 242.27 340.2%

%

A\ {V’
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First Mutual Transportation

Assurance Company

(Subsidiary of the Metropolitan Transportation
Authority)

Financial Statements as of and for the Y-
Ended December 31, 2014 and 2013, and
Independent Auditor’s Report
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INDEPENDENT AUDITOR’S REPORT

To the Members of the Board of
Metropolitan Transportation Authority:

Report on the Financial Statements

Metropolitan Transportation Authority (“MTA”), as of
statements of revenues, expenses, and changes in net
and the related notes to the financial statements, which co
statements as listed in the table of contents.

Management’s Responsibility for the

Management is responsible for the preparation
accordance with accounting principles generally
the design, implementation, and maintenance of internalécontrol'relevant to the preparatlon and fair

presentation of the financial ts that are free ffom material misstatement, whether due to fraud or
error.
Auditor’s Responsibili

ress an opinion on these financial statements based on our audits. We
dance with auditing standards generally accepted in the United States of

Vﬂd perform the audits to obtain reasonable assurance

from material misstatement.

dures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks ‘of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessmeénts, the auditor considers internal control relevant to the Company’s
preparation and fair prers[?crtion of the 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 Company’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 financial
statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the Company as of December 31, 2014 and 2013, and the respective changes in net position
and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters

ire that the Management’s
cial statements. Such
e Governmental Accounting
for placing the financial

Accounting principles generally accepted in the United States of America re
Discussion and Analysis on pages 3 through 6 be presented to supplemen
information, although not a part of the financial statements, is required

accepted in the United States of America, which consisted i about the methods
of preparing the information and comparing the informati

responses to our inquiries, the financial statements, a ur audits of
the financial statements. We do not express an opinion or

because the limited procedures do not provide us with suffici ence to express an opinion or
provide any assurance.

April 29,2015
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FIRST MUTUAL TRANSPORTATION ASSURANCE COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

1. OVERVIEW OF THE FINANCIAL STATEMENTS

Introduction—The following is a narrative overview and analysis of the finaneial activities of the First
Mutual Transportation Assurance Company (the “Company” or “F C”) for the years ended
December 31, 2014 and 2013. This discussion and analysis is in erve as an introduction to the
Management’s Discussion
and Analysis (“MD&A”), (2) Financial Statements and (3)4Notes i ial Statements.

w the Company’s
in management , significantly
ions, assumptions or conclusions

placement for, and must be read in

position has improved or deteriorated and identifi
affected the Company’s overall financial position. It may
by the Company’s management that should not be consid
conjunction with, the financial statements.

ide information about the

The Financial Statements Include—The Statements of Net Posit

nature and amounts of resources with present servMat F C presently controls (assets),
consumption of net assets by FMTAC that is applicab ure reporting period (deferred outflow of
to sacrifice resourcesthat FMTAC has little or no discretion to avoid
ssets by FMTAC that is applicable to a future reporting period

e difference between assets/deferred outflows of resources and
liabilities/deferred infl s being repo as net position.

resources), present obligatio
(liabilities), and acquisiti

rom an accounting perspective over the past year, and can be used
its costs.

The Notes to the Finanecial Statements—The notes to the financial statements provide additional
information that is es’tial for a full understanding of the information provided in the financial
statements.

2.  FINANCIAL REPORTING ENTITY

On December 5, 1997, the Metropolitan Transportation Authority (“MTA”) began its operation of its
newly incorporated captive insurance company, FMTAC. FMTAC was created by the MTA to engage
in the business of acting as a pure captive insurance company under Section 7005, Article 70 of the
Insurance Law and Section 1266 Subdivision 5 of the Public Authorities Law of the State of New York.
FMTAC’s mission is to continue, develop, and improve the insurance and risk management needs as
required by the MTA. The MTA is a component unit of the State of New York.

-3-
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CONDENSED FINANCIAL INFORMATION

The following sections will discuss the significant changes in the Company’s financial position for the
years ended December 31, 2014 and 2013. Additionally, examinations of major economic factors that
have contributed to these changes are provided. It should be noted that for purposes of the MD&A,
summaries of the financial statements and the various exhibits presented are extracted from the
Company’s financial statements, which are presented in accordance with accounting principles generally
accepted in the United States of America.

As of December 31, Increase/(Decrease)
(In thousands) 2014 2013 2012 2014-2013 2013-2012
ASSETS
CURRENT ASSETS $ 333,784 $ 310,145 $ ,720 $ 23,639 $ (29,575)
NONCURRENT ASSETS 994,131 1,022,861 T}27,308 730) (104,447)
TOTAL ASSETS $1,327,915 $ 1,366 $1,46 8 (5, $(134,022)
Significant Changes in Assets:
December 31, 2014 versus December 31, 2013
Total assets have decreased by $5,091 or 0.4 pexcentyfro ber 31, 2013 to December 31, 2014.

f FMTAC was the net effect of premium received from affiliates and
losses for Hurricane Irene. In 2014, FMTAC received its
ent from its reinsurance carriers.

The fluctuation in the tot

22012

022 or 9 percent, from December 31, 2012 to December 31, 2013.
TAC is due to a reduction in reinsurance recoverable losses for
n 2013, FMTAC received a portion of its Tropical Storm
reinsurance carriers.

As of December 31, Increase/(Decrease)
2013 2012 2014-2013 2013-2012

LIABILITIES AND

NET POSITION 7
CURRENT LIABILITIES $ 255,738 $ 255,169 $ 256,244 $ 569 $ (1,075
NONCURRENT LIABILITIES 905,649 942,804 1,034,902 (37,155) (92,098)
RESTRICTED NET POSITION 166,528 135,033 175,882 31,495 (40,849)
TOTAL LIABILITIES AND

NET POSITION $1,327,915 $1,333,006 $1,467,028 $ (5,091) $(134,022)

-4 -
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Significant Changes in Liabilities:

December 31, 2014 versus December 31, 2013

Total liabilities from December 31, 2013 to December 31, 2014 have decreased by $36,586 or 3 percent.
The decrease in liabilities is due to a reduction in unpaid losses for the Hurricane Irene property claim.
In 2014, FMTAC settled the Hurricane Irene property claim.

December 31, 2013 versus December 31, 2012

Total liabilities from December 31, 2012 to December 31, 2013 have
The decrease in liabilities is a net result of a decrease in unpaid loss
property claim due to partial claim settlement offset by an increa
Loss coverage.

reased by $93,173 or 7 percent.
r the Tropical Storm Sandy
ated loss reserves for Excess

Significant Changes in Net Position: .~

December 31, 2014 versus December 31, 2013 A

In 2014, the restricted net position increase of $31,495 is
and non-operating income of $16,443, less operating expen

d of*operating revénues of $100,149

December 31, 2013 versus December 31, 2

In 2013, the restricted net position decrease of $40,
and non-operating income of $2,845, less operating eXpen

operating revenues of $74,761
18,455.

Condensed Statemen Re s, Expenses and Changeﬁn Net Position

Increase/(Decrease)

(In thousands) 4 2013 2012 2013-2012  2013-2012

$100,149 § 74,761 $ 82,503 § 25388 § (7,742)

85,097 118,455 85,996 (33,358) 32,459
15,052 (43,694) (3,493) 58,746 (40,201)
16,443 2,845 20,041 13,598 (17,196)
CHANGE IN NET POSITION 31,495 (40,849) 16,548 72,344 (57,397)
RESTRICTED NET P:)ﬁON — Beginning of year 135,033 175,882 159,334 (40,849) 16,548
RESTRICTED NET POSITION — End of year $166,528  $135,033  $175,882  $ 31495  $(40,849)

Operating Revenues—The increase of $25,388 or 34 percent, over the 2013 operating revenues is due
to increased earned premium from the OCIP Liberty program and Excess Loss Policy compared to prior
years.

The decrease of $7,742 or 9 percent, over the 2012 operating revenues is due to reduced earned premium
on the OCIP Liberty program compared to prior years.

-5-
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Operating Expenses—Operating expenses between 2013 and 2014 decreased by 28 percent, or
$33,358. This decrease is attributable to the prior year increase in estimated reserves for Excess Loss
coverage due to the 2013 Metro-North Derailment.

Operating expenses between 2012 and 2013 increased by 38 percent, or $32,459. This increase is
primarily attributable to an increase in estimated loss reserves relating to the Excess Loss coverage.

Non-operating Income—Non-operating income between 2013 and 2014 increased by 478% percent, or
$13,598. This is a result of an increase in income from net unrealized gains on investments held by
FMTAC.

or $17,196. The decrease is a
1d by FMTAC.

Non-operating income between 2012 and 2013 decreased by 86 per
result of a reduction in income from net unrealized gains on inve

OVERALL FINANCIAL POSITION AND RESULTS OFE O
ECONOMIC CONDITIONS -

ND IMPORTANT

Results of Operations—Operating as a pure capt%insurance c ici tate of New
York requires that all business plans and changes to said plans beseviewed and approved by the New
York Insurance Department. As of December 31, 2014, al s administered by FMTAC have

been reviewed and approved.

As of December 31, 2014 and 2013, FM* received its annual serye certification. The actuary
determined that reserves recorded by FMTAC werWd no tments were deemed

necessary.

U.S. Insurance Market ustry’s financial performance through the first nine months of 2014
was impacted by incr e activity andireduced support from reserve releases, which offset
the effect of moderate i While the industry’s underwriting performance remained positive,
ower catastrophe losses and other activity.

southboun ro-North Railroad train derailed north of the Spuyten Duyvil station in the Bronx on the
Hudson Line, ting in four fatalities and more than 60 reported injuries. At this time, MTA Metro-
North Railroad ot predict the full extent of the claims associated with this accident. FMTAC writes
an all-agency excess liability policy for $50,000 per occurrence in excess of the MTA Metro-North
Railroad’s self-insured retention of $10,000 per occurrence. Metro-North has advised FMTAC that it has
reserved these claims‘at the per occurrence limit of $10,000. In 2014, FMTAC paid $10,000 in losses
relating to this claim. At December 31, 2014, FMTAC has a reserve of $40,000 in these financial
statements.

Terrorism Risk Insurance Act—ZEffective November 26, 2002, the Terrorism Risk Insurance Act
(“TRIA”) was signed in to law. Effective December 22, 2006, TRIA was extended through

December 31, 2007. On December 31, 2007, the U.S. Treasury Department issued Interim Guidance
Concerning the Terrorism Risk Insurance Program Reauthorization Act of 2007 (“TRIPRA”) which has
been extended through December 31, 2014. On January 12, 2015, TRIA was extended through
December 31, 2020. For additional information, please refer to the property section under Note 5.

-6-
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FIRST MUTUAL TRANSPORTATION ASSURANCE COMPANY

(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(In thousands)

ASSETS

CURRENT ASSETS:
Cash and cash equivalents (Note 3)
Investments (Note 4)
Funds held by reinsurer (Note 5)
Premiums receivable due from affiliates (Note 7)
Interest income receivable (Note 4)
Other assets

Total current assets

NONCURRENT ASSETS:
Investments (Note 4)
Reinsurance recoverable
Incentive reward receivable

Total noncurrent assets

TOTAL ASSETS

LIABILITIES AND NET PO

CURRENT LIABILITIES;
Unearned premiums
Ceded premium payable
Reinsurance recov.
Loss and loss

Loss and loss adjustme
Reinsurance recoverable ri
Owner Controlled Insurance

es (Note 6)
grams liability (Note 5)

Total noncurrent liabilities

Total liabilities
RESTRICTED NET POSITION

TOTAL LIABILITIES AND NET POSITION

See notes to financial statements.

serves—eurrent portion (Note'6)

-7-

2014

184,786
47,288
24,525

2013

$ 158,138
43,237
28,283
77,464

2,504

519

333,78 310,145
350,277 350,039
641,721 670,964
2,133 1,858
994,131 1,022,861
$1,327,915 $1,333,006
§ 126,754 § 123,803
23,919 23,991
1,638 1,638
98,837 102,538

189 -
3,524 2,339
877 860
255,738 255,169
247,809 251,879
640,083 669,326
17,757 21,599
905,649 942,804
1,161,387 1,197,973
166,528 135,033
$1,327,915 $1,333,006
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FIRST MUTUAL TRANSPORTATION ASSURANCE COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
OPERATING REVENUES:
Gross premiums written $174,767 $145,826
Premiums ceded (71,666) (83,053)
Change in unearned premiums 952 11,988
g p = )
Total operating revenues A 100, 74,761
OPERATING EXPENSES:
Loss and loss adjustment 72,067 106,395
Underwriting 4,233 3,570
General and administrative 8,797 8,490
Total operating expenses \ 85,097 118,455
OPERATING INCOME / (L y 4 15,052 (43,694)
NON-OPERATING INC
Net investment income 12,994 10,614
Net unrealized gai s) on investiments _ 3,449 (7,769)
Total non-operating 16,443 2,845
CHANGE POSITION 31,495 (40,849)
RESTRICTED N SITION-—-Beginning of year 135,033 175,882
RESTRICTED NET POS?N—End of year $166,528 $ 135,033
See notes to financial statements.
-8-
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FIRST MUTUAL TRANSPORTATION ASSURANCE COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013

CASH FLOWS FROM OPERATING ACTIVITIES:

Premiums and other receipts $ 105,645 $ 130,853

Other operating expenses (91,340) (79,659)

Net cash provided by operating activities ~ 5 51,194

CASH FLOWS FROM INVESTING ACTIVITIES: A

Purchases of investments (250,392 (241,832)

Sales and maturities of investments 249,552 201,276

Earnings on investments 13,183 10,444

Net cash provided (used in) by investit&tivit\ 12,343 (30,112)
NET INCREASE IN CASH p 26,648 21,082
CASH AND CASH EQUI EN eginning of year o 158,138 137,056
CASH AND CASH EQUI TS d of year $ 184,786 § 158,138
RAT

$ 15052 $ (43,694)

(36,586) (93,173)
35,839 188,061
Net cash providedyperating activities $ 14,305 $ 51,194

See notes to financial statements.

-9.-
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FIRST MUTUAL TRANSPORTATION ASSURANCE COMPANY
(Subsidiary of the Metropolitan Transportation Authority)

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

1. BASIS OF PRESENTATION

Reporting Entity—First Mutual Transportation Assurance Company
subsidiary of the Metropolitan Transportation Authority (“MTA”),
the State of New York (the “State”) as a pure captive insurance
commenced operations on that date. The Company was established to maximize the flexibility and

effectiveness of the MTA’s insurance program and is goverfied by:a Board of Directors consisting of
members of the MTA. The Company’s financial positionfand results of operatio e included in the
MTA’s Comprehensive Annual Financial Report. The/MTA is a component unit State and is

included in the State of New York’s Comprehensi nnual Finangial Report of the troller as a
public benefit corporation.

¢ “Company”), a wholly owned
incorporated under the laws of
n December 5, 1997, and

The New York captive insurance statute requires $250 mini
be maintained by a pure captive insurance company.

2. SUMMARY OF SIGNIFICANT ACCOUNTIN ICIES

Basis of Accounting—The accompanying financialétatements are prepared on the accrual basis of
accounting in accordanc unting principles generally accepted in the United States of America.

nimpaired paid-in-capital and surplus

FMTAC applies Gove nting Standards Board (“GASB”) Codification of Governmental
Accounting and Financia i tandards (“G Codification”) Section P80, Proprietary

FMTA evaluating the impact of GASB Statement No. 70, Accounting

i inancial Guarantees, which requires a state or local

ange financial guarantee to another organization or

ts financial statements when it is more likely than not that the
guarantor required to make a payment to the obligation holders under the agreement. GASB
Statement No. 0 requires a government guarantor to consider qualitative factors when determining
if a payment on its guarantee is more likely than not to be required. Such factors may include whether
the issuer of the guarante€d obligation is experiencing significant financial difficulty or initiating the
process of entering ir?ankmptcy or financial reorganization. GASB Statement No.70 further requires
an issuer government‘that is required to repay a guarantor for guarantee payments made to continue to
report a liability unless legally released. When a government is released, the government would
recognize revenue as a result of being relieved of the obligation. This Statement also requires a
government guarantor or issuer to disclose information about the amounts and nature of nonexchange
financial guarantees. FMTAC has determined that GASB Statement No. 70 had no impact on its
financial position, results of operations, and cash flows.

FMTAC has not completed the process of evaluating the impact of GASB Statement No. 72, Fair Value

Measurement and Application. The objective of GASB Statement No. 72 is to improve financial
reporting by clarifying the definition of fair value for financial reporting purposes, establishing general

-10 -
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principles for measuring fair value, providing additional fair value application guidance, and enhancing
disclosures about fair value measurements. These improvements are based in part on the concepts and
definitions established in Concepts Statement No. 6, Measurement of Elements of Financial Satements,
and other relevant literature. The provisions in GASB Statement No. 72 are effective for fiscal years
beginning after June 15, 2015.

Use of Management’s Estimates—The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements, anddhe reported amounts of
revenues and expenses during the reporting period. Actual results could'differ'significantly from those
estimates.

Cash and Cash Equivalents—includes highly liquid investm
approximates fair value.

amount at which a financial instrument could be e nged inac
parties, other than in a forced or liquidation sale. All investment i
value of investments, is reported as revenue (as either net
investments) on the statement of revenues, expenses and cha

ent income or unrealized gain (loss) on
in net position.

Net Position—Net position is restricted for payment of insurance

Operating Revenues—
Premiums—Earned pre etermined ovef the term of)heir related policies, which approximates
one year, or for certai olled Insurance Programs (“OCIP”), as a percent of completed
construction costs. Al earned premium liability is established for the portion of

premiums written appli expired perio olicies in force or uncompleted construction
taxes in accordance with its relationship with

oss and loss adjustment expenses are established for amounts
estimated le incurred losses on individual cases and estimates for losses incurred but not reported.
Loss and loss a ent expenses are based on loss estimates for individual claims and actuarial
estimates and, therefore, the ultimate liabilities may vary from such estimates. Any adjustments to these
estimates, which coul significant, will be reflected in income in the period in which the estimates are
changed or paymentsare made.

Non-Operating Revenues and Expenses—Investment income and unrealized gain (loss) on
investments account for FMTAC’s non-operating revenues and expenses.

Income Taxes—The Company is not subject to income taxes arising on profits since it is a wholly
owned subsidiary of the MTA. The MTA and its subsidiaries are exempt from income taxes.

-11 -
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3. CASH AND CASH EQUIVALENTS

At December 31, 2014 and 2013, cash and cash equivalents consisted of (in thousands):

2014 2013
Carrying Bank Carrying Bank
Amount Balance Amount Balance
Insured deposits $ 175 $ 250 $ 250 $ 250
Loss escrows 4,608 4,608 4,608 4,608
Funds for security trust 103,635 95,187 95,187
Funds held with reinsurer 2,375 2,375 2,375
Uninsured deposits 73,993 55,718 55,718
$ 184,786 $158,138
The Company is required to set aside funds in escﬂvaccounts that are used to set in1s on behalf of
the Company. The account balances of the loss esCrow-ar rs ended

December 31, 2014 and 2013, respectively.
All other funds are invested by the Com‘as described in

4. INVESTMENTS

The market value and cost basis of investments consisx&mving at December 31, 2014 and 2013
(in thousands):
4
2014 2013
Mar Cost Market Cost
i $2864107

aim payments $274,493 $282,182 $273,360

85,579 84,293 80,249 79,626
25,879 25,847 30,845 30,806
$397,565 $384,633 $393,276 $383,792
All investm e registered and held by the Company or its agent in the Company’s name.

The Company makes fundsfavailable to claims processors to allow for adequate funding for submitted
claims. The funds, in bove table, are invested primarily in fixed income investments such as U.S.
Government Bonds. Mwestments outlined above are restricted per the Statement of Net Position and
are to be used to pay claims or pay administration expenses of the Company or as collateral for letter of
credit obligations.

All funds of the Company not held as cash and cash equivalents are invested by the Company in
accordance with the Company’s investment guidelines. Investments may be further limited by individual
security trust agreements. The Company’s investment policies comply with the New York State
Comptroller’s guidelines for such policies. Those policies permit investments in fixed income securities
that are investment grade or higher and the policy also allows for the investment in equities.

-12 -
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Investments maturing and expected to be utilized within the year of December 31 have been classified as
current assets in the financial statements.

All investments are recorded on the statements of net position at fair value and all investment income,
including changes in the fair value of investments, is reported as revenue/(expense) on the Statements of
Revenues, Expenses and Changes in Net Position. Fair values have been determined using quoted
market values at December 31, 2014 and 2013.

The fair value of the above investments consists of $286,107 and $282,182 in 2014 and 2013 in
investments restricted for claim payments, respectively; $85,579 and $80,249 in 2014 and 2013 in
security trust funds, respectively; and $25,879 and $30,845 for letter ofieredit'ebligations in 2014 and
2013, respectively. The yield to maturity rate on the above investm was 3.75% for the year ended
December 31, 2014, and 3.69% for the year ended December 31 change in net unrealized
gain (loss) on investments for the years ended December 31, 2 pwas a $3,449 gain and a
$7,769 (loss), respectively.

N
Interest Rate Risk—Interest rate risk is the risk that ¢ghanges in interest rates wi ersely affect the
fair value of the investment. Duration is a measur%nterest rate'risk. The greater tion of a

bond or portfolio of bonds, the greater its price volatility will be i onse to a change in interest rate

risk and vice versa. Duration is an indicator of bond price 1vity to 100 basis point change in
interest rates.

2014
Fair Value Duration

(In thousands)
Investment Type

Treasury (1) $ 70,912 4.62
Agency (2) ) 4 40,273 4.20
Asset backed securi 24,974 0.99
Commercial moyt rities 61,993 1.64
Foreign bonds 20,562 0.00

Corporate bonds 161,561 2.46

380,275 3.75

19,604

interest (2,314)

$397,565
Including but not W:d to:

(1) U.S. Treasury Notes

(2) Fannie Mae, Freddie Mac, Federal Home Loan Bank, Federal Home Loan

Mortgage Corporation
(3) Exchange Traded Funds

-13 -
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(In thousands) 2013

Investment Type Fair Value Duration

Treasury (1) $ 73,330 4.94

Agency (2) 29,113 3.89

Asset backed securities 21,230 0.27

Commercial mortgage backed securities 71,028 1.87

Foreign bonds 19,887 0.86

Corporate bonds 162,972 2.38
Total . 377,560 3.69

Equities (3) 18,220

Less accrued interest (2,504)

Total investments A 393,276

Including but not limited to: A

(1) U.S. Treasury Notes

(2) Fannie Mae, Freddie Mac, Federal Home Loan Ba
Mortgage Corporation
(3) Exchange Traded Funds

Credit Risk—At December 31, 2014, the follo
nationally recognized rating organization (in thousa

as been assigned by a

’ Percentage of
Fixed Income
Quality Rating Fair Value Portfolio
AAA $119,864 31.5%
AA 34,000 8.9
100,340 26.4
54,641 14.4
218 0.1
309,063 81.3
S. 71,212 18.7
Total fixed income!curities 380,275 100.0 %
Equities 19,604
Less accrued interest (2,314)
Total investments $397,565

-14 -
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Credit Risk—At December 31, 2013, the following credit quality rating has been assigned by a
nationally recognized rating organization (in thousands):

Percentage of
Fixed Income

Quality Rating Fair Value Portfolio
AAA $115,439 30.6 %
AA 38,605 10.2
A 97,924 259
BBB 49,195 13.0
Not rated 243 0.1
Credit risk debt securities 301,406 79.8
U.S. Government bonds R, 76,154 20.2

Total fixed income securities 100.0 %

Equities
Less accrued interest

Total investments

INSURANCE PROGRAMS

Property and Terroris
agency property insur

below. The total programis $600 covering property of the related entities
is rei in the domestic, Asian, London, European and Bermuda marketplaces

ed $25,000 per occurrence self-insured retention, MTA self-insures All Risk
coverage (excluding Earthiquake, Flood, and Wind) above that retention for $362,300 within the overall
$600,000 property pirm, as follows: $32,980 (or 32.98%) of the $100,000 layer excess of the
primary $150,000 layer, plus $229,330 (or 91.7%) of the $250,000 layer excess of $250,000, plus
$100,000 (or 100%) of $100,000 excess of $500,000. FMTAC is 100% reinsured for the perils of
Earthquake, Flood, and Wind for the $600,000 per occurrence and in the annual aggregate property
program.

Supplementing the $600,000 per occurrence coverage noted above, FMTAC’s property insurance
program has been expanded to include a further layer of $200,000 of fully collateralized storm surge
coverage for losses from storm surges that surpass specified trigger levels in the New York Harbor or
Long Island Sound and are associated with named storms that occur at any point in the three year period
from July 31, 2013 to July 30, 2016. The expanded protection is reinsured by MetroCat Re Ltd., a

-15 -
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Bermuda special purpose insurer independent from MTA and formed to provide FMTAC with capital
markets-based property reinsurance. The MetroCat Re Ltd. reinsurance policy is fully collateralized by
a Regulation 114 trust invested in U.S. Treasury Money Market Funds. The additional coverage
provided by Metrocat Re Ltd., is available for storm surge losses only after amounts available under the
$600,000 in general property reinsurance are exhausted.

With respect to acts of terrorism, FMTAC provides direct coverage that is reinsured by the United States
Government for 85% of “certified” losses, as covered by the Terrorism Risk Insurance Act (“TRIA”) of
2007 (originally introduced in 2002). Under the 2007 extension, terrorism acts sponsored by both
foreign and domestic organizations are covered. The remaining 15% of MTA Group losses arising from
an act of terrorism would be covered under the additional terrorism policy deseribed below.
Additionally, no federal compensation will be paid unless the aggr industry insured losses exceed
$100,000 (“trigger”). The United States government’s reinsuran C was extended for six
years.

$161,250 for any one occurrence and in the annual aggreg
deductible (per occurrence and on an aggregated basis) that
“certified” acts of terrorism insurance or 00% of any “cert1
$5,000 and less than the $100 TRIPRA trigger —=up to a maximu of $100,000 for any
occurrence and in the annual aggregate. This covelmzt mi ton May 1, 2015. Recovery
under this policy is subject to a retention of $25,000 p nce and $75,000 in the annual aggregate

— in the event of multiple losses during the policy year. Should the MTA Group’s retention in any one
year exceed $75,000 fut in that policy year are subjegt to a retention of $7,500.

the TRIPRA FMTAC captive
s when recovering under the 15%

tober 31, 200
on both a retrospective an e basis The e

the Company assumed the existing ELF program
pective portion contains the same insurance

2003. The coverage limit will remain $50,000 per occurrence or the
less. On a prospective basis, effective October 31, 2003, the

secure any s assumed from the ELF, as well as to capitalize the prospective programs and insure
current and fu laims. FMTAC charges appropriate annual premiums based on loss experience and
exposure analysisto maintain the fiscal viability of the program. Effective October 31, 2014, FMTAC
also provides an All-Agency Excess Liability Policy to the MTA and its subsidiaries and affiliates with
the limits: 1) $25,000§%) of $100,000 excess $100,000 and ii) $200,000 excess $200,000. The limits
are fully reinsured in ‘the domestic, London, European and Bermuda marketplaces. The limits also
exclude claims arising from acts of terrorism.

Stations and Force Liability—Effective December 15, 2014, the Company renewed its direct insurance
for the first $10,000 per occurrence losses for Long Island Rail Road Company and Metro-North
Commuter Railroad Company with no aggregate stop loss protection.

All Agency Protective Liability—The Company issued a policy to cover MTA’s All Agency Protective

Liability Program (“AAPL”), which is designed to protect the MTA and its agencies against the
potential liability arising from independent contractors working on capital and noncapital projects.
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Effective June 1, 2014, the net retention to the Company is $2,000. The Company also issued a policy
for $8,000 excess of $2,000 per occurrence with a $16,000 annual aggregate.

Paratransit—On March 1, 2014, the MTA renewed its one-year auto liability policy with Travelers
(Discover Re). Effective March 1, 2014, the Company renewed, with the MTA, a deductible
reimbursement policy for the auto liability on the NYCT Paratransit operations. The Company is
responsible for the first $1,000 per occurrence of every claim, excluding Allocated Loss Adjusted
Expenses (“ALAE”), covered by the MTA/Travelers policy. Under a separate reinsurance agreement
with Travelers, effective March 1, 2014, the Company assumed 100% of the Allocated Loss Adjusted
Expenses.

e MTA, a deductible

¢ Company is responsible for
sted Expenses (“ALAE”).
the Company assumed

Non-Revenue—Effective March 1, 2014, the Company renewed,
reimbursement policy for the auto liability of MTA’s non-reven
the first $500 per occurrence of every claim, excluding Alloca
Under a separate reinsurance agreement with Travelers, effective
100% of the Allocated Loss Adjusted Expenses. =

Owner-Controlled Insurance Programs—The M nce Programs
(“OCIP”) under which coverage is provided on a group basi j
provides the collateral required by the OCIP insurers to ¢
records in the OCIP liability account the amount of principa
interest earned is not recognized in the st ents of operations.
Incentive Award Payable as the Company may have to make pay ntractors with favorable loss
experience.

uctible amounts. The Company
by the MTA to the program. The

OCIP liability consists of the following at December31, 2014 and2013 (in thousands):

L 4
2014 2013

NYCT structuré$ ling k $ 532§ 532

LIRR/MNCR 2000-2004 Capital Improvement Program (2,092) (2,078)
line structures/shops,

i ements Program 1,111 1,400
(683) (658)

(317) 288

19,206 22,115

$17,757 $21,599

OCIPs Covering 20 004 Capital Program—The Company entered into three agreements with AIG
covering portions of the 2000-2004 MTA Capital Program effective October 1, 2000: (1) LIRR/MNCR
2000-2004 capital improvement program; (2) NYCT 2000-2004 lines structures/shops, yards and depots
capital improvement program; and (3) NYCT 2000-2004 stations and escalators/elevators capital
improvement program. The combined collateral requirements are $86,094, which consist of $10,385 for
the LIRR/MNCR OCIP, $52,709 for the NYCT 2000-2004 lines structures/shops, yards and depots
capital improvement program and $23,000 for the NYCT 2000-2004 stations and escalators/elevators
capital improvement program. The collateral posted by the Company to secure its reimbursement of the
insurer’s payments is invested by the insurer with interest returning to the Company at a guaranteed
annual rate of return. The Company earned $4 and $8 during the years ended December 31, 2014 and
2013, respectively. The interest earned will be used to make the Contractor Safety Incentive program
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payments to contractors with favorable loss experience. Any monies not used to pay losses or utilized
for the Contractor Safety Incentive Program will be returned to the agencies at the end of the OCIPs. As
part of the initial agreement and as amended in 2005, the Company was required to make additional
contributions of $2,368 to the LIRR/MNR capital improvement program. In 2014 and 2013,
respectively, the Company made claims payments totaling $327 and $1,600.

OCIP-LIRR/MNCR 2005-2009 Capital Improvement Projects—Effective June 1, 2006, the
Company entered into a new OCIP insurance program for LIRR/MNCR for capital projects in the
2005-2009 MTA Capital Program. The Company collected $2,192 in funding beginning in 2006 and, as
of December 31, 2014, additional funding totaling $8,178. The Companyhade claim payments totaling
$2,205 and $1,822 during 2014 and 2013, respectively. Like the other programs, the interest income
generated from the funds being held will be used to pay Contractor ty Incentive program payments.
The Company has earned $0 and $3 in interest income during th ed December 31, 2014 and
2013, respectively.

covering Workers” Compensation and General Liability:for the
subsidiaries up to $500,000. This OCIP, like the others, requi
losses related to workers” injuries. In 2014 and 2013, $20, $23,175 has been set aside to cover
this exposure. During 2014 and 2013, the Company earned d $97 in interest with $4,599 and

$2,546 in loss payments on this OCIP. Ae‘erest generated wi sed to pay for additional loss

control services and a contractor incentive progra
The activity of all funds held by the OCIP reinsurrthe following for 2014 and 2013 (in
thousands):
&
2014 2013
Funds held by GCIP in8cers—beginning of yeary $28,283  $30,435
Interest income 84 108
(7,131) (5,968)
3,289 3,708

$24,525 $28,283

insurer, to insure thitd party/contractors and the MTA and all its subsidiaries up to $300,000 for
Workers’ Compensationand General Liability. The insurer required the Company to hold the collateral
and loss funding for ‘ﬁ’ﬁrst $500 per occurrence.

NYCT 2005-2009 Capital Improvements Projects—Effective August 1, 2006, the Company entered
into a multi-year agreement with Liberty Mutual whereby the Company will hold the collateral and loss
funding for the first $500 per occurrence resulting from Workers’ Compensation and General Liability
losses during the NYCTA’s 2005-2009 Capital Improvement Projects.

MTA 2012-2014 Combined Capital Construction Program—Effective October 1, 2012, the

Company entered into a multi-year agreement with ACE American Insurance Company whereby the
Company will hold the collateral and loss funding for the first $750 per occurrence resulting from
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Workers” Compensation and the first $1,500 from General Liability losses during the MTA 2012-2014
Combined Capital Construction Program.

Builder’s Risk—Effective October 1, 2001, the Company renegotiated the terms and conditions of the
reinsurance coverage it purchased from Zurich for the Builder’s Risk Insurance Program (“BR”)
provided to cover the following 2000-2004 capital program OCIPs:

1. Long Island Rail Road/Metro-North Commuter Railroad Capital Improvement Program;
2. NYCT’s Lines Structures/Shops, Yards & Depots Capital Improvement Program, and
3. NYCT’s Stations & Elevators Capital Improvement Program

The Company’s policy and reinsurance agreements provide the capi rojects listed above with limits
of $50,000 in the aggregate. In consideration of $950 in net retai ium, the Company issues a
deductible reimbursement policy with limits of $75 excess of ndeductible.

Similar to the above BR program, effective July 31, 20065 the Company entere 0 a new BR program
for the following 2005-2009 capital program OCIPs:

1. Long Island Rail Road/Metro-North Commuter Railr i ram and
2. NYCT’s 2005-2009 Capital Improvement Program

The Company’s policy and reinsurance a ents from Zuric
with limits of $50,000 in the aggregate. In‘consideration of $7,50
Company issues a deductible reimbursement p 011(Wf $

deductible.

vide the capital projects listed above
t retained premium, the
cess of $25 contractor

roval to expand its Bullder Risk Insurance Program to directly
roperty claims while Varlous capital improvement projects are
ver selected capital improvement projects and was bound June 1,
2005, with limits of $3 urrence subjec e $100,000 self-insured retention. In
cons1derat10n of a ceded premium of $125750, the Company purchased reinsurance for the East Side
urich limiting its exposure to the $100,000 per occurence self-insured retention. In
50,000 for an additional premium of $5,053. In 2014, this

for an additional ceded premium of $18,106. The Company
Avenue Subway Project. In consideration of ceded premium
up to $500,000 excess of $50,000 was purchased from Zurich.
urchased by the Company will include an aggregate stop loss provision, whereby the
Company wi it its total liability to $125,000 in the aggregate.

In 2005, the Company re

Similar to the above BR pfograms, effective November 1, 2012, the Company entered into a new BR
program for various 2012-2014 combined capital program OCIPs. The Company issues a BR
policy, to the MTA, with limits of $50,000 per occurrence with a $25 contractor deductible. The
Company also purchased reinsurance from ACE with limits of $50,000 per occurrence with at $250
deductible.
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6. LOSS AND LOSS ADJUSTMENT EXPENSES AND REINSURANCE

The following schedule presents changes in the loss and loss adjustment expense liabilities during 2014
and 2013 (in thousands):

2014 2013
Loss and loss adjustment expenses—beginning of year $1,025,381 $1,123,941
Loss reinsurance recoverable on unpaid losses and loss expenses (669,326) (810,615)
Net balance—beginning of year 356,055 313,326
Loss and loss adjustment expenses 72,067 106,395
Payments attributable to insured events of the current year (79,838) (63,666)
N
Net balance—end of year 348, 356,055
Plus reinsurance recoverable on unpaid losses Adoss pens 640,083 669,326
Loss and loss adjustment expenses—end of year 988,367 1,025,381
Less current portion ‘ 100,475 104,176
Long-term liability \ _¢ 5 887,892 $ 921,205
7. RELATED PARTY T 7
erage for the and its component and subsidiary units. The

ing the period and receivable for the years ended

2014 2013

Receivable Earned Receivable Earned

$ 10,753 $ 11,032 § 8,309 $ 9,179
6,271 8,243 6,233 7,694
57,823 80,874 62,922 57,888

$ 74,847 $ 100,149 $77,464 §$74,761

For the years ended December 31, 2014 and 2013, respectively, the MTA charged $8,241 and $7,590,
respectively, to FMTAC for risk management services provided to the Company of which $3,524 and
$2,339 remain as a liability at December 31, 2014 and 2013, respectively.

8. TROPICAL STORM SANDY
On October 29, 2012, Tropical Storm Sandy made landfall just south of Atlantic City, New Jersey, as a

post-tropical cyclone. The accompanying storm surge and high winds caused widespread damage to the
physical transportation assets operated by MTA and its related groups. MTA expects to recoup most of

-20 -

Master Page # 347 of 476 - Audit Committee Meeting 4/29/2015



10.

the costs associated with repair or replacement of assets damaged by the storm over the next several
years from a combination of insurance and federal government assistance programs.

The Disaster Relief Appropriations Act (“Sandy Relief Act”) passed in late January 2013, appropriated a
total of $10.9 billion in Public Transportation Emergency Relief Program funding to the Federal Transit
Administration (“FTA”) to assist affected public transportation facilities in connection with
infrastructure repairs, debris removal, emergency protection measures, costs to restore service and
hardening costs. The Sandy Relief Act also provided substantial funding for existing disaster relief
programs of the Federal Emergency Management Agency (“FEMA”).

FMTAC directly insures property damage claims of the physical trans
and its related groups in excess of a self-insured retention limit (S
subject to annual $75,000 aggregate, as well as certain exceptio
limit is $1,075,000 per occurrence covering property of the rel ollectively, including

various sub limits and with the exceptions of the limits summarized below. EMTAC is 100% reinsured
in the domestic, Asian, London, European and Bermudadanarketplaces for this'e

rtation.assets operated by MTA
of $25,000 per occurrence,
ized below. The total program

In addition to the noted $25,000 per occurrence seﬂlsured retention, MTA self-in ove that
retention for an additional $25,880 within the overall $1,075,000 ccurrence prop program, as
follows: $1,590 (or 1.06%) of the primary $150,000 layer, ,500 (or 3%) of the primary
$250,000—layer, plus $8,000 (or 4%) of the $200,000 in ex f $150,000 layer plus $5,640 (or
2.82%) of the $200,000 in excess of $25 layer and $3,15 .7%) of the $450,000 in excess of
$350,000 layer.

The property insurance policy provided replacemeMge for all risks of direct physical loss or

damage to all real and personal property, with minorfexceptions. The policy also provided extra expense
and business interruptio )

As FMTAC was 100% rei sure, FMTAC’s ultimate liability for this property
surers. At December 31, 2014 and 2013,

and more than 60'reported injuries. At this time, MTA Metro-North Railroad cannot predict the full
extent of the claims asseciated with this accident. FMTAC writes an all-agency excess liability policy
for $50,000 per occurrence in excess of the MTA Metro-North Railroad’s self-insured retention of
$10,000 per occurrence. Metro-North has advised FMTAC that it has reserved these claims at the per
occurrence limit of $10,000. In 2014, FMTAC paid $10,000 in losses relating to this claim. At
December 31, 2014, FMTAC has a reserve of $40,000 in these financial statements.

SUBSEQUENT EVENT
MTA Metro-North Railroad 2015 Grade Crossing Incident

On February 3, 2015, a MTA Metro-North Railroad Harlem Line train struck an automobile in a
highway-rail grade crossing between the Valhalla and Hawthorne stations. The driver of the automobile
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and five passengers on the train were killed. Approximately fifteen passengers, and the train engineer,
were injured. The National Transportation Safety Board (NTSB) is conducting an investigation into the
contributing causes of the accident and has issued a Preliminary Report. Management believes that
there is no indication from the NTSB’s preliminary findings that MTA Metro-North Railroad was at
fault in connection with this incident.

% ok sk ok sk %
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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.\po
Authority (the “Authority”), a public benefit corporation whic
of the Metropolitan Transportation Authority (“MTA”), as
consolidated statements of revenues, expenses, and cha net position and consolidated eash flows for
the years then ended, and the related notes to the consolidat i ements, which collectively
comprise the Authority’s consolidated financial statements, as listed.in the table of contents.

York City Transit
nancial reporting group
ecember 31, 2014 and 2013, and the related

Management’s Responsibility for the Consolw inancial Statements

solidated financial statements
ates of America; this includes the
e preparation and fair presentation
statement, whether due to fraud or

Management is responsible for the preparation and fair presentation of the
in accordance with accounting principles generally\accepted in the United
design, implementation, and maintenance of internal control rel
of the consolidated financial s that are free material
error.

Auditors Responsibility

L

conducted ougfaudits in diting standards generally accepted in the United States of
Americ?ose standards re
whethewthe consolidated finan
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financia e procedures selected depend on the auditor’s judgment, including the
assessment of the risk 1sstatement of the consolidated financial statements, whether due to fraud
or error. In making thos essments, the auditor considers internal control relevant to the Authority’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the ¢ircumstances, but not for the purposes of expressing an opinion on the
effectiveness of the Authority’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.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated net position of the Authority as of December 31, 2014 and 2013, 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 a Matter

As discussed in the notes to the consolidated financial statements, the Aut
corporation that requires significant subsidies from and has material tr
New York and the State of New York. Our opinion is not modified

ity is a public benefit
s with the MTA, The City of
this matter.

Other Matters

Accounting principles generally accepted in the United
Discussion and Analysis on pages 3 through 14, the Sched unding Progress for the MaBSTOA Pension
Plan on page 61 and the Schedule of Funding Progress for the York City Transit Postemployment
Benefit Plan on page 62 be presented to supplement the consolidated financial statements. Such information,
although not a part of the consolidated ﬁnanci‘atements, is required by the Governmental Accounting
Standards Board who considers it to be an esse of financial reporting for placing the consolidated
financial statements in an appropriate operational, economiie, or historical
limited procedures to the required supplementary information in cordanm auditing standards generally
accepted in the United States of America, which consisted®f in anagement about the methods of
preparing the information and M‘he informa’ for consistency with management’s responses to our
inquiries, the consolidated financia knowledge we obtained during our audits of the
consolidated financial statéments. We do not express an opinion or provide any assurance on the information
because the limited procedur not provide us with sufficiént evidence to express an opinion or provide
any assurance.

April 2%@ S \

of Amefica require that the Management’s

t. We have applied certain
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NEW YORK CITY TRANSIT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

1. OVERVIEW OF THE CONSOLIDATED FINANCIAL STATEMENTS
I ntroduction to the Annual Report:
This annual report consists of three parts: Management’s Discussion and Analysis, Consolidated

Financial Statements and Notes to the Consolidated Financial Statements equired Supplementary
Information.

Management’s Discussion and Analysis:

The following is a narrative overview and analysis of the ﬁ
ended December 31, 2014 and 2013. This management ssion and analysis (MD&A) is intended to
serve as an 1ntroduct10n to the Authority’s basic consolidated financial statements. It prevides an
assessment of how the Authority’s position has im deteriorated and identifies the factors that, in
management’s view, significantly affected the Authority rall ial position. [¢¥may contain
opinions, assumptions or conclusions by the Authority’s managément that should not be considered a
replacement for, and must be read in conjunction with, the consolidated financial statements described
below.

The Consolidated Financial Statements | nclude: ,’

The Consolidated Statement et Position proyi informwut the nature and amounts of
resources with present ser&y that New York City Transit Authority (the Authority) presently
controls (assets), consumption of net assets by the Authority that is applicable to a future reporting period
(deferred outﬂow of resources) present obhgatrons to sacrifice resources that the Authorrty has little or

sy with the difference between assets/deferred
s of resources being reported as net position.

Th?nsolidated Statem penses and Changes in Net Position show how the
Authority’s\net position cha
expenses, measures the financial results of the Authority’s operations over the past year and can be used

to determine how,the Authority has funded its costs.

The Consolidated
payments and net cha
financing and investin

The Notes to the Consolidated Financial Statements:

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

-3-
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Required Supplementation | nformation:

The Required Supplementary Information provides information concerning the Authority’s progress in
funding its obligation to provide pension benefits and other postemployment benefits to its employees.

FINANCIAL REPORTING ENTITY

The New York City Transit Authority and its subsidiary, Manhattan and Bronx Surface Transit Operating
Authority (MaBSTOA) (collectively, the Authority) are public benefit corporations established pursuant
to the New York State (the State) Public Authorities Law, to operate public subway, bus and paratransit
services within The City of New York (The City). The Authority is a par financial reporting group
of the Metropolitan Transportation Authority (MTA), which is a com nt unit of the State, and whose
mission is to continue, develop and improve public transportation a; velop and implement a unified
public transportation policy in the New York Metropolitan area.

CONDENSED FINANCIAL INFORMATION

g

The following sections will discuss the significant chang the .&ty’s financial/position for the
years ended December 31, 2014 and 2013. Additionally, an examination 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, summaries of the consolidate ial statements and the various exhibits presented
conform to the Authority’s consolidated financial statements, which ate preSented in accordance with
accounting principles generally accepted in the United States of Amerf

Total Assets, Distinguwween CaBitalfand wsets
Increase/(Decrease)
14

20 3 2012 2014-2013  2013-2012

All amounts are in millions, except as noted.

(In millions)

044  $49282 $ 2,659 S 2,762
727)  (14,338) (1,522) (1,389)

Capital assets, net of
accumulated depreciation
Other assets

36,317 34,944 1,137 1,373
1,320 792 603 528

1,923

Total assets $39,377 $37,637 $35,736 $ 1,740 $ 1,901

The Authority’s capital assets totaled $54.7 billion at December 31, 2014. Of the total, depots, yards,
signals, and stations were 45.4%, subway cars and buses accounted for 21.2% and track and structures
were 21.3%. These gross capital assets exclude significant infrastructure assets such as tunnels and
elevated structures, which are assets owned by The City. More detailed information about the Authority’s
capital assets is presented in Note 5 to the consolidated financial statements.
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Significant changesin assetsinclude;

December 31, 2014 versus 2013

Capital assets increased from December 31, 2013 to December 31, 2014 by $2,662, or 5.2%. This
increase was primarily due to station rehabilitation work of $1,777, track and structures of $586, new
subway cars of $430 and signals enhancements of $297. Accumulated depreciation has increased by
$1,518, or 9.8%, due to annual depreciation expense of $1,520, partly offset by normal retirements of $2.

Other assets increased by $603, or 45.7%, compared with the prior year. This i increase was mostly due to
higher current receivables from MTA and constituent authorities of $256 increased MTA investment
pool assets of $195.

December 31, 2013 versus 2012

$2,762, or 5.6%. This
mostly station rehabilitation work of $1,270,
new buses of $104. Accumulated depreciation
ion expense of $1,421, offset byfiormal

Tro torm Sandy of/$18 (see Note 6 to

Gross capital assets increased from December 31, 2012 to DeCem
increase was primarily due to additions of $2,835, includi
track and structures of $423, depots and yards of $291
has increased by $1,389, or 9.7%, due to annual de
retirements of $14 and asset impairment losses attributa
the consolidated financial statements).

Other assets increased by $528, or 66.7%,wred with the prior year. This increase was mostly due to
higher current receivables from MTA and ituent authorities of $273, increased MTA investment

pool assets of $92, and an increase in long-term MTA reecivables fort rchase of capital assets of

$105.

Total Liabilities, Distianetween L -Term L!llltles and Current Liabilities
Increase/(Decrease)

2014 2013 2012 2014-2013  2013-2012

(In millions)

Current liabiliti
Long—term li

'$ 2,05 $1911 S (107) S 194
9,446 7,716 1,793 1,730

Tot ablhtles ,237 $ 11,551 $9,627 $ 1,686 $1,924

At the end of 2014, the Authority’s liabilities consisted primarily of employee fringe benefit-related
liabilities (for pensions, healthland other benefits), 79.1%, and injuries to persons (public liability and

December 31, 2014 versus 2013

Liabilities increased from December 31, 2013 to December 31, 2014 by $1,686, or 14.6%. Current
liabilities decreased by $107, or 5.1%, and long-term liabilities increased by $1,793, or 19.0%.

The net decrease in current liabilities was mainly due to a decrease in accrued salaries, wages and payroll

taxes of $226, partly offset by increases in accounts payable of $34 and estimated liability arising from
injuries to persons of $32.
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The increase in long-term liabilities was primarily the result of the addition of $1,638 of post-employment
benefits other than pensions based upon an updated OPEB actuarial valuation.

December 31, 2013 versus 2012

Liabilities increased from December 31, 2012 to December 31, 2013 by $1,924, or 20.0%. Current
liabilities increased by $194, or 10.2%, and long-term liabilities increased by $1,730, or 22.4%.

The increase in current liabilities was mainly due to increases in accrued retirement and death benefits of
$157 and accrued salaries, wages and payroll taxes of $183, partly offset by a reduction in payables to
MTA and constituent authorities of $139.

of $1,554 of post-employment
and $177 of increased
ial valuation.

The increase in long-term liabilities was primarily the result of the
benefits other than pensions based upon an updated OPEB actuari
liabilities arising from injuries to persons, also based on the mos

Total Net Position, Distinguishing Among Net Investment in Capital Assets, Restricted

and Unrestricted Amounts

% Increasel/(Decrease)
(In millions) 2014 2013 2012 2014-2013 2013-2012
Net investment in capital ‘

assets $ 37,249 36,106 $ 34,934 § 1,143 $§ 1,372
Unrestricted (11,109) (10,020) (8,62? (1,089) (1,395)

26,086 9 3 54 8 (23)

Total net position $ 26,140

consist of three components: net investment in capit:
in capital assets include capi net of accumulated depreciation and outstanding principal balances

Total net position was $26,14(0 at the end of 2014, a net increase of $54, or 0.2% from the end of 2013.
onoperating income of $4,010, and capital contributions from the MTA
sses of $5,907.

Total net position was $26,086 at the end of 2013, a net decrease of $23, or 0.1% from the end of 2012.
The net decrease was due to net nonoperating income of $3,891, and capital contributions from the MTA
of $1,754, offset by operating losses of $5,652 and a restatement of beginning net position of $16 due to
implementation of GASB Statement No. 65, Items Previously Reported as Assets and Liabilities (see
Note 2 to the consolidated financial statements).
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Condensed Statements of Revenues, Expenses, and Changes in Net Position

(In millions)

Operating revenues

Year Ended December 31,
2014 2013 2012

$ 4,611 $ 4451 $ 4,055

Operating expenses (10,518) (10,023) (9,507)
Asset impairment and related expenses - (80) (409)
Operating loss (5,907) (5,652) (5,861)

Nonoperating revenues (expenses):

Subsidies: New York State and The City of New York 3,552 2,769
Triborough Bridge and Tunnel Authority 2 247 189
FTA/FEMA reimbursement 12 115 -
Interest expense (22) (24) (18)
Other nonoperating revenue/(expenses) N 1 1 5
Total nonoperating revenues (expenses) 010 3,891 2,945
Loss before capital contributions (1,897) (1,761) (2,916)

Capital contributions

Change in net position

‘ 1,951 1,754 2,654
’4 % (262)

Net position — beginninﬁ , 26,086 26,109 26,371

Restatement of beginning net position - (16) -

.. 4
Net position — end of . $ 26,140 $ 26,086 $ 26,109
Revenye from Far ersh
Increase/(Decrease)
(In millions) 2014 2013 2012 2014-2013 2013-2012

Subway revenu

$ 3,172 $ 3,031 § 2,742 $ 141 $ 289

Bus revenue 950 941 871 9 70

Expired fare media r 53 64 95 (11 (31)

Paratransit revenue 16 16 15 1

Total revenue from fares $ 4,191 $ 4,052 $ 3,723 $ 139 $ 329

Total ridership (millions) 2,427 2,394 2,332 33 62

Non-student average fare $ 1.80 $ 1.76 $ 1.65 $ 0.04 $ 0.11
-7-
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2014 versus 2013

Total revenue from fares was $4,191 in 2014, an increase of $139 or 3.4%. This increase was due mostly
to higher subway ridership and the annualization of the March 2013 fare increase. Total ridership was
2,427, an increase of 33, or 1.4% from 2013.

2013 versus 2012

Total revenue from fares was $4,052 in 2013, an increase of $329 or 8.8%. After including $51 of lost
revenue from Sandy in 2012, 2013 revenue from fares increased by $278 or.7.4%. This adjusted increase
was due mostly to the March 2013 fare increase. Total ridership was 2,3 increase of 62, or 2.7%
from 2012. After including 44 of lost ridership from Sandy in 2012, 204 3 ridership increased by an
adjusted 0.8%, with a subway ridership increase of 19, or 1.1% an no change in bus ridership.

Operating Expenses, by Major Function

Increase/(Decrease)
(In millions) 20 2043 2012 2014-2013  2013-2012
Salaries and wages $ 3,455 3, $ 3,158 $ 137 $ 160
Health and welfare 667 618 554 49 64
Pensions 908 919 982 11 (63)
Other fringe benefits ‘ 437 382 353 55 29
Postemployment benefits other than pensions 1,991 1,880 1,689 111 191
Electric Power 313 299 299 14 -
Fuel 172 160 165 12 5)
Insurance 69 54 7
Public liability claims 147 44 64 3 80
Paratransit service contract 366 367 359 (N 8
Maintenance and othepfoperating contracts 167 140 18 27
Professional service contra 144 137 (20) 7
Pollution remediation project / 12 24 16 (12) 8
Materials an 302 264 246 38 18
Depreciation 1, 520 1,421 1,416 99 5
Other expenses 63 64 13 (1
Rei Js?ed overhead expen: (226) (209) (189) (17) (20)
Total operating expenses $10,518 $10,023 $ 9,507 $§ 495 $ 516

2014 versus 2013

Total operating expenses increased by $495, or 4.9% compared to 2013 as follows:

e Salaries and wages were higher than 2013 by $137, or 4.1%. Payroll increased by 2.8% as most
represented and non-represented personnel received wage increases in 2014 and headcount
increased in support of various maintenance programs and operations requirements. Overtime
expenses increased by 15.0%, due mostly to adverse weather, maintenance, unscheduled service,
and vacancy/absentee coverage requirements.

e Health and welfare expenses increased by $49, or 7.9%, due primarily to increased rates for
health and welfare plans.
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e  Other fringe benefit expenses increased by $55, or 14.4%, due primarily to higher Workers’
Compensation reserve requirements based upon the current actuarial valuation.

e Post-employment benefits other than pensions increased by $111, or 5.9%, based on the most
recent actuarial valuation.

e Maintenance and other operating contracts increased by $18, or 10.8%, due mostly to increases in
vehicle purchases, safety equipment, security services, water and sewage, and rent.

ue primarily to a reduction
legislation.

e Professional service contract expenses decreased by $20, or 13.9%
in Workers’ Compensation Board administrative expenses, base

$12 in 2014, are being
. Project encumbrances

e Pollution remediation project costs, which have decreased
expensed in accordance with the provisions of GASB S
(expenses) for 2014 were lower than 2013 (see Note 46).

e Materials and supplies expenses increased by
maintenance material requirements for both

e Depreciation expenses increased by $99, or 7.0%,
rehabilitations, trackwork, signal enhancements and new subway cars in 2014.

2013 versus 2012

Total operating expenses increased by $516, or.5.4% compared to 2012 as follows:

e Salaries and wage~er than 201
accrual for the tehtative Local 100 s
support of various, maintenance programs a

expenses due mo nance, unsche
requirements.

$160, or 5.1%, due mostly to the retroactive wage
lement. In addition, headcount increased due to
operations requirements and increased overtime
led service, and vacancy/absentee coverage

e Pension expenses de 63, or 6.4%, due largely to actuarial assumptions changes made
by NYCERS in 2012.

nt benefits other than pensions increased by $191, or 11.3%, based on the most
recent actuarial valuation.

e Public liability claims expenses increased by $80, or 125.0%, due to a significant increase in the
2013 annual actuarial valuation attributable to record claim payment levels and the rapid growth
in large case reserves.

e Maintenance contract expenses increased by $27, or 19.3%, due largely to increased revenue

vehicle maintenance and repairs, paratransit vehicle purchases, and operating contract and
building-related requirements.
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e Pollution remediation project costs, which have increased by $8 to $24 in 2013, are being
expensed in accordance with the provisions of GASB Statement No. 49. Project encumbrances
(expenses) for 2013 were greater compared to 2012 (see Note 16).

e Materials and supplies expenses increased by $18, or 7.3%, due largely to additional maintenance
material requirements for both vehicles and facilities.

e Reimbursable overhead expense credits have increased by $20, or 10.6%, due largely to increased
capital project labor requirements.

Nonoperating Revenues and Expenses

The Authority receives a variety of tax-supported subsidies from State and The City of New
York. These subsidies represent a State Mobility Tax and corpo sales, energy, mortgage

prevailing interest rates.

Operating assistance subsidies from New York State
each year.

The Triborough Bridge & Tunnel Authority, another affiliate'of the MTA, distributes to the Authority,
each year, funds that vary based upon its ating surplus.

Capital contributions from the MTA of $1,951 in2014,and $1,754 in 20137 represent capital program
funding from several sources including bonds, Federal, State.and City funding.

Changesin Net Position

The change in net position represents the net total of eapital contributions, operating losses and

nonoperating incomé. Net position increased by $54 m2014 and decreased by $23 in 2013. The change in
net position for both years i
operating loss

Bu?—(ighlights

Total operating revenues in
fares exceededibudget by $56; or 1.4%,
bus and paratransit fare reven

were higher than budget by $67, or 1.5%. Total revenue from
including higher subway and expired farecard revenue and lower
Other operating revenue exceeded budget by $11, or 2.7%, mainly due

Total operating expen 2014 of $10,518 were higher than budget by $352, or 3.5%. Labor-related
expenses of $7,231 exceeded budget by $308, or 4.4%. This result was largely due to an increase in other
fringe benefits of $149, or 51.7%, due mostly to additional Workers’ Compensation reserve requirements;
an actuarial-based increase in postemployment benefits other than pensions of $90, or 4.7%; a payroll
expense increase of $95, or 3.2%, mostly represented by pattern labor adjustments based on a TWU local
100 labor contract agreement reached in 2014; and an increase in overtime expenses of $87, or 26.5%,
caused by adverse weather and maintenance and vacancy/absentee coverage requirements. Non-labor
expenses of $3,287 were over budget by $44, or 1.4%, represented primarily by an increase of $55, or
59.8% based on public liability claims reserve requirements.
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OVERALL FINANCIAL POSITION, RESULTS OF OPERATIONS AND IMPORTANT
ECONOMIC CONDITIONS

Economic Conditions

Metropolitan New York is the most transit-intensive region in the United States. A financially sound
and reliable transportation system is critical to the region’s economic well-being.

The average level of seasonally adjusted non-agricultural employment in New York City for the fourth
quarter was higher in 2014 than in 2013 by 87.3 thousand jobs (up 2.2%). On a quarter-to-quarter basis,
New York City employment has increased in each of the last sixteen qua the last decline occurred
in the third quarter of 2010 — and is higher than at any time since 195 en nonagricultural employment

an improving national
ized rate of 2.6%,
e Bureau of Economic Analysis. The increase
primarily reflected contributions from personal cons i itures, exports, state,and local

i i ktory investment, partially offset

rts.*Fourth quartet RGDP growth

slowed relative to third quarter growth as federal government'spending, nonresidential fixed investment
and exports fell, while imports rose. The W economy has nowsgrown in twenty of the last twenty-
two quarters.

ation‘of 0:6% was loﬁ than the national average
1 y products dampened the overall
ise i i er Price Inde clusive of energy products increased by 1.5%
in the New York-New J ermhmd area. Comsistent with'the fall in overall energy prices, spot

prices for New York Harbor conventional gasoline fell by 22.8% from an average price of $2.698 to an
average of $2.082 per gallon between the fourth quarterss6f 2013 and 2014.

The New York City metropolitan area’s price i
of 1.0% in the fourth quarter of 2014. A 7.8%
rise in consumer prices: th

carlier as a response to the 1mpend1ng economic downturn: since the third quarter of 2007, the Federal
Reserve Bank has ate the consequences of a recession by loosening the tight credit
national mortgage crisis. Confronting stubbornly high unemployment
urther the Federal Funds rate, in March 2009 the Federal Reserve Bank
began a program of large scale purchases of government guaranteed assets. The objective of the program,
which was expanded in November 2010, was to raise the price of long-term securities, thereby lowering
interest rates in order to stimulate investment in the economy.

rates with no scope

In spite of the steady improvement in economic activity in the second, third and fourth quarters of 2014,
the FOMC elected in December to maintain an accommodative stance by continuing to target a Federal
Funds rate in the range of 0% to 0.25%, noting that, partly because of the decline in energy prices,
inflation rates remained below the Committee’s long-run objective; while labor markets evinced signs of
improvement, the FOMC observed that recovery in the housing sector remained slow. In addition to
maintaining the Federal Funds rate, the FOMC announced additional measures to foster conditions
amenable to financial markets, including the continuation of its policy of reinvesting principal payments
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from its holdings of agency debt and mortgage-backed securities and of rolling over maturing Treasury
securities at auction.

The influence of Federal Reserve monetary policy on the mortgage market is a matter of interest to
NYCT, since variability of mortgage rates can affect the number of real estate transactions and can
thereby impact receipts from the Urban Tax, an important source of NYCT revenue.

Results of Operations and Overall Financial Position

m 2013. Total ridership
es, including
ion expenses, were $10,518 in

Total revenue from fares was $4,191 in 2014, an increase of $139 or 3.4%
was 2,427 million, an increase of 33 or 1.4% from 2013. Total operatin
depreciation, other post-employment benefits and environmental rem
2014, an increase of 4.9%.

ain risks, requiring the
rograms, in order to

Going forward, the stability of the Authority’s financial position
efficient management of costs, including the establishmen
counteract any adverse impacts to revenue streams or ¢ ncreases.

A

The MTA has ongoing programs on behal&e Authority and otheraffiliated agencies, subject to
approval by the New York State Metropolitan, Transportation Authority Capital Program Review Board
(the State Review Board), which are intended to improve public trans%tion in the New York

Metropolitan area. y
ital Program, which was approved by the State

2000-2004 Capital Progrﬁ000—2004 C
Review Board in May2000, provided for $17.1 billion in capital expenditures, of which the Authority’s

portion was $10.3 billion. In May and December of 2002ythe MTA Board approved amendments to the
program reflecting change edules, funding and added to the infrastructure and facilities
security progr: ard approved a general update to the plan to
incorporatef to the MTA Capital Program Review Board (CPRB).
In Januafy 2004, the ed a further modification to that program to support the
accelerated purchase of a

SIGNIFICANT CAPITAL ASSET ACTIVITY

Capital Program

from The City for the #7 Extension design work, as well as additional security grant funding. In
December 2005, the MTA Board approved an amendment that increased the overall capital program total

federal funds for th reet Transit Center, South Ferry Station, a new Bus Depot on Staten Island
and CCTV installation CT stations. In December 2006, the MTA Board approved an amendment
that increased the overall capital program total to $21.2 billion, of which the Authority’s share was
increased to $10.3 billion. In 2009, the capital program received $0.2 billion in federal stimulus funding.
Reallocation between programs resulted in an additional $0.4 billion to the 2000-2004 Capital Program,
increasing the overall total plan to $21.7 billion, of which the Authority’s share is $10.4 billion. Among
the projects included in the 2000-2004 Transit Capital Program and subsequent amendments are the
following: rebuilding the 1/9 line track and structures destroyed by the September 11, 2001 attacks on the
World Trade Center, design and initiation of construction of the full-length Second Avenue Subway,
acquisition of 1,210 new subway cars, replacing 927 existing cars and expanding the fleet by 283 cars,
acquisition of 985 new buses, including 135 CNG buses, rehabilitation of 70 stations, provision of full
Americans with Disability Act (ADA) accessibility at 23 stations, replacement of 20 escalators at various
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stations, replacement of approximately 42 miles of mainline track and 212 mainline switches, signal
modernization, communications improvements, and improvements to shops, yards, and depots.

The combined funding sources for the 2000-2004 Capital Program are comprised of $7.4 billion in bonds,
$7.4 billion in federal funds, $4.6 billion from debt restructuring, and $2.3 billion from other sources.

As part of the 2000-2004 Capital Program, the MTA, the TBTA and the Authority have refunded and
defeased substantially all of their outstanding debt and consolidated most of their existing credits.

At December 31, 2014, $10.4 billion has been committed to Authority projects from the 2000-2004
approved plan, of which approximately $10.3 billion has been expended.

2005-2009 Capital Program— The MTA Capital Program for 2005-
July 2005 and amended in July 2006. The 2005-2009 Program, as
capital expenditures, of which the Authority’s share was $11.2 bi
further amended the Program to add $1.2 billion of Federal East Funding Grant
Agreement (FFGA) funds to the East Side Access project,swhichelates to the Capital Construction
Company’s capital program. In July 2008, the MTA B further amended the Program to add an
additional $267 million of Federal East Side Access funds $764 million in'Federal Second
Avenue Subway FFGA funds relating to the Capital Co tion any’s capital program. Also
included in this amendment were the rollover of unused LaGuardia Airport Project funds from the 2000-
2004 Capital Program and other miscellaneous funding adjustments. In 2009, the capital program
received $0.7 billion in federal stimulus i

9 was approved by the CPRB in
provided for $20.1 billion in
ary 2007, the MTA Board

support on-going maintenance and provide needed improveéments to e ce services to its customers.
amendme deral stimulus funding noted above,
resulted in the overall plan 24.6 billion, hich the ority’s share is $11.6 billion. The
Authority’s portion of thé Mram excludes $7.7 billion of approved capital projects managed by
the MTA Capital Construction Company on behalf of the Transit Authority and the Long Island Rail
Road. Among the projects in.the 2005-2009 Transit Capital Program are the following: normal
replacement of 1,002 B Di owth 0f 23 A Division Cars, the purchase of 1,236 new
buses includi
paratransitévehicle ilitati 6 stations, replacement of 23 escalators, replacement of 52 miles of
mainlin€ track and 143 i signal modernization, communications improvements, and
imprévements to shops, ya

The 2005-2009 Capital Program is designed to continue.a program of yal expenditures that would
n

Reallocation between programs, subsequent to

The combined funding sources for the 2005-2009 Capital Program are comprised of $9.1 billion in federal
funds, $1.5 billion,from the New York State voter approved State-Wide Transportation Bond Act,
$9.9 billion in bo .1 billion from other sources.

At December 31, 201 .3 billion has been committed to Authority projects from the 2005-2009
approved plan, of which approximately $10.9 billion has been expended.

2010-2014 Capital Program— The 2010-2014 Capital Program was approved by the MTA Board in
September 2009. The program totaling approximately $25.6 billion was subsequently submitted to the
NYS Capital Program Review Board (CPRB) for their review and approval. The submitted Program was
vetoed without prejudice by the Review Board in December 2009. Subsequently, the resubmitted
2010-2014 Program, totaling $26.3 billion was approved by the CPRB in June 2010, of which the
Authority’s share is $12.8 billion. The approved CPRB program fully funded only the first two years of
the plan, with a commitment to come back to CPRB with a funding proposal for the last three years. On
December 21, 2011, the MTA Board approved an amendment to the 2010-2014 Program that funds the
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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. The Authority’s share of the $24.3 billion revised program is $11.6 billion. On

December 19, 2012, the MTA Board approved an amendment to the 2010-2014 Capital Programs to add
projects for the repair and restoration of MTA agency assets damaged as a result of Tropical Storm
Sandy, which struck the region on October 29, 2012. The revised programs provide for an additional $4.8
billion in Sandy recovery-related capital expenditures, of which the Authority’s share is $3.3 billion. On
January 23, 2013, the amended program as submitted was deemed approved by the CPRB. 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

approved those amended 2010-2014 Capital Programs for the Tra ommuter systems as
submitted.

The combined funding sources for the 2010-2014 Capital of $12.7 billion in MTA
bonds, $6.3 billion in federal funds, $2.1 billion in Bridgés and Tunnels dedicated funds, $0.1 billion in
MTA Bus Federal and City Match, $0.8 billion in St ssistance, $0.8 billion in City €apital Funds,
and $1.5 billion from other sources. The funding st Tropical Storm Sandy repair and restoration
assumes the receipt of $9.4 billion in insurance and feder imbursement proceeds (including interim
borrowing by MTA to cover delays in the receipt of such proceeds), $0.2 billion in Pay-as-you-go capital,
supplemented, to the extent necessary, by‘external borrowing ofupito $0.9 billion in additional MTA and
MTA Bridges and Tunnels bonds.

At December 31, 2014, $9.0 billion has been committed to»Authority projects from the 2010-2014

improvements. In addi
replage and expand the fl 2,166 new buses, including 1,127 standard, 649 articulated
new paratransit vehicles; elimination of station defects at 39
stations as welhas campaign component improvements at 100+ additional locations; replacement of 21

elevators; replacement of approximately 56 miles of mainline track and 126 mainline switches; signal

CURRENTLY KNO ACTS, DECISIONS, OR CONDITIONS

The Authority’s February 2015 Financial Plan includes certain risks such as possible lower investment
returns on pensions and chronic cost issues relating to Workers” Compensation, public liability claims and
overtime. These risks need to be addressed in order to be able to balance future year budgets. To assist in
achieving this, the ongoing identification and implementation of sustainable new savings programs and
gap closing actions will be required.

The full funding of the 2015-2019 Capital Program is necessary in order to meet all important
requirements.

% ok sk ok sk %
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
ASSETS
CURRENT ASSETS:
Cash (Note 3) $ 46,538
MTA investment pool (Note 4) 92,154
Receivables:
Billed and unbilled charges due from New York City 34,313
Accrued subsidies 105,471
Due from MTA and constituent Authorities (Note 10) 273,459
Other 90,962 76,574
Less allowance for doubtful accounts x (10,377) (10,141)
Net receivables 743,551 479,676
Materials and supplies ‘ 255,356 217,660
Prepaid pension asset 33,782 35,560
Prepaid expenses and other current assets 47,080 28,708
Total current assets 1,422,063 900,296
NONCURRENT ASSETS:
Due from MTA for thé pure p 500,033 418,209
Capital assets, net of accum 37,268,814 36,125,117
Leased property
amortization 76,308 78,720
Leaseholddmprovement of accumulated
depreciation (Note 5) 109,482 112,707
Restricted'deposits and other 635 1,857
Total noncurrent assets 37,955,272 36,736,610
TOTAL ASSETS $39,377,335 $37,636,906
See notes to consolidated financial statements. (Continued)
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF NET POSITION
DECEMBER 31, 2014 AND 2013
(In thousands)

-16 -

2014 2013
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts payable 195,392 $ 161,388
Accrued expenses:
Salaries, wages, and payroll taxes ,880 380,072
Vacation, sick pay, and other benefits 35 608,531
Retirement and death benefits (Note 7) : 377,022 366,174
Estimated liability arising from injuries to persons (N 5) 221,174 188,580
Pollution remediation projects (Note 16) 8,537 10,659
Other 116,761 113,354
Total accrued expenses 1,501,609 1,667,370
Due to MTA for repayment of debt, current po!mn (Note 9) 7,540 3,383
Unredeemed farecards 269,967 265,865
Unamortized subsidy revenue 6,886 6,885
Paratransit reimbursement ade 16,469 -
Total current liabilities 1,997,863 2,104,891
>
NONCURRENT LIABILITI
Due to MTA for tion (Note 9) 34,738 46,434
Obligation und 163,609 161,189
Postempl 9,472,187 7,833,798
Estim: liability arising fr ns (Note 15) 1,534,525 1,359,492
Pollution remediation projects 34,146 42,634
Other long-term liabilities - 787
Restricted deposits funds 635 1,857
Total noncurren 11,239,840 9,446,191
Total liabilities 13,237,703 11,551,082
NET POSITION:
Net investment in capital assets 37,248,717 36,105,538
Unrestricted (11,109,085) (10,019,714)
Total net position 26,139,632 26,085,824
TOTAL LIABILITIES AND NET POSITION $ 39,377,335 $ 37,636,906
See notes to consolidated financial statements. (Concluded)
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

OPERATING REVENUES:
Rapid transit
Surface transit
Expired fare media
Paratransit fares
School, elderly, and paratransit reimbursement
Advertising and other

Total operating revenues
OPERATING EXPENSES:

Salaries and wages
Health and welfare

Pensions ‘
Other fringe benefits

Reimbursed overhead expenses
Postemployment benefits other than pensions
Electric power

Fuel

Insurance

Public liability claims
Paratransit service confracts
Maintenance and other opera Xp
Professional servi ntracts
Environmental

Materials and supplies
Depre%n
Other€xpenses

Total operating expenses

Asset impairment an d expenses (Note 6)

OPERATING LOSS

See notes to consolidated financial statements.
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2014 2013

$ 3,030,746

941,063

63,567

16,465

253,632

145,234

4,611,363 4,450,707

3,454,798 3,318,263
666,761 618,044
907,877 918,909
437,038 382,128
26,548) (209,291)
,991,062 1,879,699

312,554 298,593
172,346 159,506
68,879 62,492
147,420 144,022

365,599 366,751

185,523 167,361

124,475 143,653

12,478 24,121
302,074 264,476
1,519,813 1,421,009

76,130 62,913
10,518,279 10,022,649
(161) 80,432
(5,906,755) (5,652,374)
(Continued)
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
NONOPERATING REVENUES:
Tax-supported subsidies:
New York State $ 2,607,147
New York City 632,025
Operating Assistance subsidies:
New York State 158,672
New York City 158,672
Triborough Bridge and Tunnel Authority v 0 246,902
Less amounts provided to Staten Island Rapid Transit
Operating Authority > (4,736) (4,621)
Total nonoperating revenues 4,019,040 3,798,797
Federal Transit Authority/Federal Emergenchement
Agency reimbursement 11,683 114,838
Interest expense (22,347) (23,514)
Interest income and other nonoperating revenues 1,316 1,219
Total nonoperating inA , 4,009,692 3,891,340
LOSS BEFORE CAPITAL CONTRIBUTIONS ) (1,897,063) (1,761,034)
CAPITAL CONTRIBUTIONS X 1,950,871 1,753,790
CHANGE i[\] NET PO 53,808 (7,244)
NET P ION:
Beginning of year 26,085,824 26,109,115
Restatement of beginning net position (Note 2) - (16,047)
End of year $26,139,632 $26,085,824
See notes to consolidated financial statements. (Concluded)
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from passengers, tenants, advertisers, and others $ 4,478,668
Cash payments for payroll and related employee costs (4,900,969)
Cash payments to suppliers for goods and services (1,728,351)
Net cash used in operating activities (2,150,652)
CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:
Subsidies received 3,991,858 3,746,314
Net working capital loans from MTA (100,000) -
Loan payback from TBTA - 29,863
Recoveries from insurance related to Tropical Storm Irene 4,994 -
FTA/FEMA reimbursement 11,683 114,838
Net cash provided by noncapital ﬁnancig activities 3¢908,535 3,891,015
CASH FLOWS FROM CAPITAL AND RELAT )
FINANCING ACTIVITIES:
Principal payments (10,233) (9,376)
Interest paid (7,540) (3,101)
Payments on MTA Tran$poitation bonds issued to fun:
capital assets ' (1,089,714) (1,102,816)
Subsidies designated for deb 4 286,959 296,578
Capital project incurred f (950,307) (851,193)
Cash transfente (64,872) (171,377)
Cash transferred to capit lated to Tropical
Sto ndy - (140,937)
Reimbursement of capital proj 882,441 773,834
Net cash usedyin capital and related financing activities (953,266) (1,208,388)
CASH FLOWS FRO G ACTIVITIES
Change in MTA invest (194,995) (526,962)
Interest on investments 576 501
Net cash used in investing activities (194,419) (526,461)
NET INCREASE IN CASH 8,607 5,514
CASH — Beginning of year 46,538 41,024
CASH — End of year $ 55,145 $ 46,538
See notes to consolidated financial statements. (Continued)
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NEW YORK CITY TRANSIT AUTHORITY

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2014 AND 2013
(In thousands)

2014 2013

RECONCILIATION OF CASH FLOWS FROM

OPERATING ACTIVITIES:

Operating loss (5,9006,755)  $(5,652,374)

Adjustments to reconcile operating loss to net cash used in

operating activities — depreciation 19,813 1,421,009

Tropical Storm Sandy asset impairment 333) 41,309
CHANGES IN OPERATING ASSETS AND LIABILIT

Decrease in operating receivables 44,206 20,141

Increase in prepaid expenses and other current assets (18,372) (10,033)

Decrease in prepaid pension expense/deferred pension asset 1,778 1,844

Increase in materials and supplies (37,696) (34,383)

Increase in farecard liability h 4,102 7,820

(Decrease) increase in accrued salaries, wage payroll taxes (250,494) 183,036

Increase (decrease) in accounts payable and other aceruediliabilities 34,550 (43,062)

Increase in accrued vacation, sick pay and other benefits 15,704 25,866

Increase in accrued retirement and death benefits 10,848 157,081

Increase in postemployment ther than pen 1,638,389 1,554,097

Increase in estimated liability arisi m injuries to persons 207,627 170,097

(Decrease) increase in liability for environmental polluti (10,610) 6,900
NET CASH USED IN OPE $(2,752,243)  $(2,150,652)
SUPPLEMENT CASH CAPITAL

AND ATED FINAN Fair value

of ass ontributed $ 1,325,451 $ 1,590,574
See notes to consolidated financial statements. (Concluded)
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NEW YORK CITY TRANSIT AUTHORITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014 AND 2013

1. BASIS OF PRESENTATION

Reporting Entity — The accompanying consolidated financial statements include the accounts of the
New York City Transit Authority (Transit Authority), and its subsidiary, the Manhattan and Bronx
Surface Transit Operating Authority (MaBSTOA) (collectively, the Au which are public benefit
corporations created pursuant to the Public Authorities Law (the Act)éf the State of New York (the

Pension Plan (the Plan) is not a component unit of the Transit Authority, in accordance with
Governmental Accounting Standards Board (GASB tement No. 14, The FinanciahReporting Entity,
as amended by GASB Statement No. 61, The Fin l\ﬁ:y Omnibus an amendment of
GASB Satements No. 14 and No. 34, and therefore, the S of the Plan are not included in
the Authority’s consolidated financial statements.

The Authority has material transactions Mliated agencies included in the Metropolitan
Transportation Authority (MTA) financial reporting,group. Such agencies‘include the MTA, Triborough
Bridge and Tunnel Authority (TBTA), Metro North Commuter Railro (MNCR) Long Island Rail
Road (LIRR), MTA Bus Company (MTA Bus)and Staten id Transit Operating Authority
(SIRTOA). V

The Authority is a part of the finaneial reporting group of the MTA and is included in the combined
financial statements of the MTA in accordance with GASB Statement No. 14 as amended by GASB
Statement No 61. The M nent unit of the State and is included in the State of New York
tate Comptroller as a public benefit corporation.

In July 2003, the i ction Company was created by action of the MTA Board of
Direetors as a public be sidiary of the MTA under section 1266(s) of the Public
Authorities Law. The mis i subsidiary company is to plan, design and construct current

and future major MTA system expansion projects. Projects currently underway, include all activities
associated withithe Long Island Rail Road East Side access, the Number 7 Line Extension, the Lower
Manbhattan Fult i r, the new South Ferry station complex, system-wide capital Security
ue Subway, which are consolidated under the management of the MTA

Capital Constructio

In December of 20045 MTA Bus was created as a public benefit corporation subsidiary of the MTA
specifically to operate certain City bus routes. These routes are currently operated by MTA Bus and not
by the Authority. All material transactions between MTA Bus and the Authority have been properly
recorded as of December 31, 2014.

Staten Island Rapid Transit Operating Authority — The Staten Island Rapid Transit Operating
Authority (SIRTOA) is a wholly owned subsidiary of the MTA and provides transportation service on
Staten Island. SIRTOA is managed by the Authority on behalf of The City. The Authority has no
responsibility for the operating deficit of SIRTOA. The Authority collects, on SIRTOA’s behalf, its
share of certain operating assistance subsidies determined by formula, and transfers such subsidies to
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SIRTOA. The amount of subsidy funds to which SIRTOA is entitled is recorded as a reduction of the
subsidy revenues of the Authority.

Operations — Operations are conducted pursuant to leases with The City which expired on

November 1, 1989, except that the terms of the leases continue so long as any financing agreement
between the Authority and the MTA and any MTA Transportation Revenue Bonds remain outstanding
(see Note 9). The City has the option to terminate the leases at any time. In the event of termination, The
City is required to assume the assets and liabilities of the Authority and must pay or make provision for
the payment of any debt incurred pursuant to financing agreements of the Authority.

Substantial operating losses (the difference between operating revenues xpenses) result from the
essential services that the Authority provides; such operating losses will continue in the foreseeable
future. To meet the funding requirements of these operating losses uthority receives subsidies
from:

a. The State, in the form of annual subsidies of speci
assistance, and reimbursement of certain expe

b. The City, in the form of operating assista
expenses; and

c. An affiliated agency (TBTA), in.the form of a portion.ofiits operating surplus.

The New York State Public Authorities Law and'the financing agreement between the Authority and the
MTA provide that the Authority shall establish fares, tolls, and other for the use of its facilities as

It is the opinion of manage is 1 with these requirements. The
Authority is not liable fo es taxes on substantially all of its
purchases or other exgise taxes o

Capital Financing — T ngoing programs (;n behalf of the Authority and other affiliated
agencies, subject to appro ate'Metropolitan Transportation Authority Capital

funds and upon disposal of such assets, the federal government may have a right to its share of the
proceeds from the sale. This provision has not been a substantial impediment to the MTA’s operation.

SUMMARY O NT ACCOUNTING POLICIES

Basis of Accounting he accompanying consolidated financial statements have been prepared on the
accrual basis of accounting in accordance with accounting principles generally accepted in the United
States of America.

The Authority applies Governmental Accounting Standards Board (GASB) Codification of Governmental
Accounting and Financial Reporting Standards (GASB Codification) Section P80, Proprietary
Accounting and Financial Reporting.

New Accounting Standards —The Authority has not completed the process of evaluating the impact of

GASB Statement No. 68, Accounting and Financial Reporting for Pensions. GASB Statement No. 68
replaces the requirements of GASB Statement No. 27, Accounting for Pensions by State and Local
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Governmental Employers and GASB Statement No. 50, Pension Disclosures — an amendment of GASB
Satements No. 25 and No. 27, as they relate to governments that provide pensions through pension plans
administered as trusts or similar arrangements that meet certain criteria. GASB Statement No. 68
requires governments providing defined benefit pensions to recognize their long-term obligation for
pension benefits as a liability for the first time, and to more comprehensively and comparably measure
the annual costs of pension benefits. The Statement also enhances accountability and transparency
through revised and new note disclosures and RSI. The provisions in GASB Statement No. 68 are
effective for fiscal years beginning after June 15, 2014.

The Authority has completed the process of evaluating the impact of GASB Statement No. 69,
Government Combinations and Disposals of Government Operations. tatement No. 69
establishes accounting and financial reporting standards related to g ment combinations and
disposals of government operations. GASB Statement No. 69 re use of carrying values to
measure the assets and liabilities in a government merger and
and liabilities assumed generally to be based upon their ac
provides guidance for transfers of operations that do not
which no significant consideration is exchanged. GA
financial reporting guidance for disposals of gove operations that have been transfefred or sold.
GASB Statement No. 69 requires disclosures to bé ma out gh{lent combinations and disposals
of government operations to enable financial statement usersito€valuate the nature afid financial effects
of those transactions. The Authority has determined that GASB Statement No. 69 had no impact on its
financial position, results of operations, ash flows.

tatement No. 69 provides accounting and

The Authority has completed the process of\evaluating the impact of GASB Statement No. 70,
Accounting and Financial Reporting for Nonexchange Financial Guarantees, which requires a state or
angé fina antee to another organization or
government to recognize m i tatements when it is more likely than not that the
guarantor will be requiréd to m obligation holders under the agreement. GASB

process of ¢ organization. GASB Statement No. 70 further requires
an issueggovern i to repay a guarantor for guarantee payments made to continue to
report<@ liability unles When a government is released, the government would
recognize revenue as a re
governmentguarantor or is
financial guarantees. The Authority has determined that GASB Statement No. 70 had no impact on its
financial positionyresults of gperations, and cash flows.

The Authority has eted the process of evaluating the impact of GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date. The objective of
GASB Statement No#71 is to address an issue regarding application of the transition provisions of
GASB Statement No. 68, Accounting and Financial Reporting for Pensions. The issue relates to
amounts associated with contributions, if any, made by a state or local government employer or non-
employer contributing entity to a defined benefit pension plan after the measurement date of the
government’s beginning net pension liability. The requirements of this Statement will eliminate the
source of a potential significant understatement of restated beginning net position and expense in the
first year of implementation of GASB Statement No. 68 in the accrual-basis financial statements of
employers and non-employer contributing entities. This benefit will be achieved without the imposition
of significant additional costs. The requirements of this Statement should be applied simultaneously with
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the provisions of GASB Statement No. 68 and are effective for fiscal years beginning after June 15,
2014.

The Authority has not completed the process of evaluating the impact of GASB Statement No. 72, Fair
Value Measurement an Application. The objective of GASB Statement No. 72 is to improve financial
reporting by clarifying the definition of fair value for financial reporting purposes, establishing general
principles for measuring fair value, providing additional fair value application guidance, and enhancing
disclosures about fair value measurements. These improvements are based in part on the concepts and
definitions established in Concepts Statement No. 6, Measurement of Elements of Financial Satements,
and other relevant literature. The provisions in GASB Statement No. 72 are effective for fiscal periods
beginning after June 15, 2015.

Net Position — The Authority follows the “business type” activi
Financial Satements and Management’ s Discussion and Anal
which requires that resources be classified for accounting and re
three net position categories:

irements of GASB 34, Basic
d Local Governments
s into the following

e Net investment in capital assets: Capital assets,
principal balances of debt attributable to the acqu
assets.

e Restricted: ‘

Nonexpendable — Net position subject'to externally imposed stipulations such that the Authority
maintains them permanently. For the yeats ended December 31, 2014 and 2013, the Authority did

not have nonexpendable net position. y
uthority is“subject to externally imposed stipulations

Expendable — Net p@se use by th
ursuant to those stipulations or that expire with the

f accumulated depreciation and outstanding
, construction or improvement of those

that can be fulfilléd by actions of the Authorit
passage of time. For th ded December3i52014 and 2013, the Authority did not have
expendable net positi

e  Unrestricted: e not subject to externally imposed stipulations. Unrestricted net
position may be ific purposes by actions of management or the Board of
jrectors or may oth i y contractual agreements with outside parties.

Subsidies — The Authority receives subsidies from various sources, including the State and The City,
which are included in nonoperating revenues. In general, these subsidies are subject to annual
appropriations ental units and periodic approval of the continuation of the taxes
supporting the sub
The principal fundingisources for the Authority are as follows:

Operating Assistance Appropriations and Grants— The Authority receives, subject to annual
appropriations, State and City operating assistance funds. The funds received under the State transit
operating assistance program are fully matched by contributions from The City. State and City operating

assistance subsidies are recognized as non-operating revenue in the amount of the respective annual
appropriation when such appropriation becomes effective.

Triborough Bridge and Tunnel Authority — The New York State Public Authorities law requires the
TBTA to transfer its annual operating surplus, as defined, to the Authority and the MTA. The initial
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$24 million of the operating surplus is provided to the Authority and the balance is divided equally
between the Authority and the MTA. However, the amounts transferred to the Authority and the MTA
are net of a provision for debt service on TBTA bonds issued to finance the acquisition of facilities
under their respective portions of the Capital Program. For the years ended December 31, 2014 and
2013, $242.7 million and $267.3 million, respectively, were paid from the operating surplus of the
TBTA to satisfy the Authority’s portion of debt service requirements.

Mortgage Recording Taxes — Under New York State law, the MTA receives operating and capital
assistance from the State Mortgage Recording Tax, which is collected by The City and the seven
counties within the MTA transportation region, at the rate of three-tenths of 1% of the debt secured by
certain real estate mortgages. Such legislation governs the use of the fu this revenue source
whereby the proceeds of this tax are first used by the MTA to meet thé operating costs of the MTA
headquarters, with the remaining funds allocated 55% to the Aut 45% to the commuter
railroads for their capital and operating needs. The Authority r sources of funds when
designated by the MTA for the Authority’s use. The portion.of t ibutable to the Authority
is reported in “Tax-supported subsidies: New York State’ ensolidated statements
of Revenues, Expenses, and Changes in Net Position. Authority records the pottion of its State

Mortgage Recording Tax subsidy which funds pringipal and intetest payments on long=tern debt, net of
ruct ¢ 1 assets as capital contributions.

investment earnings on unexpended proceeds, us

In addition, the State designated for the MTA’s use an additional mortgage recording tax (the Additional
Mortgage Recording Tax) of one-quartel‘i’/;lof mortgages secured by real estate improved or to be
improved by structures containing one to elling units in the MTA transportation region. The funds
from this additional tax are available, after satisfying,debt service requiréments, to meet the capital and
operating needs of the Authority and the commuter railroads to be disbursed at MTA’s discretion.

No funds from the Additq
2013.

The Authority recéives operating
Recording Tax at the rate
through the
(collectivel

rsed to the Authority in 2014 and

istance directly frem The City through The City Mortgage

1% of the debt secured by certain real estate mortgages and
of 1% of certain properties’ assessed value

. These Urban Tax Subsidies are reflected in Tax

Expénses, and Changes 1 i ese funds are recognized as revenue, based upon the reported

In 1980, the State en a series of taxes, portions of which are deposited in the Metro Mass
Transportation Operating Account (MMTOA), to fund the operating deficits of State mass transportation
systems. MMTOA taxes currently include a business privilege tax imposed on petroleum business in the
State, a one-quarter of 1% sales and use tax on certain personal property and services, a corporate
franchise tax imposed on transportation and transmission companies, and a temporary franchise tax
surcharge on certain corporations, banks, insurance, utility, and transportation companies attributable to
business activity carried on in the State. MMTOA taxes are subject to annual appropriation, availability
of sufficient tax collections, and determination of operating need by the State for the MTA. They are
recognized as revenue in the amount of the annual appropriation when such appropriation becomes
effective.
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Under New York State law, subject to annual appropriation, the MTA receives operating and capital
assistance through a portion of petroleum business tax receipts, certain motor fuel taxes, and certain
motor vehicle fees, which are collected by the State. Such assistance is required by law to be allocated,
after provision for debt service on any bonds secured by such taxes, 85% to the Authority and 15% to
the commuter railroads for their operating and capital needs. MTA Dedicated Tax Fund Bonds (DFT
Bonds) are secured by certain petroleum business tax receipts. The Authority recognizes such sources of
funds when designated by the MTA for the Authority’s use. A portion of the petroleum business tax
receipts collected by the MTA is used to satisfy the debt service requirements for the DTF Bonds and is
recorded as capital contributions.

Metropolitan Commuter Transportation Mobility Tax — In June 2009, Chapter 25 of the Laws of
2009 added Article 23, which established the Metropolitan Commuter Transportation Mobility Tax
(MCTMT). This tax is administered by the NYS Tax Department proceeds from this tax are
distributed to the MTA. This tax is imposed on certain employ ployed individuals

engaging in business within the Metropolitan Commuter Transp i (MCTD), which

ockland, Nassa ffolk, Orange, Putnam,
Duchess, and Westchester. This tax requires certain employers that have payroll'expenses within the
MCTD to pay at a rate of 0.34% of an employer’s | expenses for all covered employees for each
calendar quarter. The effective date of this tax wa ZOO%mployers other than public
schools districts; September 1, 2009 for public schools ctsyand January 1, 20094or individuals.
Also in 2009, several amendments to the existing tax law provided the MTA supplemental revenues to
be deposited into the MTA’s Aid Trust unt. These amendments imposed a supplemental fee of one
dollar for each six month period of validit learner’s permit or.a driver’s license issued to a person
residing in the MCTD, a supplemental fee of twenty=five dollars per year on the registration and
renewals of registrants of motor vehicles who reside withimnithe MCTD, imposed on taxicab owners a tax
of fifty cents per ride on taxicab rides originating in New Y- ity’and terminating within the MCTD,

and a supplemental tax o ent of the co rentals of automobiles rented within the MCTD.
The supplemental Aid Fax rec re included 1

he Mobility Tax amounts for reporting purposes.
The composition of New York State tax-supported subsidies for 2014 and 2013 is as follows (in
thousands)

P{oleum business tax* \

Metro mass tax
Payroll Mobility, tax

Accrued Revenue
2014 2013

$ 268,057 $ 217,069
1,035,757 1,002,907

1,337,480 1,387,171
$2,641,294 $2,607,147

* Net of $286,959 and $296,578 for debt service payments in 2014 and 2013, respectively.
Paratransit — Pursuant to an agreement between The City and the MTA, the Authority, effective

July 1, 1993, assumed operating responsibility for all paratransit service required by the Americans with
Disability Act of 1990. Services are provided by private vendors under contract with the Authority. The
City reimburses the Authority for the lesser of 33% of net paratransit operating expenses defined as
labor, transportation, and administrative costs less fare revenues and 6% of gross urban tax proceeds as
described above, or an amount that is 20% greater than the amount paid by The City for the preceding
calendar year. Fare revenues and The City reimbursement aggregated approximately $194.1 million in
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2014 and $186.1 million in 2013. Total paratransit expenses, including paratransit service contracts,
were $455.0 million and $450.1 million in 2014 and 2013, respectively.

Operating and Non-operating Expenses — Operating and non-operating expenses are recognized in
the accounting period in which the liability is incurred. All expenses related to operating the Authority
(e.g. salaries, insurance, depreciation, etc.) are reported as operating expenses. All other expenses (e.g.
interest on long-term debt, fuel hedge transactions, etc.) are reported as non-operating expenses.

Reimbursement of Expenditures — Engineering and labor costs incurred by the Authority for capital
projects are reimbursed under the capital program by the MTA to the extent that they relate to approved
expenditures applicable to capital projects primarily initiated after Apri 2. They are reimbursed
by The City to the extent they relate to amounts approved for prior projects. In 2014 and 2013,
reimbursements were netted against gross operating expenses on olidated statements of
Revenues, Expenses, and Changes in Net Position.

Fare and Service Reimbursement from the State and
the Authority for the full costs of the free/reduced fare
State and The City each began paying $45 million num to the Authority toward the eost of the
program. In 2009, the State reduced their $45 million urseI:M $6.3 million. Beginning in 2010,
the State increased their annual commitment to $25.3 m1 whi City’s annual commitment
remained at $45 million. These commitments have been met by both the State and The City for both
2013 and 2014. As of December 31, 201 e Authority collected$70.3 million from the State and The
City.

= In 1995, The City ceased reimbursing
gram for students. Beginning in 1996, the

Prior to April 1995, The City was obligated to.reimburseithe Authorifr the transit police force. As a
result of the April 1995 merger of the transit police fofee il\y York City Police Department,

The City no longer reimb Authority fo costs of p ng the Transit System on an ongoing
basis since policing of thmstem is being carried out by the New York City Police Department
at The City’s expenset The Authority continues to be responsible for certain capital costs and support
services related to §uch police activities, a portion of which is reimbursed by The City. The Authority

i 5.4millionin 2014 and 2013, respectively for the

and U.S. Treasury zero-coupon bonds. All investments are held by the MTA’s agent in custody accounts
in the name of the MTA.

Due to/from M tituent Authorities — Due to/from MTA and constituent Authorities
consists of reimburs due from the MTA Capital Program for billed and unbilled charges relating
to capital projects, fargeards and intercompany operating receivables, payables, and inter-agency loan
transactions.

Prepaid Expenses and Other Current Assets — The Authority prepaid $16.9 million to the New York
Health Insurance Plan (NYSHIP), $26.5 million in risk management related insurance coverage, and
$3.2 million to the NYC Water Board during 2014. The Authority prepaid $15.8 million to the New
York Health Insurance Plan (NYSHIP), $7.0 million in risk management related insurance coverage,
and $5.5 million to the Authority’s prescription drug provider during 2013.

Due from MTA for Purchase of Capital Assets — Due from MTA for purchase of capital assets
consists of funds held by the MTA which are restricted for capital asset acquisitions by the Authority
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pursuant to the 2002 Transportation Revenue Bond Resolution. This capital program pool is comprised
of non-bond proceed funds derived from safe harbor and sale/leaseback transactions, operating fund
transfers, legal settlements, TBTA bond purchase rights and swap option agreements, and interest
earnings on these pooled funds.

Capital Assets — Capital assets acquired prior to April 1982 were funded primarily by The City, with
capital grants made available to the Authority. The City has title to a substantial portion of such assets
and, accordingly, these assets are not recorded on the books of the Authority. Subsequent acquisitions,
which are part of the capital program, are recorded at cost by the Authority. Funding sources for the
acquisition of these capital assets include Federal, State, and City capital grants, grants from the Port
Authority of New York and New Jersey, the proceeds from the issuanc nsportation Revenue
Bonds, and various TBTA bonding and other sources. Capital assets ate recorded at cost and are
depreciated on a straight-line basis over 25 or 35 years for subwa years for buses, and lives
generally ranging from 10 years to 60 years for the other capit . includes capitalized interest
apportioned to assets during construction. For the purposes of t interest expense is
reported net of investment income.

Contributed Capital — Capital assets contributed e MTA

d restricted funds due from the MTA
for the purchase of capital assets are recorded as hﬂ the consolidated statements of
Revenues, Expenses, and Changes in Net Position. Con itakis recognized 4ipon identification
of capital costs to be funded by the MTA. Capital contributions for the years ended December 31, 2014
and 2013, consist of the following (in th‘ands):

2014 2013
Capital assets contributed by MTA from: ,
Federal grants y $1,094,563 $ 757,708
Other than federal gt 1,301,812 1,793,465
Capital assets contfibuted by MTA for WTC disaster
replacement ) 17 3

Petroleum business t ived for principal and

286,959 296,578

(783,107) (787,101)
Increase/(decrease
%pital assets
Operating transfers to al Program for Tropical
Storm'Sandy expenditures - (140,937)

50,627 (165,926)

$1,950,871 $1,753,790

Passenger Revenue evenues from the sale of farecards are recognized as income as the farecards
are used and are reported as operating income.

Materials and Supplies — Materials and supplies are recorded at weighted average cost, net of a
reserve for obsolescence.

Employee Benefits — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by
Sate and Local Governmental Employers as amended by GASB Statement 50, which establishes
standards for measurement, recognition, and display of pension expense and the related accounting for
assets, liabilities, disclosures, and required supplementary information, if applicable. The Authority has
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adopted this standard for its pension plans. Pension cost is required to be measured and disclosed using
the accrual basis of accounting. Annual pension cost should be equal to the annual required
contributions (ARC) to the pension plan, calculated in accordance with certain parameters.

In 2003, and as a result of collective bargaining, the Authority assumed responsibility for providing
health benefits to its employees who are members of the TWU Local 100, as well as to retirees who
were members of the TWU Local 100 and reach normal retirement age while working for the Authority.
During 2005, the Authority also began providing health benefits for active and retired members of the
ATU Local 1056 and Local 726. Previously, these benefits were being provided by the TWU and ATU
Health Benefits Trusts (the Trusts) with the Authority required to make monthly contributions to the
Trusts on behalf of the participants on a ‘pay as you go’ basis. The maj the benefits provided
under the plan are self-insured with administrative services provide various health insurance
companies.

The Authority has recorded a liability for claims incurred but not reporte R). The liability
represents those estimated future payments that are attributableyunder the pl provisions, to services
rendered to participants prior to year end. The estimated liability of claims includes'benefits expected to
be paid to retired or terminated employees or their iari d present employeesyortheir
beneficiaries, as applicable. The estimated liabili i ksbut not reported or paid is

, respectively.

In June 2004, the GASB issued Statement.No. 45, Accounting and\Financial Reporting by Employers
for Postemployment Benefits Other Than ions. This Statement establishes standards for the
measurement, recognition, and display of OPEB expense / expenditures and related liabilities (assets),
note disclosures, and if applicable required supplementary: informati(ﬁSI) in the financial reports of

state and local governmental employers. In June 2005 GA Statement No. 47, Accounting for
Termination Benefits. Thi ent establishe ounting standards for termination benefits. For
termination benefits provide h an existing defined benéfit OPEB plan, the provisions of this

Statement should bedmplemented simultaneously
Authority has adopted these standards for its Postempleyment Benefits Other Than Pensions.

the provisions of GASB St ent No. 49, Accounting and Financial Reporting for Pollution
Remediation ©bligations (see Note 16). An operating expense provision and corresponding liability
measured at current value using the expected cash flow method has been recognized for certain pollution
remediation obligations, which previously may not have been required to be recognized, have been
recognized earlier i past or are no longer able to be capitalized as a component of a capital
project. Pollution re ion obligations occur when any one of the following obligating events takes
place: the Authority ig'in violation of a pollution prevention-related permit or license; an imminent threat
to public health due to pollution exists; the Authority is named by a regulator as a responsible or
potentially responsible party to participate in remediation; the Authority voluntarily commences or
legally obligates itself to commence remediation efforts; or the Authority is named or there is evidence
to indicate that it will be named in a lawsuit that compels participation in remediation activities.

Use of Management’s Estimates — The preparation of consolidated financial statements in conformity
with accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions. These estimates and assumptions affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
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statements. In addition, they affect the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from these estimates and assumptions.

CASH
Cash consists of the following at December 31 (in thousands):

Book Balance
2014 2013

Insured and collateralized deposits*
Less escrow and other restricted deposits

Commercially insured funds on-hand and in-transit

16,991  § 15,772
(923) (2,515)
39,077 33,281

§ 55,145 $ 46,538

* Deposits are insured up to FDIC limits of $250,000 at ember 31, 2014.

Deposits in the Authority’s bank accounts are coll ized by US. Treasury securitiespld.S. Treasury
notes, and U.S. Treasury zero coupon bonds, pursuant New, k State Public Authorities Law.
The on-hand and in-transit funds consist primarily of pas enrevenue funds collected, but not yet

deposited.
MTA INVESTMENT POOL ‘

The MTA, on behalf of the Authority, invest
Authority’s operations, in securities permitted
agreements collateralize

nds whichrare not iﬂ&ately required for the
thorities Law, including repurchase
Hzasury sec ry notes, and U.S. Treasury zero
coupon bonds. All inve$§tments 1d by the MTA’s agent, in custody accounts, in the name of the
MTA. The Authority records its pesition in the Pool'based upon a net asset value derived on assets
invested in the Pool plu ealized income and lossesf€arned. Unrealized appreciation, which is not
significant to the Authori
consolidate i
$0.6 million an

December 31, 2014 an
mi , tespectively.

ears ended December 31, 2014 and 2013, respectively. As of
rity had an investment pool balance of $287.1 million and $92.2

-30 -

Master Page # 381 of 476 - Audit Committee Meeting 4/29/2015



CAPITAL ASSETS

Capital assets, at December 31, 2014 and 2013, consist of the following (in thousands):

December December
2013 Additions Deletions 2014

Subway cars $ 9,015,135 $ 429,918 $ - $ 9,445,053
Buses 2,131,881 33,526 - 2,165,407
Track and structures 11,040,404 585,799 - 11,626,203
Depots and yards 4,000,999 100,317 - 4,101,316
Stations 13,497,098 1,777,155 - 15,274,253
Signals 5,166,628 - 5,463,688
Service vehicles 200,891 - 317,729
Building 169,912 - 169,912
Other 2,367,565 ,203) 2,417,223
Under construction* 4,030,872 - 3,300,581

51,621,385 (2,203) 54,281,365

Less accumulated depreciation (15,496,268) 6) 2,203 (17,012,551)
$ 36, 17 $ 1,143,697 $ - $ 37,268,814
* Assets under construction are non-depreciable. r
Decemb ’ December
2012 Additions Deletions 2013
Subway cars 9,015,135 $ - $ - $ 9,015,135
Buses 104,427 - 2,131,881
Track and st 423,286 (12,757) 11,040,404
Depots an 291,368 (19,338) 4,000,999
Station§ 1,269,821 (2,129) 13,497,098
Siﬁ‘ 86,105 - 5,166,628
Sérvice vehicles 10,832 - 200,891
Building 169,912 - - 169,912
Other 2,371,233 16,076 (19,744) 2,367,565
Under const 3,417,003 632,827 (18,958) 4,030,872
48,859,569 2,834,742 (72,926) 51,621,385
Less accumulated depreciation (14,112,514) (1,416,111) 32,357 (15,496,268)
$ 34,747,055 $ 1,418,631 $ (40,569) $ 36,125,117

* Assets under construction are non-depreciable.

Capitalized interest totaled $8.1 million and $7.6 million in 2014 and 2013, respectively.
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In 1990, the Authority issued approximately $202.8 million of Transit Facility Revenue Bonds, Series
1990 to fund the acquisition of an office building located at 130 Livingston Street in Brooklyn, New
York. The bonds were subsequently defeased in May 2002 by the MTA Transportation Revenue bonds.
The property is located on land owned by the New York City Economic Development Corporation
(NYC EDC), as trustee for The City, with whom the Authority has entered into a 99-year ground lease.
In 2011, the ground lease between the MTA and NYC EDC for Livingston Street was renegotiated with
monthly lease payments increasing from approximately $47,000 to $111,000 per month. Rent expense,
on a cash basis, under the lease was approximately $1,330,000 in 2014 and 2013.

Lease Transaction — In July 1998, the MTA, the Authority and TBTA authorized and entered into a
lease and related agreements whereby each agency, as a sublesee, rents ace at Two Broadway in
lower Manhattan. The triple-net-lease has an initial stated term of ap imately 50 years, with the right
to extend the lease for two successive 15-year periods at a rental t 95% of fair market rent.
Remaining payments under the lease approximate $1.2 billion. leases, the lease is
apportioned as follows: the Authority, 68.7%, MTA, 21%; owever, the involved
agencies have agreed to sub-sublease space from one ano sfy actual occupancy
needs. The agencies will be responsible for obligationsdinder the lease based on'such actual occupancy
percentages. Actual occupancy percentages at Dec 31, 2014, for the Authority, TBTA and MTA
(including MTA Bus, MTA Connections, MTA Capi strucN)mpany and MTA Business
Service Center) were 64.7%, 9.4% and 25.9%, respectiv The'Authority’s subleas€ is for a year-to-
year term, automatically extended, except upon the giving of a nonextension notice by the Authority.

The lease is comprised of both operating‘pi‘[al elements, with the portion of the lease attributable
to the land recorded as an operating lease, and the portion of the lease attributable to the building
recorded as a capital lease. Operating rent expenses under'the Authority’s sublease amounted to

respectivey
1, 2014 will continue, the future minimum lease

Operating Capital

$ 6,373 $ 10,017
6,373 10,017
6,373 10,017
6,373 10,017
2019 6,373 11,581
2020-2024 31,863 59,594
2025-2029 31,863 69,861
2030-2034 31,863 87,042
2035-2039 31,863 101,702
2040-2044 31,863 112,508
2045-2049 22,301 85,190
Total minimum lease payments $ 213,481 567,546

Less imputed interest (403,937)
Present value of net minimum lease payments § 163,609
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The adjusted capital lease for the aforementioned building is being amortized over the remaining life of
the lease. The cost of the building and related accumulated amortization at December 31, 2014 and
2013, is as follows (in thousands):

2014 2013
Capital lease — building $114,489 $114,489
Less accumulated amortization (38,181) (35,769)
Capital lease — building — net $ 76,308 $ 78,720

e amount of $328.2 million and

In July 1999 and 2000, the MTA issued Certificates of Participation i
i certain other tenant

$121.2 million, respectively, to finance the renovation of the buil
improvements (see Note 9).

The amount of such improvements apportioned to the Au 1,2014 and 2013 are

as follows (in thousands):

2014 2013
Base building improvements $ 134,394 $ 134,394
Tenant improvements 130,792 130,792
Furniture and fixtures ‘ 11,434 11,434
Computers and equipment 10,781 10,781

Development fees , 6,893 6,893

Capitalized interest 13,702 13,702
A , 307996 307,996

(198,514)  (195,289)

Less accumulated‘depreciation

Total leasehold improve s $ 109,482 $ 112,707

ASSj‘ IMPAI TED EXPENSES
C

O tober 29, 2012, Tro dy made landfall just south of Atlantic City, New Jersey, as a
post-tropicalicyclone. The accompanying storm surge and high winds caused widespread damage to the
physical transportation assets operated by the Authority. The Authority expects to recoup most of the
costs associate the repair or replacement of assets damaged by the storm over the next several
years from a com i

As of December 31, 2014, the impairment losses to the Authority’s assets (based upon estimates of the
extent of impairment of the historical or “book value” of affected assets) are estimated to be $381.8
million inception to date. Other costs associated with the storm included repair and clean-up expenses,
which are also included in “Asset impairment and related expenses”. For the years ended December 31,
2014 and 2013, storm related repair and clean-up expenses were $5.2 million and $39.1 million,
respectively. Funds received from the Federal Transit Administration (FTA) for storm related repair and
clean-up costs totaled $7.0 million and $114.8 million in 2014 and 2013, respectively.

The Authority will recognize insurance proceeds for Tropical Storm Sandy-related losses in future
periods when such proceeds are estimable and all related contingencies are removed.

-33 .-

Master Page # 384 of 476 - Audit Committee Meeting 4/29/2015



As noted, federal governmental assistance programs are anticipated to cover many of the Sandy-related
costs associated with repair and replacement of assets damaged in the storm. The Disaster Relief
Appropriations Act (Sandy Relief Act) passed in late January 2013, appropriated a total of $10.9 billion
in Public Transportation Emergency Relief Program funding to the FTA to assist affected public
transportation facilities in connection with infrastructure repairs, debris removal, emergency protection
measures, costs to restore service and costs related to implementing resiliency measures against future
storms (hardening) at various facilities. The Sandy Relief Act also provided substantial funding for
existing disaster relief programs of the Federal Emergency Management Agency (FEMA).

Of the $10.9 billion amount, under the Sandy Relief Act, an initial tranche.of $2.0 billion has been

allocated by the FTA to affected state and local public transportation e the end of March 2013.
On March 6, 2013, the Secretary of Transportation announced that $194.0 million had been allocated to
MTA, representing principally reimbursements for costs associat reparing MTA’s system for

the storm and for restoring service post-storm; the FTA subseq
with the MTA obligating these funds. On March 29, 2013, the
remainder of the initial $2.0 billion. MTA was allocated n,of these monies,
bringing MTA's total allocation from the first $2.0 billion tranche of FTA Emergeney Relief funds to
$1.194 billion. On May 23, 2013, the FTA allocat additional $3.7 billion to our region’s
transportation providers. The MTA will receive $2.6 of thMional allocation bringing MTA’s
total allocation to $3.8 billion. The funds made available is additional allocation includes
$898.0 million set aside to help the MTA with resiliency projects to help ensure transit assets are better
able to withstand future disasters. FTA a val of specific grants'will need to be obtained prior to
MTA'’s actual receipt or expenditure of an hese allocated funds.

into a grant agreement
its allocations for the

Monies granted by FTA and FEMA to MTA for restoration.of specifﬂs(sets damaged in connection

with Tropical Storm Sandy are anticipated to be.reduced in or subject to reimbursement) to the
extent MTA also receiveqproceeds covering damagg to such specific assets.

EMPLOYEE BENEFITS

the New York City Employees’ Retirement System
(NYCERS), a cost-sh i ployer public employee retirement system (PERS) for
e yees of The City a i

defined benefit pension plan'with those of a defined contribution pension plan. NYCERS provides
pension benefits to retired e
cident benefits, cost-of-living adjustments, and death benefits subject to
requirements and other provisions. The NYCERS plan functions in
accordance with exis ew York State statutes and New York City laws and may be amended by
action of the State legislature. NYCERS issues a publicly available comprehensive annual financial
report that includes financial statements and required supplementary information. That report may be
obtained by writing to the New York City Employees’ Retirement System, 335 Adams Street,

Suite 2300, Brooklyn, NY 11201-3751.

satisfaction of cert

Funding Policy — The contribution requirements of Plan members and the Authority are established
and amended by law. The Authority’s contribution to NYCERS is actuarially determined. The current
rate is 25.3% of annual covered payroll. The Authority’s required contributions for NYCERS’s fiscal
years ending June 30, 2015, 2014, and 2013, were $707.2 million (estimated), $709.0 million, and
$696.7 million, respectively.
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For most Transit Authority employees hired prior to July 27, 1976, NYCERS is noncontributory.
Certain employees who entered qualifying service after July 27, 1976, commonly referred to as Tier 4,
contribute 3% of their salary (see Chapter 10 and 126 of the Laws of 2000 below).

55/25 and Age 57 Pension Elections— In 1994, hourly employees and certain operating supervisors
participating in the NYCERS plan were given the opportunity to elect the Transit 55/25 option, which
enabled such employees to become eligible for pension benefits upon reaching 25 years of service and at
least 55 years of age. Employees hired after July 26, 1994, in the above titles are mandated into the
Transit 55/25 option. All participants were required to make an additional employee contribution of
2.3%.

In 1995, managerial employees and certain other employees particip
given the opportunity to elect a 25 Year Early Retirement plan, w
become eligible for pension benefits upon reaching 25 years o
Managerial and certain other employees entering after June 28, dated into the Age 57

option. Legislation finalized in 2000 changed the 57/10 plan‘toall i ement after age 57 and
completion of five years of service (five-year vesting) ployees electing these options must contribute

an additional 2.85% of their gross salary.

Legislation passed in 1999 enabled elective participants € T\%S/ZS and the 25 Year Early
Retirement plans who, by age 62 would not have 25 years of allowable service with the Authority, to
withdraw from the applicable plan and r%back to their previous plan.

g in the NYCERS plan were
bled such employees to

and are summarized as follows:

For operating employees“ 2000): ,

Amendments enacted by State legislation in 2000 reflect the more rec?signiﬁcant changes to the plan

ed in the Transit 55/25 plan, except those who are

e As of October 1,
years of credited

For retired members (Chapter 125 of the Laws of 2000):
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e Automatic COLAs. The COLAs apply to retired members as follows:

Retired or Receiving

Retirees at Least Age Benefits for at Least
62 5 years

65 10

Disabled retirees 5
Accidental death beneficiaries 5

o Initial COLA payable September 30, 2000 based on the first $18,00 e maximum retirement

allowance.
e Thereafter, annual COLAs of 50% of the increase in the co index (CPI), but not less
than 1% or more than 3% of the first $18,000 of maximum reti ance will be payable.

A for retirees, were reflected in the actuarial

The Plan adopted several amendments during 2002 as a It ofkiegislation. Amendments include
changes to the definition of active service for Tier 1 and Tier 2 members, extension of the phase in
period from five years to ten years for funding liabilities created by the benefits provided by Chapter 125
of the Laws of 2000 and increases in ac‘;&disability benefits for, Tier 3 and Tier 4 members.

These benefit enhancements, as well as the automatic
valuation beginning with the June 30, 2000 valuatio

During 2006, pursuant to legislative amendment, the NYEERS Plan ycted significant changes in

actuarial assumptions used to determine employer contributi The'more salient changes were the
adoption of new demographi umptions, the 1 yion method changed from a five-
year moving average to ich had the effect of smoothing 2001-2003 investment losses, and
the shortening of the amortization period for the 2000 COLA. In addition, the One-Year Lag
Methodology was adopted, which , payroll data to determine the June 30, 2006,

employer contribution.

islation (Chapter 734 of the Laws of 2006 and
ent and former members of the ATU 726/1056 and the TWU
lated balance of additional member contributions (AMC)

refund of'such contributions! Beginning in the first quarter of 2008, current and former members of the
TSO Local 106 were also allowed to receive a refund of their additional member contributions. Refunds

through Decembe

In March 2012, pursuant to Chapter 18 of the Laws of 2012, individuals joining NYCERS or the
MaBSTOA Pension Plan on or after April 1, 2012 will be subject to the provisions of Tier VI. The
highlights of Tier VI include:

¢ Increases in employee contribution rates. The rate varies depending on salary, ranging from 3% to
6% of gross wages. Contributions are made until retirement or separation from service.

e The retirement age increase to 63 and includes early retirement penalties, which reduce pension
allowances by 6.5 percent for each year of retirement prior to age 63.
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Vesting after 10 years of credited service; increased from 5 years of credited service under Tier III
and Tier IV.

Adjustments of the Pension Multiplier for calculating pension benefits (excluding Transit Operating
Employees): the multiplier will be 1.75 percent for the first 20 years of service, and 2 percent
starting in the 21% year; for an employee who works 30 years, their pension will be 55 percent of
final average salary under Tier VI, instead of 60 percent under Tier IV.

Adjustments to the Final Average Salary (FAS) Calculation: the computation changed from an
average of the final 3 years to an average of the final 5 years. Pensionable overtime will be capped at
$15,000 per year plus an inflation factor.

Pension buyback in Tier VI will be at a rate of 6% of the wa during the period of

te of payment.

Pursuant to Chapter 3 of the Laws of 2013, various actu i ods were adopted as

. Major provisions include:

late%oyer contributions was reduced to

ension loans was re(h&ed to 6% effective July 1, 2011;

The Actuarial Interest Rate used by the Actua
7% (previously 8%) until June 30, 2016;

The interest rate for Tier III, IV and

The Funding Method used by the Actua
Frozen Initial Liability Method to the En
funding benefits over members’ working 1

tocalculate employer ibutions was changed from the
Age Cost hod, a method generally predicated on

A
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Actuarial Assumptions— The more significant actuarial assumptions and methods used in the
calculation of employer contributions to NYCERS for the plan’s fiscal years ended June 30, 2014 and
2013, are as follows:

Valuation Dates June 30, 2012 (Lag)™ June 30, 2011 (Lag)""

Actuarial cost method Entry age Entry age

Amortization method for Unfunded
Actuarial Accrued Liabilities (UAAL)
Initial Unfunded Increasing dollar reasing dollar
Post-2010 Unfundeds Level dollar

Remaining amortization period
Initial Unfunded
Post-2010 Unfundeds

-years for reestablished UAAL

Actuarial Asset Valuation Method (AAVM) six-year moving average
of market values with a "Market
Value Restart",as of June 30, 2011.
The June 30,2010 AAVM is
defined to recognize Fiscal year

2011 investment performance.

Assumed rate of return on investments Wr annum,(z) 7.0% per annum,(z)
investment expenses net of investment expenses
Postretirement mortality Tables adopted by Beard of [, Tables adopted by Board of
T es during F 2. Trustees during Fiscal Year 2012.

Active service, withdrawa

Nty,
service retirement

pted by Board of Tables adopted by Board of
uring Fiscal Year 2012.  Trustees during Fiscal Year 2012.

erit and promotion In general, merit and promotion
plus assumed general increases plus assumed general
crease of 3.0% wage increase of 3.0%

per annum(z) per annum(z)

Salary increases

(!Os!-of-living adjustments®

) Under the One
following fiscal

1.5% per annum for Tier 1, Tier 2 1.5% per annum for Tier 1, Tier 2
and Tier 4. and Tier 4.
2.5% per annum for Tier 3. 2.5% per annum for Tier 3.

dology, the actuarial valuation determines the employer contribution for the second
, 2012 valuation data used for fiscal year June 30, 2014 contribution).

@ Developed assuming g-term consumer price inflation assumption of 2.5% per year.

NYCERS adopted GASB Statement No. 67, Financial Reporting for Pension Plans, for the year ended
June 30, 2014. As a result, modifications were made to certain actuarial assumptions used in determining
the total pension liability in order to conform with the provisions of GASB Statement No. 67. Such
changes included the determination of projected benefit payments, the use of a single discount rate, and
the sole use of the entry age actuarial cost method. The Authority’s required contribution for the year
ended June 30, 2014 was not affected by the adoption of GASB Statement No. 67.
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Manhattan and Bronx Surface Transit Operating Authority

Plan Description — The Authority contributes to the Manhattan and Bronx Surface Transit Operating
Authority (MaBSTOA) Plan, a single employer governmental retirement plan. MaBSTOA provides
retirement, disability, and death benefits to plan members and beneficiaries which are similar to those
benefits provided by NYCERS to similarly situated Transit Authority employees. Article 12.08 of the
MaBSTOA Plan assigns the authority to establish and amend the benefit provisions to the MaBSTOA
Board. MaBSTOA issues a publicly available financial report that includes financial statements and
required supplementary information for the plan. That report may be obtained by writing to MaBSTOA
Pension Plan, New York City Transit Authority, Operations Accounting, 2.Broadway, 10th Floor, New
York, NY 10004.

Funding Policy — The contribution requirements of plan membe ablished and may be amended
TOA Plan. MaBSTOA’s
funding policy for periodic employer contributions is to provide determined amounts that
are designed to accumulate sufficient assets to pay benefi Cti TOA’s policy to fund,

at a minimum, the current year’s normal pension cost amortization of the unfunded actuarial

accrued liability. h
The Authority’s contributions to the MaBSTOA Plan fo yeafs ended December 31, 2014, 2013, and
2012, were $226.4 million, $234.5 million, and $228.9 million, respectively, equal to the annual
required contributions for each year. Dufing 2006, the Authority made additional contributions totaling
$100.3 million to the Plan. The $100.3 mi contributions had the effect of reducing the net pension
obligation of $54.9 million at December 31;2003, toyzero and recogr?g a deferred pension asset of

d

$47.5 million at December 31, 2006. The amortized valuéwef this deferred pension asset was

$33.8 million at December 31, 2014. Y
oncontributory requirements depending on the date

For employees, the Plan mmbutory an

of entry into service.Employees entering qualifyingservice on or before July 26, 1976, are
non-contributing (Tiers:1 and 2). ain employee entering qualifying service on or after July 27,
1976, are required to con salary (Tiers 3 and 4). See 2000 Plan amendments.

The MaBS and IV 62/5 Plan, Transit 55/25 Plan, the 25 Year
Early Retirement Pla n, and the 2000 amendments under the same terms and
tions as NYCERS. iti was adopted for members hired on or after April 1, 2012.

The MaBSTOA Plan also adopted the legislative provisions of Chapter 379 regarding the refunding of
additional member contrrbut1 ns for certain TWU Local 100 and TSO Local 106 employees Refunds of

$0.5 million in 20
contributions amoun

nd 2012, respectively. Inception to date gross refunds of employee
approximately $23.6 million through December 31, 2014.

In a recent development, NYCERS had determined that the Tier [V segment of operating employees are
and have been eligible for a post retirement death benefit retroactive to 1986. Since NYCERS has
implemented this change as to applicable Transit Authority employees, the MaBSTOA Plan, which is
patterned after the NYCERS Plan, was amended during 2012 to provide the same death benefits. This
postretirement death benefits provision increased the unfunded actuarial accrual liability by
approximately $5.6 million and the employer contribution payable at December 31, 2012 by

$11.0 million. Total postretirement death benefits paid during 2014 and 2013 were $4.4 million and $1.4
million, respectively.
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The cost of additional benefit enhancements to the Plan will be funded by an increase in the employer’s
normal contribution rate.

Annual Pension Cost and Net Pension (Asset) Obligation — The Authority’s annual pension cost and

net pension (asset) obligation for MaBSTOA for the years ended December 31, 2014 and 2013, were as
follows (in thousands):

201 013

Annual required contribution
Interest on net pension asset
Adjustment to annual required contribution

226374  $ 234,474
(2,489) (2,618)
4,267 4,462

Annual pension cost 228,152 236,318

Contributions made . 374) (234,474)
Decrease in net pension asset 1,778 1,844

Net pension asset — beginning of year x (35,560) (37,404)

Net pension asset — end of year ‘ $ (33,782) $ (35,560)

The Authority’s annual pension cost, the pereentagéof annual pensio t contributed, and the net
pension asset for the current year and each of the two preceding yearsin thousands):

Percentage of

AR

APC Net Pension
Year Ending Contributed Asset
12/31/2014 99.2 % $(33,782)
12/31/2013 236,318 99.2 (35,560)
12/31/20 230,800 99.2 (37,404)
lexthority’s fundin i ion as of December 31, 2014, is as follows (in millions):
Accrued (UAAL)
Liability As a
Actuarial (AAL) Unfunded Percentage
Valuation Initial Entry (AAL) Funded Covered of Covered
Date Age (UAAL) Ratio Payroll Payroll
(b) (b-a) (a/b) (c) ((b-a)/c)
1/1/14 $ 2,028.0 $2,892.6 $ 864.6 70.11 % $ 6164 140.3 %

The schedule of funding progress, presented as Required Supplementary Information (RSI) following
the notes to the consolidated financial statements, present multiyear trend information about whether the

actuarial value of plan assets are increasing or decreasing over time relative to the actuarial accrued
liability for benefits.
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Actuarial Assumptions— There were no changes to the January 1, 2014 actuarial valuation from the
prior year.

The January 1, 2013 valuation reflects the adoption by the Authority of the January 1, 2006 — December
31, 2011 Experience Study. The experience study modified demographic assumptions such as the rates
of withdrawal, retirement and disability as well as economic assumptions such as the salary increase and
cost-of-living assumptions to better reflect anticipated experience.

In addition, the interest rate assumption was reduced from 7.5% on a gross basis to 7% on a net basis, as
the explicit investment expense assumption was eliminated and assumed to be covered by investment
income.

These changes increased the unfunded actuarial accrued liability
amortized over 10 years. The employer contribution payable i
December 31, 2013.

5 million, which is being
0.2 million as of

N .
terest rate assumption from 8% to 7.5% as
assume longer life expectancies for
These changes inereased the

The January 1, 2012 valuation reflected a change to th

"\
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The more significant actuarial assumptions and methods used in the calculation of employer
contributions to the MaBSTOA Plan for the years ended December 31, 2014 and 2013, are as follows:

Valuation Dates January 1, 2014

Actuarial cost method Frozen initial liability'”

Amortization method for UAAL 30-year level dollar
Period closed or open Closed

Market value restart as of 1/1/96, then
five-year moving average of
market values

Actuarial asset valuation
method

@

Interest rate 7.0% per annum ) net of expenses

Two-year average of administrative
charges added to the normal cost

Provision for expenses

Deaths after retirement Tables based on recent experi

Separations other than for

normal retirement Tables based on recen

Rates of normal retirement Tables based on recent exper

Salary increases

plus assu

employees per year, depending on
years of servic

Overtime

In general, merit and promotion increases
eneral wage increases of

g
3.5% to 1‘%0perating employees
and 4.0% to7.0% fornonoperating

January 1, 2013
Frozen initial liability""
30-year level dollar
Closed

Market value restart as of 1/1/96, then
ar moving average of

2
% per annum'®, net of expenses

ar average of administrative
dded to the normal cost

Tables based on recent experience

Tables based on recent@xperience
bles based on regent experience

In general, merit and promotion increases
plus assumed general wage increases of
3.5% to 15.0% for operating employees
and 4¢0% to 7.0% for nonoperating

oyees per year, depending on
ars of service

Except for managerial employees,

8.5% of base salary for operating
employees and 2.0% of base salary for
nonoperating employees, with
different assumptions used in the year
before retirement

)

Cost-of-livi 1.375% per annum :

) Undér this actuar
less than zero.
(

their beneficiari
of net position.

Certain Authority employees are participants in a second deferred compensation plan established in
accordance with Internal Revenue Code Section 401(k). Participation in the plan is available to all
nonunion and certain other employees. All amounts of compensation deferred under the plan, and all
income attributable to such compensation, are solely the property of the participants; accordingly, this
plan is not reflected in the accompanying consolidated statements of net position. The Authority is not
require to contribute to the plan.

-42 -

Master Page # 393 of 476 - Audit Committee Meeting 4/29/2015



OTHER POSTEMPLOYMENT BENEFITS

The Authority has implemented GASB Statement No. 45, Accounting and Financial Reporting for
Employers for Postemployment Benefits Other Than Pensions (GASB 45). This Statement establishes
the standards for the measurement, recognition, and display of Other Postemployment Benefits (OPEB)
expense/expenditures and related liabilities (assets), note disclosures, and, if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental employers.

Postemployment benefits are part of an exchange of salaries and benefits for employee services
rendered. Most OPEB have been funded on a pay-as-you-go basis and have been reported in financial
statements when the promised benefits are paid. GASB 45 requires state local government’s
financial reports to reflect systematic, accrual-basis measurement and gnition of OPEB cost
(expense) over a period that approximates employees’ years of servi d provides information about
actuarial accrued liabilities associated with the OPEB and to wh ogress is being made in

funding the plan.

Plan Description — The benefits provided by the Auth armacy, dental, vision
and life insurance, plus monthly supplements for Medicare Part B or Medicare supplemental plan
reimbursement and welfare fund contributions. Th of benefits providedwary by
employee type (represented employees versus manage its are provided upon retirement
as stated in the applicable pension plan (NYCERS and the MaBSTOA Plan). The Authority provides
benefits to some members if terminated within 5 years of attaining retirement eligibility.

The Authority participates in the New Yor Health Insurance Program (NYSHIP) to provide medical
and prescription drug benefits, including WMedicare,Part B reimbursements to many of its members.
NYSHIP provides a PPO plan and several O plans. Represented and other New York City Transit

benefits are provided eitha self-insur

The Authority is a pafticipating employer in NYS
writing to NYS Départment of Civi

In 2003 and

ATU Local 1056 and Loca
funds were dissolved.

valuation must be p d at least biennially. The most recent biennial valuation was performed for
the year ended December 31, 2013 and was performed with a valuation date of January 1, 2012. The
total number of plan participants as of December 31, 2014 receiving retirement benefits was 28,765.

During 2012, MTA funded $250 million into a Trust allocated between Headquarters and New York
City Transit. In addition, $50 million was funded during 2013 allocated between Long Island Railroad
and Metro-North Railroad. No Trust contributions were made in 2014. Under GASB 45, the discount
rate is based on the assets in a trust, the assets of the employer or a blend of the two based on the
anticipated funding levels of the employer. For this valuation, the discount rate reflects a blend of Trust
assets and employer assets. The assumed return on Trust assets is 6.5% whereas the assumed return on
employer assets is 3.5% resulting in a discount rate under GASB 45 of 3.75%, which is slightly lower
than the discount rate of 4% used in the prior valuation. This decrease is primarily due to the decrease in
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Treasury yields and thus, returns on employer assets since the prior valuation. The Authority’s transfer
to the Trust fund inception to date is $162.5 million. In determining the Actuarial Value of Assets, these
amounts were discounted to the valuation date at the interest rate assumption. These assets decreased
the Authority’s normal cost by approximately $15.3 million.

Annual OPEB Cost (AOC) and Net OPEB Obligation — The Authority’s annual OPEB cost
(expense) represents the accrued cost for postemployment benefits under GASB 45. Currently, the
Authority expenses the actual benefits paid during a year. The cumulative difference between the annual
OPEB cost (new method) and the benefits paid during a year (old method) will result in a net OPEB
obligation (the Net OPEB Obligation), included on the consolidated statements of net position. The
annual OPEB cost is equal to the annual required contribution (the AR djustments if a Net
OPEB Obligation exists and plus the interest on Net OPEB Obligati he ARC is equal to the normal
cost plus an amortization of the unfunded liability.

Actuarial Cost, Amortization Methods and Assumptions — the ARC, the Authority
has chosen to use the Frozen Initial Liability (the FIL Cos y one of the cost
methods in accordance with the parameters of GASB 45 The initial liability is ameortized over a 22-year
period. The remaining amortization period at Dece 31, 2014, is 15 years.

In order to recognize the liability over an employee’s ca an ;xl cost method/divides the present
value into three pieces: the part that is attributed to past yeats (the Accrued Liability or Past Service
Liability), the part that is being earned this year (the Normal Cost), and the part that will be earned in
future years (the Future Service Liability 1 the FIL Cost Methed, an initial past service liability is

determined based on the Entry Age Normal (EAN)Cost Method and istamiortized separately. This
method determines the past service liability for eachiindividual based( a level percent of pay. The

Future Service Liability is allocated based on the present v re compensation for all members
combined to determine the . ears, actu gains/losses will be incorporated into
the Future Service Liabil i rmal’Cost.

The Frozen Unfunded‘Acerued Liability is determined each year as the Frozen Unfunded Accrued

Liability for the prior ye h interest, reduced by the end-of-year amortization payment and
increased or d ished for the current year.

The difference betw resent Value of Benefits and the Frozen Unfunded Accrued
L‘iafity equals the Pres Normal Cost. The Normal Cost equals the Present Value of
Future' Normal Cost divide t value of future compensation and multiplied by the total of

contributions from t r year are considered an actuarial gain/loss and thus, are included in the
development of the Normal Cost. This methodology differs from the approach used for the pension plan
where the difference between the ARC and actual plan contributions from the prior year, if any, will
increase or decrease the Frozen Unfunded Accrued Liability and will be reflected in future amortization
payments. A different approach was applied to the OPEB benefits because these benefits are not
actuarially funded.

Valuation Date — The valuation date is the date that all participant and other pertinent information is

collected and liabilities are measured. This date may not be more than 24 months prior to the beginning
of the fiscal year. The valuation date for this valuation is January 1, 2012 which is 24 months prior to the
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beginning of the 2014 fiscal year. Census data for the next full valuation will be based on a valuation
date of January 1, 2014,

Inflation Rate — 2.5% per annum compounded annually.

Discount Rate — GASB 45 provides guidance to employers in selecting the discount rate. The discount
rate should be based on the estimated long-term investment yield on the investments that are expected to
be used to finance the benefits. If there are no plan assets, assets of the employer should be used to
derive the discount rate. This would most likely result in a lower discount rate and thus, liabilities
significantly higher than if the benefits are prefunded. In recognition of the decrease in short-term
investment yields partially offset by the establishment of a trust, the dis ate for this valuation has
been lowered from 4.0% to 3.75%.

costs due to the Affordable Care Act (ACA) passed into law.in excise tax for high cost
health coverage or “Cadillac” health plans was included i i evies a 40% tax on the
value of health plan costs that exceed certain threshol r singlé coverage or family coverage. If,
between 2010 and 2018, the cost of health care ins e than 55%, the threshold for the
r&gding, but not limited to, the
nsurance Progrant'fee, and the Health
Insurer fee) associated with the initiation of health exchanges in.2014.

The OPEB-specific actuarial assumption&in the most recent biennial valuations are as follows:
Valuation date January 1,2012

Actuarial cost method nitial Liability
Discount rate 4
Price inflation ‘ % per annum, compounded annually

Per-Capita retiree eontributions *
Amortization method . Frozen Initial Liability

Amortization period 15 years
Period closed or open y Closed
* In géneral, all for by the Authority.
Actuarial valuation involv e value of reported amounts and assumptions about the

probability of events far into the future, and that actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the future.

under age 65 is a co ractice. Health costs generally increase with age, so the blended premium
rate is higher than the frue underlying cost for actives and the blended premium is lower than the true
underlying cost for retirees. For retirees, this difference is called the implicit rate subsidy. Since GASB
45 only requires an actuarial valuation for retirees, it requires the plan sponsor to determine the costs of
these benefits by removing the subsidy. However, a plan sponsor may use the premiums without
adjustment for age if the employer participates in a community-rated plan, in which the premium rates
reflect projected health claims experience of all participating employers, or if the insurer would offer the
same premium rate if only non-Medicare-eligible retirees were covered.

Based on a 2006 report from the Department of Civil Service of the State of New York regarding
recommended actuarial assumptions used for New York State/SUNY’s GASB 45 valuation sent to all
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participating employers, it stated that the Empire Plan of NYSHIP is community-rated for all
participating employers. Each MTA Agency participating in NYSHIP is no more than approximately
1%, and in total, the MTA is approximately 3% of the total NYSHIP population. Thus, we believe that
the actual experience of the MTA will have little or no impact on the actual premium and, that it is
reasonable to use the premium rates without age adjustments as the per capita claims cost.

The medical and pharmacy benefits provided to TWU Local 100, ATU 1056 and ATU 726 represented
Transit members are self-insured as well as some Pre-NYSHIP Transit members. For these benefits, we
developed per capita claims cost relativity factors that varied by benefit, age and gender for retirees of
the TWU Local 100, ATU Local 726 and ATU Local 1056 unions for 2012. These were then combined
to match the aggregate claim experience provided by the Authority and Claims were increased by
an incurred versus paid claim adjustment of 2.7% for health benefits (0.3)% for pharmacy benefits.
Finally, an administrative load was applied equal to 5.8% for Empi S medical benefits, 3.8% for
United Healthcare medical benefits and 0.6% for pharmacy be

The following charts detail the monthly 2012 PCCCs use the valuation:

Empire Blue Empire Blue
Cross / United Cr / United
Blu d Healthcare

Blue Shield Healthcare Pharmac

Pharmacy

Age Male Emglogﬁes Female Employees

30-34 $481.70 $921.70 $141.22 $633.31 $1,211.79 $158.70
35-39 697.73 1,335.04 243.03 812.9 1,555.54 242.67
4044 825.11 1,578.78 853. 1,633.73 299.31
45-49 666.26 1,274.83 .19 1,372.28 280.55
50-54 607.73 2.84 8.21 1,221.16 269.44
55-59 71741 ,372.12 659.79 1,262.45 298.08
60-64 840.40 1,608.02 746.74 1,428.81 312.32
65-69 117.36 117.42 N/A 296.48
70-74 146.33 140.45 N/A 317.82
75-79 .85 165.16 N/A 330.96
80-84 187.84 N/A 33791
? 216.39 N/A 332.93

Female Dependents

30-34 $255.72 $489.29 $74.97 $350.22 $670.12 $87.76
35-39 1.98 577.82 105.18 382.82 732.50 114.27
4044 2 688.11 126.47 426.70 816.44 149.58
45-49 4 780.49 149.16 465.67 891.02 182.16
50-54 479 917.25 168.64 518.28 991.69 218.81
55-59 575.69 1,101.54 193.67 567.95 1,086.72 256.58
60-64 749.46 1,434.02 234.80 688.17 1,316.75 287.82
65-69 117.36 N/A 292.93 117.42 N/A 296.48
70-74 146.33 N/A 309.94 140.45 N/A 317.82
75-79 179.85 N/A 315.56 165.16 N/A 330.96
8084 207.25 N/A 318.11 187.84 N/A 33791
85+ 239.19 N/A 311.64 216.39 N/A 332.93

Medicare Part B Premiums — The Medicare Part B premium reimbursement was included in the 2012
premium for those members covered by NYSHIP. Medicare Part B reimbursements were assumed to
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have an annual trend of 5%. These trends were combined with the adjusted Getzen model trend to
determine a single weighted trend assumption. The weighting was based on an estimated liability basis.

Medicare Part D Premiums — GASB has issued a Technical Bulletin stating that the value of
expected Retiree Drug Subsidy (RDS) payments to be received by an entity cannot be used to reduce the
Actuarial Accrued Liability of OPEB benefits nor the ARC. Furthermore, actual contributions made
(equal to the amount of claims paid in a year if the plan is not funded) will not be reduced by the amount
of any subsidy payments received. Accordingly, the 2012 valuation excludes any RDS payments
expected to be received by the Authority.

Health Care Cost Trend Rates —For those retirees participating in
used for 2013 and 2014 was 1.7% and 5.0%, respectively. The hea re trend assumption is based on
the Society of Actuaries-Getzen Model version 12.2 utilizing the assumptions included in the

model, except real GDP of 1.8% for medical and pharmacy be . nal adjustments apply based

P, the trend assumption

NYSHIP benefits. These assumptions are combined with long-term assumptions‘fondental and vision
benefits (4%) plus Medicare Part B reimbursement: . The NYY SHIP trend reflects actual increases in
premiums through 2014. The NYSHIP trend is us age%s the non-reptresented employees
of MTA Bus. This trend also reflects dental and vision benefits plus Medicare Part Breimbursements.

For NYC Transit, this trend is weighted by liability with the'non-NYSHIP trend assumption. The
following lists the NYSHIP and non-NYWﬁend assumptions along with the resulting trends

assumed for Transit.

Transit
<65 >=65

Health Care Cost Trend Rates

Fiscal h NYSHIP

2012

4.8 % 4.6 %

5.4 48
5.8 5.8

5.7 5.7

5.6 5.6

/ 125 5.6
6.4 5.5 6.2 5.6

5 6.2 5.4 6.4 5.9

6.5 6.0 5.6 6.2 5.9

6.1 5.7 53 5.8 5.7

5.7 5.4 5.9 5.5 5.8

55 53 5.7 5.4 5.6

54 5.2 5.5 53 5.5

* Trend not applicable as actual 2013 premiums were valued
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Participation — The table below summarizes the census data provided by the Authority and utilized
in the preparation of the actuarial valuation. The table shows the number of active and retired
employees and provides a breakdown of the coverage elected and benefits offered to current
retirees.

OPEB Participation as of January 1, 2012

Active
Members

Number
Average Age
Average Service

Single Medical Coverage

Employee/Spouse Coverage
Employee/Child Coverage
No medical Coverage

Total Number
Average Age
Total Number \Fntal 5,534
Total Number with Vision 24,606
24,501
$30
5,129

that dosnot participa tails on coverage election rates can be found in NYC Transit
Se%\ IV of the valuat

Dependent €overage — Spouses aré assumed to be the same age as the employee/retiree. 85% of
male and 60%of female eligible members are assumed to elect family coverage upon retirement.
No children a
current retiree’s
coverage if the me
assumed.

articipates in NYSHIP (otherwise, 5 years) from the valuation date was

Demographic Assumptions:
Mortality — Preretirement and postretirement healthy annuitant rates are projected on a generational
basis using Scale AA, as recommended by the Society of Actuaries Retirement Plans Experience

Committee.

Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue collar
adjustments. No blue collar adjustments were used for management members of the Authority.
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Postretirement Healthy Lives— 95% of the rates from the RP-2000 Healthy Annuitant mortality table
for males with Blue Collar adjustments and 116% of the rates from the RP-2000 Healthy Annuitant
mortality table for females. No blue collar or percentage adjustments were used for management
members of the Authority.

Postretirement Disabled Lives— 75% of the rates from the RP-2000 Disabled Annuitant mortality table
for males and females.

Turnover and Retirement Rates — All demographic assumptions were based on assumptions utilized
in the 2013 actuarial valuations for the pension plans, with the exception of the mortality assumption.
The demographic actuarial assumptions (termination, retirement and di for NYCERS and
MaBSTOA members have been updated to reflect the NYCERS Feb 2012 Experience Study and
the MaBSTOA January 2014 Experience Study, respectively. Th RS assumptions significantly
decrease the expected number of terminations and retirements, ombined with all
assumption changes, increased the expected present value of:be imately 2.7%. These

Vestee Coverage — For members that participate i stees (members who,haye terminated,
but not yet eligible to retire) are eligible for NYS d by the Authority upon
retirement, but must maintain NYSHIP coverage at their se'from termination to retirement.

Vestees are assumed to retire at first eligibility and would continue to maintain NY SHIP coverage based
on the following percentages. This assurfiption is based on the Development of Recommended Actuarial
Assumptions for New York State/ SUN%% Valuation report provided to Participating

Employers of NYSHIP. These percentages were alsoyapplied to curreystees based on age at valuation

date.
PMe cting

- %
> 5
20
30
40
50
80
100
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The following table shows the elements of the Authority’s annual OPEB cost for the year, the amount
contributed, and changes in the Authority’s net OPEB obligation to the plan for the years ended
December 31, 2014 and 2013. The portion of this actuarial present value allocated to a valuation year is
called the Normal Cost. Calculations are based on the types of benefits provided under the terms of the
substantive plan at the time of each valuation and on the pattern of sharing costs between the employer
and plan members to that point. Calculations reflect a long-term perspective.

(In thousands) 2014 2013

Annual required contribution $2,447.512 $2,245,639
Interest on net OPEB obligation 3,734 235,489
Adjustment to annual required contribution ,184) (601,429)

7

Annual OPEB cost/expense 991,062 1,879,699
Contributions made » (325,602)

Increase in net OPEB obligation 1,638,389 1,554,097
Net OPEB obligation — beginning of year x 7,833,798 6,279,701
Net OPEB obligation — end of year \ $9,472,187 $7,833,798

The Authority’s annual OPEB cost, the percentage of.annual OPEB cost€ontributed, and the net OPEB
obligation for the years ending December 31,2014, 2013 and 2012 W%S follows (in thousands):

Percentage of
A ’ Annual OPEB

Annual Cost Net OPEB
Year Ending PEB Cost Contributed Obligation
12/31/2014 $1,991,062 17.7 % $9,472,187
12/31/20 1,879,699 17.3 7,833,798
12/3142012 1,688,931 27.2 6,279,701

The Authority’s funding progress information as of December 31, 2014 is as follows (in millions):

Actuarial

Accrued (UAAL)
Liability As a
Actuarial (AAL) Unfunded Percentage
Valuation Value of Initial Entry (AAL) Funded Covered of Covered
Date Assets Age UAAL Ratio Payroll Payroll
(a) (b) (b-a) (a/b) (c) ((b-a)/c)
1/1/12 $ 1594 $ 15,770.7 $ 15,6113 1.0 % $3,025.2 516.0 %

The required schedule of funding progress, presented as RSI following the notes to the consolidated
financial statements, present multiyear trend information about whether the actuarial value of plan assets
is increasing or decreasing over time relative to the actuarial accrued liability for benefits.
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10.

DUE TO MTA FOR REPAYMENT OF DEBT

Transit Facilities Revenue Bonds — Prior to December 31, 2002, the Authority recognized as a
liability in the accompanying consolidated statements of net position the portion of the bond proceeds
pledged to the Authority by the MTA for the acquisition of capital assets to the extent of the Authority’s
expenditure of such bond proceeds. As a result of the MTA’s bond restructuring during fiscal year 2002,
except for the Authority’s portion of the Certificates of Participation, the Authority no longer records a
liability to the MTA for the portion of the bonds utilized to fund the Authority’s Capital Program.

The Authority is required to deposit all of its pledged revenues with a trustee for the bondholders. Such
funds are first applied to meet all obligations under the revenue bonds, remainder is returned to
the Authority for its operating needs.

the Authority’s expenditure of such bond proceeds. D
amount provided from the MTA’s investment of th

ervice paid by the Authority is net of the
xpended

Kiunds.

Certificates of Participation — In June 1999 and 2000, the:M PA issued approximately $328.2 million
and $121.2 million, respectively, of its Series 1999A and Series 2000A Certificates of Participation,
which were substantially defeased with the issuance of the Series 2004A variable rate Certificates of
Participation totaling $357.9 million in S er 2004. The proceeds from these issuances were used
to finance certain building and leasehold improvements to an office building at Two Broadway to be
occupied by the Authority, the MTA or its subsidiaries, and the TBTA. In November 2011, the MTA

issued Transportation Revenue Refunding Bonds, Series 2 ich refunded existing fixed rate
ies derived this refunding were used to retire

Transportation Revenue ebt service m
$237.0 million of the 20

MTA, and t rovement Sublease Agreement dated as of June 1,

respectively, of the ba: easehold Improvement Sublease. The Authority’s payable to
the MTA for its portion

The Authority receives support services from the MTA in the areas of budget, cash management,
finance, legal, real estate, treasury, risk and insurance management, and other services, most of which
are charged back to the Authority through intercompany billings. The MTA also provides funding for
the Authority’s capital program via MTA debt issuance, federal capital grant pass-throughs, and
proceeds from the sale of tax benefits on leasing transactions. The Authority recognizes funds
contributed to Transit capital programs as contributed capital in the consolidated statements of revenues,
expenses, and changes in net position. State and City tax —supported subsidies received by the Authority
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from the MTA to support operations are recorded as nonoperating revenues. The MTA also provides
short-term loans, as required, to supplement the Authority’s working capital needs.

The Authority has intercompany transactions with MNCR, LIRR, MTA Bus, TBTA, and SIRTOA
related to farecard settlements, service agreements, shared operating contracts, inter-agency loan
transactions, and other operating receivables and payables.

The resulting receivables and payables from the above transactions are recorded in Due from MTA and
constituent authorities included in the accompanying consolidated statements of net position.

Due from MTA and constituent authorities consist of the following at D er 31,2014 and 2013 (in

thousands):
2014 2013
Receivable (Payable) le (Payable)
MTA $4,823,565 $ (4,413,956) § 4,141, $ (3,994,607)
Constituent authorities 130,316 1,174) 138,268 (12,059)

Total MTA and constituent
authorities $4,953,881

$ 44 0) $ 4,280,125 $ (4,006,666)

‘ R}
11. ADVERTISING AND OTHER INCOME y
D cem~4 and 2013, consist of (in

2014 2013

Adpvertising and other income for the years en
thousands):

Advertising revenue $ 105,841 § 95,493

Metrocar 24,578 23,455
Transit 9,637 8,216
Station income 8,818 9,143
y;l income 4,555 3,463

are media transaction 4,491 4,440
All other 249 1,024

$ 158,169 § 145,234
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12. OTHER EXPENSES

Other expenses for the years ended December 31, 2014 and 2013, consist of (in thousands):

Credit and debit card fees for fare media sales
Fare media sales commissions

NYS MCTMT expense

Print and office supplies

Allowance for uncollectible accounts
Business travel, meetings, and conventions
Dues and subscriptions

Other miscellaneous expenses

13. MAINTENANCE AND OTHER OPERATING

2014 2013
$ 39426 $ 36,862
11,824 11,808
13,045 11,724
5,272 4,816
925 1,238

423 1,224
1,781 1,335
3,434 (6,094)
76,130 $ 62,913

\
NSES
Maintenance and other operating expenses for the years d ember 31, 2014 and 2013, consist of

(in thousands):

o

2014 2013

Operating maintenance and repair service r § 58,831 $ 55,109
Facility maintenance and repairs 13,832 13,624
Real estate rentals (includi Broadway o ing expen 22,056 17,708
Security services 12,656 10,418
Refuse and recycling@ 8,500 8,152
Telephone serviges . 10,781 8,817
Tire and tube rentals , 9,342 10,234
Janitorial and custodial < 5,315 6,243
Water a 11,417 9,272
Specialized equi 2,445 5,018
Bridge, tunnel and h 4,619 4,391
forms 3,421 2,407
Ticket stock material 3,386 4,083
Safety equipment and supplies 10,399 7,793
Other misce 0us expenses 8,523 4,092
$185,523 $167,361

14. FUEL HEDGE

MTA partially hedges its fuel cost exposure using financial hedges. The hedging strategy consists of a
fixed-rate lock on forward delivery of NYMEX No. 2 heating oil. This commodity remains highly
correlated to the fuel type being used by MTA, ultra-low sulfur diesel, (ULSD). MTA executed twenty-
three separate hedges during 2014. All MTA fuel hedges provide for 24 monthly settlements. The table

below summarizes the twenty-three active ULSD hedges:
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JPM - JPM - JPM - JPM -

Ventures Ventures Ventures Ventures
Energy Energy Energy J. Aron & J. Aron & Energy
Counterparty Corp Corp Corp Company Company Corp
Trade Date 12/19/2012 2/21/2013 4/23/2013 4/23/2013 6/6/2013 8/9/2013
Effective Date 12/1/2013 1/1/2014 5/1/2013 5/1/2013 5/1/2014 6/1/2014
Termination Date 12/31/2014 1/31/2015 3/31/2015 3/31/2015 4/30/2015 7/31/2015
Price/Gal $2.87 $2.94 $2.77 $2.77 $2.81 $2.83
Notional Qnty (Gal) 15,981,638 11,027,445 4,494,141 4,494,141 7,702,834 18,420,266
JPM - JPM - JPM - JPM -
Ventures Ventures Ventures Ventures
J. Aron & Energy Energy Energy Energy
Counterparty Company Corp Corp Corp Corp
Trade Date 9/10/2013 10/11/2013 11/19/2013 2/26/2014 3/31/2014
Effective Date 8/1/2014 9/1/2014 11/1/2014 2/1/2015 3/1/2015

Termination Date 8/31/2015 9/30/2015 /31/2016 2/29/2016
Price/Gal $2.82 $2.82 $2.77 $2.84 $2.81
Notional Qnty (Gal) 8,439,456 15,441,167 15,299,678 7,892,588 7,810,490
JPM - Bank of x Bank of
Ventures America America
Energy errill Merrill J. Aron & J. Aron & Merrill
Counterparty Corp M Lynch Company Company Lynch
Trade Date 4/30/2014 5/1512014 6/25/2014 7/2/2014 7/2/2014 7/29/2014
Effective Date 4/1/2015 7/1/2014 6/1/2015 7/ 4 7/1/2014 7/1/2015
Termination Date 3/31/2016 4/30/20 5/31/20 1/31/2015 2/28/2015 6/30/2016
Price/Gal $2.82 $2.86 $2.9 $2.90 $2.88 $2.86

Notional Qnty (Gal) 7 12,865,82 8,644,395 5,852,793 4,074,192 8,461,232

Bank of Bank of JPM -
America America Ventures
4 Merrill Merrill Energy
Counterp. Lynch Lynch Corp

Trade Date 10/29/2014  11/25/2014  12/23/2014

Effectiye Date 10/1/2015 11/1/2015 12/1/2015
Tymation Date 9/30/2016 10/31/2016  11/30/2016
Price/Gal $2.55 $2.40 $2.03

Notional Qntyy(Gal) 8,322,340 7,487,723 7,029,766 5,970,231

ased on the daily prices of the respective commodities whereby MTA will
either receive a pay r make a payment to the various counterparties depending on the average
monthly price of the modities in relation to the contract prices. At December 31, 2014, the total
outstanding notional value of the ULSD contracts was 54,304,131 gallons with a decrease in fair market
value of $48.2 million.

The monthly sett

The Transit Authority recognized a fuel hedge loss of $4.4 million in 2014 and $0.6 million gain in
2013.
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15. RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
its assets; injuries to persons, including employees; and natural disasters.

The Authority is self-insured up to certain per occurrence limits for liability claims arising from injuries
to persons, excluding employees. For claims arising from incidents that occurred on or after

November 1, 2001, but before November 1, 2006, the self-insured retention limit was $7 million per
occurrence. Claims arising on or after November 1, 2006, but before November 1, 2009 were subject to
an $8 million limit. Effective November 1, 2009, the retention limit was increased to $9 million per
occurrence and effective November 1, 2012, the retention limit was inc 0 $10 million. Lower
limits applied for claims arising prior to November 1, 2001. The Authority is self-insured for work-
related injuries to employees. The annual cost associated with inj ersons, other than employees,
and damage to third-party property, is reflected in expenses as claims in the
accompanying consolidated statements of revenues, expenses a position.

yees and to the general public on the basis of

A summary of activity in estimated liability arising from ries%ons, including employees, and
damage to third-party property, for the years ended December 31, 2014 and 2013, is as follows (in

thousands): ‘

The Authority establishes its liability for injuries to e
independent actuarial estimates of future liability.

2014 013
Balance at beginning of year $ 1,548,072 $1,377,974
Activity during the year:
Current year claims a&in estimate 439,151 373,771
Claims paid (231,524) (203,673)

Balance at end 1,755,699 1,548,072

Less cutr (221,174) (188,580)

yg-term liability

First Mutual Transportation Assurance Company — (FMTAC), an insurance captive subsidiary of
MTA, operates a liability insurance program (ELF) that insures certain claims in excess of the self-
insured retentio its of the agencies on both a retrospective (claims arising from incidents that
occurred before 003) and prospective (claims arising from incidents that occurred on or
after October 31, 20 sis. For claims arising from incidents that occurred on or after November 1,
2006, but before November 1, 2009, the self-insured retention limits are: $8 million for MTA New York
City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail Road, and MTA Metro-North Railroad;
$2.3 million for MTA Long Island Bus and MTA Staten Island Railway; and $1.6 million for MTAHQ
and MTA Bridges and Tunnels. For claims arising from incidents that occurred on or after November 1,
2009, but before November 1, 2012, the self-insured retention limits are: $9 million for MTA New York
City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail Road and MTA Metro-North Railroad;
$2.6 million for MTA Long Island Bus and MTA Staten Island Railway; and $1.9 million for MTAHQ
and MTA Bridges and Tunnels. Effective November 1, 2012 the self-insured retention limits for ELF
were increased to the following amounts: $10 million for MTA New York City Transit, MaBSTOA,
MTA Bus, MTA Long Island Rail Road and MTA Metro-North Railroad; $3 million for MTA Staten

$1,534,525 $1,359,492
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Island Railway; and $2.6 million for MTAHQ and MTA Bridges and Tunnels. The maximum amount of
claims arising out of any one occurrence is the total assets of the program available for claims, but in no
event greater than $50 million. The retrospective portion contains the same insurance agreements,
participant retentions, and limits as existed under the ELF program for occurrences happening on or
before October 30, 2003. On a prospective basis, FMTAC issues insurance policies indemnifying the
other MTA Group entities above their specifically assigned self-insured retention with a limit of

$50 million per occurrence with a $50 million annual aggregate. FMTAC charges appropriate annual
premiums based on loss experience and exposure analysis to maintain the fiscal viability of the program.
On December 31, 2014, the balance of the assets in the ELF program was $72.2 million.

MTA also maintains an All-Agency Excess Liability Insurance Pohcy t
additional coverage limits of $350 million for a total limit of $400
$50 million). In certain circumstances, when the assets in the pro
paragraph are exhausted due to payment of claims, the All-Ag
assume the coverage position of $50 million.

rds the MTA Group
n ($350 million excess of
cribed in the preceding

iability Insurance will

On March 1, 2014, the “nonrevenue fleet” automobile
program provides third-party auto liability insuranc the MTA Group with the exception
of MTA New York City Transit and MTA Bridge$ an . h‘hcy provides $10 million per
occurrence limit with a $0.5 million per occurrence dedu: Long Island‘Rail Road, MTA
Staten Island Rapid Transit Operating Authority, MTA Police, MTA Metro-North Railroad, MTA
Inspector General and MTA Headquarte MTAC renewed its deductible buy back policy, where it
assumes the liability of the agencies for th ductible.

ility policy program was renewed. This

On March 1, 2014, the “Access-A-Ride” aut gram was renewed. This
program provides third-party auto liability ins e MTA New York City Transit’s

Access-A-Ride program, i ing the contract . policy provides a $3 million per
occurrence limit with a$1 mi

On December 15, 2014, EMTAC renewed the primary,eoverage on the Station Liability and Force
Account 11ab111ty policies i er occurrence loss for MTA Metro-North Railroad and MTA

program:, For the annual
claims of the other MTA
(SIR), subjectito an annual $75 million aggregate as well as certain exceptions summarized below. The
total progranmis $600 million per occurrence covering property of the related entities collectively.
coverage. Losses fter the retention aggregate is exceeded are subject to a deductible of $7.5
million per occurrenc e property insurance policy provides replacement cost coverage for all risks
(including earthquake; flood and wind) of direct physical loss or damage to all real and personal
property, with minor exceptions. The policy also provides extra expense and business interruption
coverage.

In addition to the noted $25 million per occurrence self-insured retention, MTA self-insures all risks
(excluding earthquake, flood and wind) above that retention for an additional $362.3 million within the
overall $600 million property program as follow: $33 million (or 33%) of the $100 million layer excess
of the primary $150 million layer, plus $229.3 million (or 91.7%) of the $250 million layer excess of
$250 million, plus $100 million (or 100%) of $100 million excess of $500 million.
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FMTAC is 100% reinsured in the domestic, Asian, London, European and Bermuda marketplaces for
the perils of Earthquake, Flood, and Wind for the $600 million per occurrence and in the annual
aggregate property program.

Supplementing the $600 million per occurrence coverage noted above, FMTAC’s property insurance
program has been expanded to include a further layer of $200 million of fully collateralized storm surge
coverage for losses from storm surges that surpass specified trigger levels in the New York Harbor or
Long Island Sound and are associated with named storms that occur at any point in the three year period
from July 31, 2013 to July 30, 2016. The expanded protection is reinsured by MetroCat Re Ltd., a
Bermuda special purpose insurer independent of the Authority and the MTA and formed to provide
FMTAC with capital markets-based property reinsurance. The MetroC insurance policy is fully
collateralized by a Regulation 114 trust invested in U.S. Treasury M Market Funds. The additional
coverage provided is available for storm surge losses only after a vailable under the $600
million in general property reinsurance are exhausted.

With respect to acts of terrorism, FMTAC provides direc ed by the United States
Government for 85% of “certified” losses, as covered e Terrorism Risk Insurahce Act (TRIA) of
2007 (originally introduced in 2002). Under the 20 tensmn rrorism acts sponsored. by both
foreign and domestic organizations are covered. i NMTA Group losses arising from
an act of terrorism would be covered under the additiona policy described below.
Additionally, no federal compensation will be paid unless the aggregate industry insured losses exceed
$100 million (trigger). The United Statesigovernment’s reinsurance of FMTAC expired on December
31, 2014 when Congress did not reauthort A. FMTAC was able,to secure stand-alone terrorism
coverage for the period from January 1, 20135 until January 12, 2015, when the Federal Terrorism
Insurance Program was extended for six yearsiand MTA reverted to sﬁ)rogram.

To supplement the rein MTAC thro
Reauthorization Act (T ram, the M

he 2007 rism Risk Insurance Program
obtained an additional commercial reinsurance

o of any “certified’”act of terrorism — up to a maximum recovery
of $161.2 million for any d in the annual aggregate, (2) the TRIPRA FMTAC captive
deductible asis) that applies when recovering under the 15%
“certified” ism i e or (3) 100% of any “certified” terrorism loss which exceeds $5
million‘and less than i RIPRA trigger — up to a maximum recovery of $100

illion for any occurren i 1 aggregate. This coverage expires at midnight on May 1,
2015. Recovery under this i ect to retention of $25 million per occurrence and $75 million in
the annual aggregate — in the event of multiple losses during the policy year. In the event that the MTA
Group’s retention,in any one year exceed $75 million, future losses in that policy year are subject to
retention of $7.

During 2014, there w o0 FMTAC reimbursements to the Authority. At December 31, 2014, the
Authority has one outstanding claim requiring coverage by FMTAC for approximately $3.0 million,
which relates to a pedestrian struck by a vehicle in 2004. At December 31, 2014, FMTAC had $1.3
billion of assets to insure current and future claims.
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16.

17.

CONTINGENCIES

The Authority is involved in various litigation and claims involving personal liability claims and certain
other matters. The ultimate outcome of these claims and suits cannot be predicted at this time.
Nevertheless, management does not believe that the ultimate outcome of these matters will have a
material effect on the consolidated financial position of the Authority.

In accordance with GASB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligations, in 2014 and 2013, the Authority recognized $12.5 million and $24.1 million,
respectively, in pollution remediation expenses. The expense provision was measured at its current value
utilizing the prescribed expected cash flow method (see Note 2). Polluti ediation obligations are
estimates and subject to changes resulting from price increases or reduictions, technology, or changes in
applicable laws or regulations.

At December 31, 2014, the Authority’s pollution remediation li 42.7 million on the
consolidated statements of net position, primarily consisting of.future remedi activities associated
with asbestos removal, lead abatement, ground water amination, and soil remediation.

M

On January 14th and 15th, 2015, MTA priced $850 million‘of MTA Transportation Revenue Bonds,
Series 2015A, to finance existing approved transit and commuter projects. The bonds were offered in
two subseries: the 2015A-1 bonds totalin million were issued as fixed-rate serial and term bonds;
the 2015A-2 bonds were offered as SIFMA'kloating,Rate Notes (F RNS= lyvith an initial purchase date of

SUBSEQUENT EVENTS

S-years. The transaction was led by J.P. Morgan Securities, together co-senior manager The

Wood se\'\vnd counsel and Public Financial

On January 22, 20154the MTA Board voted to inctease the Authority’s Subway and Bus fares effective
March 22, 2015. MetroCard seven-day passes increasefrom $30 to $31 and MetroCard thirty-day
passes increase from $11 e basic farg increases from $2.50 to $2.75. The single-ride
ticket price i fius value increases from 5% to 11%.

On Jandary 29, 2015,
Veges Energy Corpor ice of $1.8095/gallon. Three of MTA’s existing approved
commodity, counterparties bidding on the transaction: Goldman, Sachs & Co./ J Aron,
J.P. Morgan Ventures Energy Corporation and Merrill Lynch Commodities Inc. The hedge covers the
period from January 2016 through December 2016.

Williams Capital Group. Hawkins Delafield a
Management, Inc. served cial advisor.

2.9 gallon ultra-low sulfur diesel fuel hedge with J.P. Morgan

On February 26, executed a 2.9 million gallon ultra-low sulfur diesel fuel hedge with
Merrill Lynch Com: s Inc. at an all-in price of $2.052/gallon. Three of MTA’s existing approved
commodity counterparties participated in bidding on the transaction: Goldman, Sachs & Co./ J Aron,
J.P. Morgan Ventures Energy Corporation and Merrill Lynch Commodities Inc. The hedge covers the

period from February 2016 through January 2017.

On March 19, 2015, MTA issued $275 million of MTA Transportation Revenue Bonds, Series 2015B,
to finance existing approved transit and commuter projects. Nixon Peabody will serve as bond counsel
and Public Financial Management, Inc. will serve as financial advisor.

On March 25, 2015, MTA executed a 2.9 million gallon ultra-low sulfur diesel fuel hedge with Merrill
Lynch Commodities Inc. at an all-in price of $1.9195/gallon. Three of MTA’s existing approved
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commodity counterparties participated in bidding on the transaction: Goldman, Sachs & Co./ J Aron,
J.P. Morgan Ventures Energy Corporation and Merrill Lynch Commodities Inc. The hedge covers the
period from March 2016 through February 2017.

On April 2, 2015, MTA effected a mandatory tender and remarket $50 million of MTA Transportation

Revenue Bonds, Subseries 2012A-3, because its current interest rate period is set to expire by its terms
on May 15, 2015.

Tropical Storm Sandy Update

ion grant for
he amount of $886 million is

reimbursement of eligible capital expenses. The gra
MTA capital projects and was executed on Febru
no federal drawdowns for that grant. The balance of fu be down from all four grants is
available to MTA for reimbursement of eligible expenses as requisitions are submitted by MTA and

approved by FTA. Additional requisitioqs are in process. N

* L S .

NN

the amount of $787.6 million is solely for
015. Aswof February 26, 2015 there have been
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NEW YORK CITY TRANSIT AUTHORITY

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS FOR THE MABSTOA PENSION PLAN (UNAUDITED)

DECEMBER 31, 2014 AND 2013

(In millions)
Actuarial
Accrued
Liability (UAAL) As a
Actuarial Actuarial (AAL) Unfunded Percentage
Valuation Value of Initial Entry (AAL) Covered of Covered
Date Assets Age UAAL Payroll Payroll
(a) (b) (b-a) ((b-a)/c)
1/1/14 $2,028.0 $2,892.6 $ 864.6 4 140.3 %
1/1/13 1,764.4 2,702.4 93 2.1 161.1

1/1/12 1,624.3 2,482.8 j.42 576.0 149.1
y

3

<\
Y
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NEW YORK CITY TRANSIT AUTHORITY

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS FOR THE NEW YORK CITY TRANSIT

POSTEMPLOYMENT BENEFIT PLAN (UNAUDITED)

DECEMBER 31, 2014 AND 2013

(In millions)
Actuarial
Accrued
Liability (UAAL) As a
Actuarial Actuarial (AAL) Unfunded Percentage
Year Valuation Value of Initial Entry (AAL) Covered of Covered
Ended Date Assets Age (UAAL) Payroll Payroll
(@) (b) ((b-a)/c)
12/31/14 1/1/12 § 1594 $15,770.7 516.0 %
12/31/13 1/1/12 159.4 $15,770.7 . 516.0
12/31/12 1/1/10 - 13,683.0 3;136:4 436.3
y
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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Financial Statements

We have audited the accompanying statements of net position
Operating Authority (the “Authority”), a wholly owned pu
Metropolitan Transportation Authority (“MTA”), as of
statements of revenues, expenses, and changes in net
and the related notes to the financial statements, which co
statements, as listed in the table of contents.

Management’s Responsibility for the Finanei

Management is responsible for the preparation entation of these iﬂmcial statements in
accordance with accounting principles generall United States of America; this includes
the design, implementation, and maintenance of internal evant to the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due to fraud or

error. o4

Auditors Responsibil

Our responsibility is to expre ncial statements based on our audits. We
conducted our audits i i i dards generally accepted in the United States of

Americad Those stan
aboutsWhether the financi

e plan and perform the audits to obtain reasonable assurance
from material misstatement.

An audit in i edures to obtain audit evidence about the amounts and disclosures in
the financial edures selected depend on the auditor’s judgment, including the
assessment of i misstatement of the financial statements, whether due to fraud or error.
, the auditor considers internal control relevant to the Authority’s
preparation and fair on of the financial statements in order to design audit procedures that are
appropriate in the circu nces, but not for the purposes of expressing an opinion on the effectiveness of
the Authority’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 financial
statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the net
position of the Authority as of December 31, 2014 and 2013, and the respective changes in net position
and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of a Matter

the MTA. The MTA
cant subsidies from and has
Y ork. Our opinion is not

As discussed in the notes to the financial statements, the Authority is a subsi
is a component unit of the State of New York. The Authority requires si
material transactions with MTA, The City of New York and the State
modified with respect to this matter.

Other Matters

es of America require that t nagement’s
ing Progress of ten Island
32 be presented to supplement
inancial statements, is required by
an essential part of financial
reporting for placing the financial statement appropriate oper al, economic, or historical
context. We have applied certain limited pro the required supplémentary information in
accordance with auditing standards generally aceep United States of America, which consisted
information and comparing the
information for consistency with management’s reéspons nquiri€s, the financial statements, and
other knowledge we obtained’during our audits of t nancial statements. We do not express an opinion
‘ e limited plﬁcedures do not provide us with
assurance.

Accounting principles generally accepted in the United

Rapid Transit Operating Authority Postemployment Bene
the financial statements. Such information, although not a pa

April 29, 2015

A
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

1. OVERVIEW OF THE FINANCIAL STATEMENTS

parts: Management’s
Statements and Required

Introduction to the Annual Report — This annual report consists of t
Discussion and Analysis, Financial Statements and Notes to the Fina
Supplementary Information.

Management’s Discussion and Analysis — The following is a narrative overview and analysis of the
financial activities of the Authority for the years ended Decémber 31, 2014 and 2013. This management
discussion and analysis (“MD&A”) is intended to serveds an introduction to the Aut rity’s financial

identifies the factors that, in management’s view,
position. It may contain opinions, assumptions or conclusi ity’s management that should
not be considered a replacement for, and must be read in ¢ on with, the financial statements

described below.

The Financial Statements Include — T nts of Net Posi ovide information about the
nature and amounts of resources with prese
(assets), consumption of net assets by the Authority that is applicable toa future reporting period
(deferred outflow of resources), present obligations te'sacrifice résouirces that the Authority has little or
no discretion to avoid (liabilities), and acquisition®f net assets by the Authority that is applicable to a
future reporting peri eferred inflow of resources) with the difference between assets/deferred
outflows of resour d liabilities/deferred inflows of resources being reported as net position.

Expenses.and Changes/in Net Position show how the Authority’s net
ar. Thw all of the current year’s revenues and expenses,

the Authori er the past year and can be used to determine how the

The Statements of Rev
position changed during e
‘financial result
ty has funded its'costs.

ments of Cash R
ges in cash re

s provide information about the Authority’s cash receipts, cash payments,
g from operations, non-capital financing, capital and related financing,

The Notes to inancial Statements — The notes provide information that is essential to
understanding the'basicfinancial statements, such as the Authority’s accounting methods and policies,
details of cash and investments, capital assets, employee benefits, lease transactions, and future
commitments and contingencies of the Authority, and information about other events or developing
situations that could materially affect the Authority’s financial position.

Required Supplementary Information — The Required Supplementary Information provides

information concerning the Authority’s progress in funding its obligation to provide other
postemployment benefits to its employees.

-3-
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FINANCIAL REPORTING ENTITY

The Staten Island Rapid Transit Operating Authority (“SIRTOA” or “Authority”) is a public benefit
corporation and is part of the reporting group of the Metropolitan Transportation Authority (“MTA”)
and was organized pursuant to the New York State (“State”) Public Authorities Law. The Authority
operates and maintains the commuter rail service in Staten Island pursuant to an interim arrangement
pending renewal of its Lease and Operating Agreement (“Operating Agreement”) with The City of New
York (“The City”). The Operating Agreement provides that the Authority establish fares required to
make operations self-sustaining (as defined in the operating agreement), and,pay its operating expenses
and The City pays the Authority’s capital costs and operating deficits. T ity has the option to
terminate the Operating Agreement at any time.

The Authority requires, and will likely continue to require, subst sidies from various
governmental sources in order to maintain its operations in the future. The Authority estimates that
current fare levels and anticipated operating subsidy levels svilbprovide sufficientsevenue to meet
operating expenses. Subsidies required for future years are presently being determined. If the funds
made available to the Authority are not sufficient to meet its needs, the Authority m ise fares,
curtail its service and operations, or defer certain ﬂ' not including ma ce) in
order to continue operating within the limits of the funds.

CONDENSED FINANCIAL INFORMATION

The following sections will discuss the si
years ended December 31, 2014 and 2013. ally, an examinat major economic factors and
industry trends that have contributed to these ¢hanges-are provided. It should be noted that for purposes
of the MD&A, summaries of the financial statements@nd the varieus’exhibits presented are in
conformity with the Autherity’s financial statements, which are presented in accordance with generally
accepted accounting iples in the United States of Americaé

ity’s financial position for the

Total assets, di ing between capital and other assets:

em 31, Increase/(Decrease)

014 3 2012 2014-2013 2013-2012

al assets — net $135,078780  $118,120,898  $110,261,556  $ 16,957,882  $ 7,859,342
63.03110%, _» 36479.039 44,139,883 26,552,068 (7,660,844)

8,109,887 $154,599,937 $154,401,439 $ 43,509,950 $ 198,498

es in assets include:

December 31, 2 versus 2013 — Net capital assets increased from December 31, 2013 to
December 31, 2014'by $16,957,882 or 14.4%. This is due primarily to additions to capital assets and a
reduction in depreciation expense. The net additions to capital assets of $24,880,628 or 9.3% results
from the increase in construction in progress, structures, signals and vehicles, partly offset by an
increase in accumulated depreciation of $7,922,745 or 5.3% due to normal depreciation of assets. More
detailed information about the Authority’s capital assets is presented in Note 5 to the financial
statements.

Overall, current assets increased by $26,552,068 or 72.8% compared with the prior year. This increase is
primarily attributable to increase in the Due from MTA and NYC operating recovery subsidy receivable

-4 -
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0f $23,949,356 and $3,713,000, respectively and partly offset by a decrease in other and MTA capital
program funds receivable of $795,733 and $518,271, respectively.

December 31, 2013 versus 2012 — Net capital assets increased from December 31, 2012 to
December 31, 2013 by $7,859,342 or 7.1%. This is due primarily to additions to capital assets and a
reduction in depreciation expense. The net additions to capital assets of $15,973,479 or 6.3% results
from the increase in structures, stations, vehicles and cars, partly offset by an increase in accumulated
depreciation of $8,114,137 or 5.7% due to normal depreciation of assets. More detailed information
about the Authority’s capital assets is presented in Note 5 to the financial statements.

Overall, current assets decreased by $7,660,844 or 17.4% compared wi
primarily attributable to decreases in the NYC operating recovery s
prepayment and MTA capital program funds receivable of $4,01
respectively.

he prior year. This decrease is
eceivable, pension
,967,533 and $1,231,579,

Total liabilities, distinguishing between long-term liabilifies and current liabilities:

DecAr 31,
2014 201

Incr: rease)

2014-2013 2013-2012

Current liabilities $70,458,455 $35,820,356
Long-term liabilities 25,827,866 21,975,615

$ 34,638,009 $ (885,969)
3,852,251 2,213,175

Total liabilities $ 56, $ 38,490,350 $ 1,327,206

Significant changes in liabilities include:

December 31, 2014 versusi2013 — Total liabilitie§ increased from December 31, 2013 to

December 31, 2014 b 8,490,350 or 66.6%. Current liabilities increased by $34,638,099, due
primarily to an inc of $32,048,238 in Due to ]\%TA and constituent authorities and $2,542,000 in
accrued salaries s. The long-term liability ierease of $3,852,251 was primarily the result of

the addition of $2,397, post-employment benefits other than pensions based upon an updated
OPEB actuarial valuation 584, i in estimated liability arising from injuries to
ecent actua luation.

2012 =T iabilities increased from December 31, 2012 to

,206 or2.4%. Current liabilities decreased by $885,969, due primarily to a
to MTA and constituent authorities, partly offset by increases of

and vacation reserves and accrued salaries and wages, respectively. The
increase 2,213,175 was primarily attributable to the result of the addition of
$1,413,348 0 employment benefits other than pensions based upon an updated OPEB actuarial
valuation and $898,220.of increase in estimated liability arising from injuries to persons, also based on
the most recent actuarial valuation.

$404,5

$390,263 in
long-term i

-5-
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Total net position, distinguishing among net investment in capital assets, restricted amounts, and
unrestricted amounts:

December 31, Increase/(Decrease)

2014 2013 2012 2014-2013 2013-2012

Net investment in capital assets $ 135,078,780 $ 118,120,898 $ 110,261,556 $ 16,957,882 $ 7,859,342
Unrestricted deficit (33,255,214) (21,316,932) (12,328,882) (11,938,282) (8,988,050)

Total net position $ 101,823,566 $ 96,803,966 $§ 97,932,674 § 5,019,600 $ (1,128,708)

Net position represents the residual interest in the Authority’s assets liabilities are deducted and
consists of two sections: net investment in capital assets and unres et investment in capital
assets include capital assets, net of accumulated depreciation, r ed by outstanding debt, net of

applicable debt service reserves. The Authority has no restricted net position. All other assets and

liabilities are unrestricted. ™

December 31, 2014 versus 2013 — Total net position was $101,823,566 at the en net
increase of $5,019,600 or 5.2% from the end of 2 he net increase was due to an g loss of
$51,816,245, offset by nonoperating income of $32,636,1 apital contribut

$24,199,718.

December 31, 2013 versus 2012 — To et position was $9 66 at the end of 2013, a net
decrease of $1,128,708 or 1.2% from the 012. The net de was due to an operating loss of

$44,432,839, offset by nonoperating inco 58,887 and M ital contributions of
$12,945,244.

Condensed statements of revenues, expenses, and changesin net pﬁsiti on:

Ygar Ended December 31,
2014 2013 2012

$ 8307241 $ 7,941,955 S 7,693,362
60,123,486)  (50,873,794)  (49,223,363)
- (1,501,000)  (12,513,873)

Operating revenues
Operating expenses
Asset impairmentand relate

Operating loss (51,816,245)  (44,432,839)  (54,043,874)

erating revenues (& ses): p
appropriations, a es 4,735,852 4,620,877 4,244,315

27,746,000 23,877,000 34,809,000
eral Emergency
rsement 29,246 1,813,481 -

revenie/expenses 125,029 47,529 (66,375)

Total nonoperating revenues 32,636,127 30,358,887 38,986,940
Loss before capital contributions (19,180,118) (14,073,952) (15,056,934)
Capital contributions 24,199,718 12,945,244 22,533,143
Change in net position 5,019,600 (1,128,708) 7,476,209
Net position — beginning of year 96,803,966 97,932,674 90,456,465
Net position — end of year $ 101,823,566 $ 96,803,966 $ 97,932,674

-6-
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Revenues, by major source:

Year Ended December 31, Increase/(Decrease)
2014 2013 2012 2014-2013 2013-2012
Fare revenue $5,898,026 $5,504,313 $5,388,754 $ 393,713 $ 115,559
Student and elderly reimbursement 1,714,317 1,758,718 1,629,894 (44,401) 128,824
Other 694,898 678,924 674,714 15,974 4,210
Total operating revenue $8,307,241 $7,941,955 $7,693,362 $ 365,286 $ 248,593

December 31, 2014 versus 2013 — Revenues from fares and studen
$7,612,343 in 2014, an increase of 4.8% from the prior year. Ride 014 was 4.368 million, an
increase of 3.5% from 2013. The increase in revenue was primagi the annualization of the
March 2013 fare increase. Other revenues in 2014 consist mainly‘of advertisingirevenue and rental
income. =N

December 31, 2013 versus 2012 — Revenues from fares and student and elderly re
$7,263,031 in 2013, an increase of 3.5% from the year. Ridership in 2013 was 4. illion, a
decrease of 5% from 2012. The increase in revenue was primaril the effect of t arch 2013
fare increase and higher student reimbursements, partly of e continued impact on ridership of
Tropical Storm Sandy and weekend seryice suspensions for ¢ ction in 2013 (see Note 6 to the
financial statements). Other revenues in consist mainly o ising revenue and rental income.

elderly reimbursements were

sements were

Operating Expenses:

Year Ended December 31, Increase/(Decrease)
(In thousands) 2014 2013 2012 2014-2013 2013-2012

Salaries and wages $23,167 $ 19,02(; $18,273 $ 4,127 $ 767
Health and welfar: %6 3,005 3,206 1,291 (201)
Pensions 5,865 » 5,831 4,900 34 931
Other post employment b 3,492 3,159 2,933 333 226
3 3,229 3,107 1,674 122

587 4,290 4,131 297 159
1,766 1,411 1,478 355 (67)

1,593 588 389 1,005 199
283 14 148 269 (134)
contracts 833 869 983 (36) (114)

1,247 731 700 516 31

(42) - (17) 42) 17
7,923 8,114 8,880 (191) (766)

210 592 112 (382) 480

Total operating ex| $60,123 $50,873 $49,223 $ 9,250 $ 1,650

December 31, 2014 versus 2013 — Operating expenses increased by $9,249,692 or 18.2%. The
increase of $4,127,137 in salaries and wages was primarily due to an increase in the retroactive wage
accrual for the tentative UTU settlement, non-represented personnel received wage increase in 2014 and
overtime expenses for additional Tropical Storm Sandy requirements and several operational support
initiatives. Health and welfare expenses increased by $1,291,956 due primarily to higher rates for health
and welfare plans. Other fringe benefits increased by $1,673,894 due primarily to an increase in
employer social security for the UTU retroactive wage accrual and non-represented personnel wage
increase and higher Worker’s Compensation reserve requirements based upon current actuarial
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determination. Insurance expenses increased by $1,005,355, due to increase MTA insurance policy
coverage.

December 31, 2013 versus 2012 — Operating expenses increased by $1,650,431 or 3.4%. The increase
of $766,506 in salaries and wages was primarily due to overtime expenses for additional Tropical Storm
Sandy requirements, the impact of adverse weather, and several operational support initiatives as well as
the increase in the sick and vacation reserve and wage accruals. Pension expense increased by $931,533
based on the latest actuarial valuation of the MTA Defined Benefit Pension Plan. The increase was
largely attributable to the decrease in the assumed rate of return on investments from 7.5% to 7.0%.
Other business expenses increased by $479,748 representing the write-o uncollectible accounts
receivable. Depreciation expenses decreased by $765,737, due to the e-off of impaired assets
resulting from Tropical Storm Sandy at the end of 2012 (see Note inancial statements).

Nonoperating Revenues and Expenses:

Nonoperating revenues include various forms of State, THe City and MTA subsidies
assistance. These subsidies are subject to annual apprepriations by governmental u
approval of the tax subsidies. The City and MTA idies are provided primarily to
deficit of SIRTOA.

d operating
d periodic
operating

Operating assistance subsidies from New York State and Th: have been maintained at the same

level each year.

Capital contributions from the MTA of $2 in 2014 and $12,
program funding from several sources including bonds, Federa\l, State

4 in 2013 represent capital
City funding.

Changesin Net Position

v

ion represents the net total of capital contributions, operating losses and

t position increased by $5,019,600 in 2014 and decreased by $1,128,708 in
ition for.both years was due to capital contributions from the MTA and
ing 1

The change in net
nonoperating in
2013. The change in n
nonoperating income less

ighlights — Operating revenues in 2014 of $8.3 million were below Budget by $1.6 million
%), due to the unfavorable timing,of Sandy insurance reimbursements. Farebox revenue was higher
.0 %), due to higher ridership.

illion were above Budget by $7.2 million (13.7%), due mostly to higher
£ $4.9 million (832%), resulting primarily from additional Workers’

2014, and unfavorable reimbursable overhead credits of $1.6 million (76.7 %), due to a significant delay
in the implementation of the reimbursable Sandy Capital Reconstruction project.

OVERALL FINANCIAL POSITION, RESULTS OF OPERATIONS AND IMPORTANT
ECONOMIC CONDITIONS

Economic Conditions — Metropolitan New York is the most transit-intensive region in the United

States. A financially sound and reliable transportation system is critical to the region’s economic well-
being.
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The average level of seasonally adjusted non-agricultural employment in New York City for the fourth
quarter was higher in 2014 than in 2013 by 87.3 thousand jobs (up 2.2%). On a quarter-to-quarter basis,
New York City employment has increased in each of the last sixteen quarters — the last decline occurred
in the third quarter of 2010 — and is higher than at any time since 1950, when nonagricultural
employment levels for New York City were first recorded by the Bureau of Labor Statistics.

The employment gain for New York City in the second quarter is consistent with an improving national
economy. Fourth quarter Real Gross Domestic Product (“RGDP”’) grew at an annualized rate of 2.6%,
according to the most recent advance estimate released by the Bureau of Economic Analysis. The
increase primarily reflected contributions from personal consumption expenditures, exports, state and
local government spending, non-residential fixed investment, and private inventory investment, partially
offset by a decline in federal government spending and an increase in imports. Fourth quarter

RGDP growth slowed relative to third quarter growth as federal government spending, nonresidential
fixed investment and exports fell, while imports rose. The national economy has now grown in twenty of
the last twenty-two quarters.

™
The New York City metropolitan area’s price inflation of 0.6% was lower than the al ayerage of
1.0% in the fourth quarter of 2014. A 7.8% fall inAprice of energy. products dampen overall rise

in consumer prices: the Consumer Price Index (“CPI”) exe
in the New York-New Jersey-Long Island area. Consistent
prices for New York Harbor conventional gasoline fell by 22.
average of $2.082 per gallon between th h quarters of 201

e fall in overall energy prices, spot
om an average price of $2.698 to an

In June 2014, the Federal Reserve Bank an that.the Federal O arket Committee
(“FOMC”) would continue targeting the Federal Funds ratete the range of 0% to 0.25%, a range
consistent with its statutory dual mandate to foster maximum employment within a context of price
stability. The Federal Funds rate has remained in this range since late 2008, when the financial and
housing market crisesddeepened. In fact, the Federal Reserve Bank began to pursue expansionary
intervention more year earlier as a response to the impending economic downturn: since the third
quarter of 2007, 1 Resetve Bank has sought'tesmitigate the consequences of a recession by

loosening the tight cre ditionsithat resulted from the national mortgage crisis. Confronting
stubbornly high unemploy o reduce further the Federal Funds rate, in March

1 Reserve Bank began a programyeffarge scale purchases of government guaranteed assets.
which was expanded in November 2010, was to raise the price of long-

g interest rates in order to stimulate investment in the economy.

ent in economic activity in the second, third and fourth quarters of
cember to maintain an accommodative stance by continuing to target a
ge of 0% to 0.25%, noting that, partly because of the decline in energy
prices, inflation rates temained below the Committee’s long-run objective; while labor markets evinced
signs of improvement, the FOMC observed that recovery in the housing sector remained slow. In
addition to maintainfing the Federal Funds rate, the FOMC announced additional measures to foster
conditions amenable to financial markets, including the continuation of its policy of reinvesting
principal payments from its holdings of agency debt and mortgage-backed securities and of rolling over
maturing Treasury securities at auction.

Results of Operations and Overall Financial Position — Total revenue from fares and student and
elderly reimbursements was $7,612,343 in 2014, an increase of 4.8% from 2013. Total ridership was
4.368 million, an increase of 3.5% from 2013. Total non-reimbursable expenses, including depreciation,
pension costs and other post-employment benefits, were $60,123,486 in 2014, an increase of 18.2%.
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Going forward, the stability of the Authority’s financial position is subject to certain risks, requiring the
efficient management of costs, including the establishment of new cost reduction programs, in order to
counteract any adverse impacts to revenue streams or cost increases.

SIGNIFICANT CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

Capital Program — The Transit Authority’s portion of the current MTA Capital Program for 2010-
2014, which includes SIRTOA, totals $11.6 billion. As of December 31, 2014, $9.0 billion has been
committed under the five-year plan, of which $4.5 billion has been expended. Funding for the Capital
Program comes from new money bonds, federal grants, bonds supported e,payroll mobility tax
applied within the MTA regional district, The City capital funding an er sources. In late December
2012, the MTA Board approved an amendment to the plan to add p or the repair and restoration
of MTA agency assets damaged as a result of Tropical Storm Sa; struck the region on
October 29, 2012. The revised program provides for an additional $3.3 billion in the Authority’s portion
of Sandy recovery-related capital expenditures. This amendéd pl\an was deemed approved by the Capital
Program Review Board in January 2013.

mitment for Tro torm Sandy
illion, and a new Power
cts include the restoration of Tower

SIRTOA projects incorporated into the overall pr(An include a
repairs at St. George Interlocking and Tower B Restoratio
Substation at Prince’s Bay - $22.7 million. Upcoming cap
B Employee Facilities.

CURRENTLY KNOWN FACTS, DE

The Authority’s February 2015 Financial P1 in risks such as possible lower investment
returns on pensions and chronic cost issues relating tofWorkers>»*€ompensation, public liability claims
and overtime. These risksmeed to be addressed inorder to be able to balance future year budgets. To
assist in achieving thi ongoing identiﬁcationﬁd implementation of sustainable new savings

programs and gap ng actions will be required.

-2019 Caiital Program is necessary in order to meet all important

V******

The full funding of the
requirements.
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY

(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2014 AND 2013

ASSETS

CURRENT ASSETS:
Cash (Note 3)
Receivables:
New York City Department of Education
NYC operating recovery
Due from MTA
MTA capital program funds receivable

Other .

Less allowance for doubtful accounts

Net receivables A

M aterials and supplies — at average cost — net
Pension prepayment (Note 7)
Other current assets

Total current assets

NONCURRENT ASSETS — Capital assets at cost, less a
$157,637,571 and $149,714,827 in 2014 and 2013, respecti

depreciation of
(Note's)

TOTAL ASSETS
4

LIABILITIES AND NET PO

CURRENT LIABILITIES:
Accounts payable
Accrued salaries and wages
Accrued sick i

and constituent autho
ility arising from inju

ics (Note 4)
persons, current portion (Note 9)

to persons, long-term (Note 9)
Pollution remediation projects

Total noncurrent liabilities
Total liabilities

NET POSITION:
Net investment in capital assets
Unrestricted

Total net position

TOTAL LIABILITIES AND NET POSITION

See notes to financial statements.
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2014

604,095

739,022
34,504,000
24,120,567

76,574

191,32

(137.,7

2013

$ 801,331

767,662
30,791,000
171,211
594,845
987,061
(81,530)

59,493,777

,230,249

1,343,185 1,192,099
766,528 636,622
823,527 618,738

63,031,107 36,479,039
135,078,780 118,120,898
$198,109,887  $154,599,937

$ 1,057,274 $ 1,406,032

2,964,242 422,242
3,388,751 3,196,326
704,971 805,969
1,268,191 1,242,599
59,580,276 27,532,038
1,494,750 1,215,150
70,458,455 35,820,356
17,037,528 14,639,843
8,470,250 6,885,850
320,088 449,922
25,827,866 21,975,615
96,286,321 57,795,971
135,078,780 118,120,898
(33,255,214) (21,316,932)
101,823,566 96,803,966
$198,109,887  $154,599,937

Master Page # 426 of 476 - Audit Committee Meeting 4/29/2015



STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013

OPERATING REVENUE:
Fare revenue $ 98,026 $ 5,504,313
Student fare reimbursement ,680,645 1,725,046
Elderly fare reimbursement 33,672 33,672
Other 694,898 678,924
Total operating revenues 8,307,241 7,941,955

OPERATING EXPENSES:
Salaries and wages ..\ ® 23,166,968 19,039,831
Health and welfare 3,004,620
Pensions 5,831,533
Other post employment benefits A 3,492,000 58,586
Other fringe benefits 4,902,841 ,228,947
Traction and propulsion power 4,586,848 4,290,383

(44,432,839)

Materials and supplies 1,766,479 1,410,895
Insurance 1,593,515 588,160
Public liability claims (Note 2) 283,247 14,000
Maintenance and other operating expenses 832,580 869,161
Professional service contracts ,246,632 731,103
Environmental remediation (41,544) 186
Depreciation 7,922,745 8,114,137
Other business expenses 209,696 592,252
Total operating expenses ) 60,123,486 50,873,794
Asset impairment and related - 1,501,000
OPERATING LOSS 4 (51,816,245)
NONOPERATING REVENUE — O ssist ies:
New York Sta i 3,625,148

3,510,173

New York 555,352 555,352

ity — 18B Assistance 555,352 555,352

ing recovery subsidy (Note.2) v 27,746,000 23,877,000

uthority/Federal E ncy Management Agency

29,246 1,813,481

32,511,098 30,311,358

et 125,029 47,529

32,636,127 30,358,887
LOSS BEFORE CAPITAL CONTRIBUTIONS (19,180,118) (14,073,952)

CAPITAL CONTRIBUTIONS:

MTA contributions for capital projects 24,199,718 12,945,244
Increase (decrease) in net position 5,019,600 (1,128,708)
NET POSITION — Beginning of year 96,803,966 97,932,674
NET POSITION — End of year $ 101,823,566 $ 96,803,966

See notes to financial statements.
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014
CASH FLOWS FROM OPERATING ACTIVITIES:
Passenger receipts $ 0,983
Rent and other receipts 778,542

Payroll and related fringe benefits
Other operating expenses

480,223)
251,298)

2013

$ 7,906,461

578,412
(32,474,671)
(7,099,289)

Net cash used in operating activities (36,311,996)

(31,089,087)

4\

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES: A
Subsidies received

4,925,233

34,338,625

Repayment of NYC Operating Recovery advanced by MTA - (2,816,000)
FTA / FEMA reimbursement 29,246 1,813,481
Net cash provided by noncapital financin 4,954,479 33,336,106
CASH FLOWS FROM CAPITAL AND RELATE \
FINANCING ACTIVITIES: ' 4
Capital expenditures (24,880,627) (15,064,805)
Reimbursement of capital from MTA v 24,402,328 17,125,087
Net cash (used 4 ided by capital and related\
financing activit l (478,299) 2,060,282
' 43,497,996 41,414,839
v (11,859,416) (45,456,000)
) investing activities 31,638,580 (4,041,161)
CASH (197,236) 266,140
801,331 535,191
CASH — End of year $ 604,095 $ 801,331
NONCASH CAPITAL AND RELATED FINANCING
ACTIVITIES —
MTA contributed capital assets to SIRTOA of $24,199,718
and $12,945,244 in 2014 and 2013, respectively.
See notes to financial statements. (Continued)
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY

(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

RECONCILIATION OF CASH FLOWS FROM OPERATING
ACTIVITIES:
Operating loss before non-operating revenues and contributions
Adjustments to reconcile operating loss to net cash used in
operating activities — depreciation
Changes in operating assets and liabilities:
Decrease in receivable from New York City Department of: ~

Education
Decrease (increase) in receivable from MTA A
Decrease (increase) in other receivables

(Increase) decrease in materials and supplies inventory
Increase in other assets

(Increase) decrease in pension prepaymen
(Decrease) increase in accounts payable
Increase in accrued salaries and wages
Increase in accrued sick and vacation
Decrease in payroll taxes payable
Increase (decrease) in due to MTA and constituent Authorities
Increase (decrease) in dueto NewaY ork City Transit/Authority

Increase in other post employment benefits
ilities arising from \

Increase in estimate

personal injuries
Decrease in liability for e
pollution remediation

o

See notes ncial statemen
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2014

16,245)

7,922,745

28,640
83,644

2013

$(44,432,839)

8,114,137

643,430
00,512)

739,544 (118,611)
(151,086) 709,050
(204,789) (423,485)
(129,906) 1,967,533
(348,758) 404,064

,000 390,263
92,425 404,552
(100,998) (237,891)
773,345 (388,458)

25,592 (589,275)

2,397,685 1,413,348

1,864,000 1,254,000
(129,834) (98,393)

$(36,311,996)

$(31,089,087)

(Concluded)

Master Page # 429 of 476 - Audit Committee Meeting 4/29/2015



STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

1. BASIS OF PRESENTATION

Reporting Entity — The Staten Island Rapid Transit Operating Authori
is a public benefit corporation subsidiary of the Metropolitan Transpo
organized pursuant to the New York State (“State”) Public Authoriti

‘SIRTOA” or “Authority”)
n Authority (“MTA”)
. SIRTOA is part of the

MTA is a component unit of the State and is included in the State of New Yorkls Comprehensive

Annual Financial Report as a public benefit corporation.
™

pending renewal of its Lease and Operating Agree
(“The City”). The Operating Agreement provides that SIRTOA est
operations self-sustaining (as defined in the Operating Agr
The City pays SIRTOA’s capital costs and operating deficit
Operating Agreement at any time.

SIRTOA requires and will continue to req antial subsidies ious governmental sources
in order to maintain its operations in the futuze. TOA estimates th ent fare levels and
anticipated operating subsidy levels will provide sufficient revenue to neet operating expenses.
Subsidies required for future years are presently,being determinedsIf the funds made available to
SIRTOA are not sufficient to mect its needs, SIRFOA must raise fares, curtail its services and
operations or defer certain other expenditures (but not maintenance) in order to continue operating

2. SUMMARY OF SIG ANT ACCOUNTING POLICIES

Basis of Accounting — Th ompan al statements have been prepared on the accrual basis
h accounting principles generally accepted in the United States of

applies Govern
and Financial

al Accounting Standards Board (“GASB”) Codification of Governmental
ortingStandards (“GASB Codification) Section P80, Proprietary
rting.

— SIRTOA has not completed the process of evaluating the impact of
GASB Statement Nox, 684Accounting and Financial Reporting for Pensions. GASB Statement No. 68
replaces the requirements of GASB Statement No. 27, Accounting for Pensions by Sate and Local
Governmental Employers and GASB Statement No. 50, Pension Disclosures — an amendment of GASB
Statements No. 25 and No. 27, as they relate to governments that provide pensions through pension plans
administered as trusts or similar arrangements that meet certain criteria. GASB Statement No. 68
requires governments providing defined benefit pensions to recognize their long-term obligation for
pension benefits as a liability for the first time, and to more comprehensively and comparably measure
the annual costs of pension benefits. The Statement also enhances accountability and transparency
through revised and new note disclosures and RSI. The provisions in GASB Statement No. 68 are
effective for fiscal years beginning after June 15, 2014.
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SIRTOA has completed the process of evaluating the impact of GASB Statement No. 69, Gover nment
Combinations and Disposals of Government Operations. GASB Statement No. 69 establishes
accounting and financial reporting standards related to government combinations and disposals of
government operations. GASB Statement No. 69 requires the use of carrying values to measure the
assets and liabilities in a government merger and requires measurements of assets acquired and liabilities
assumed generally to be based upon their acquisition values. GASB Statement No. 69 also provides
guidance for transfers of operations that do not constitute entire legally separate entities and in which no
significant consideration is exchanged. GASB Statement No. 69 provides accounting and financial
reporting guidance for disposals of government operations that have been transferred or sold. GASB
Statement No. 69 requires disclosures to be made about government co tions and disposals of
government operations to enable financial statement users to evaluate the nature and financial effects of
those transactions. SIRTOA has determined that GASB Statement ad no impact on its financial
position, results of operations, and cash flows.

SIRTOA has completed the process of evaluating the impact of GASB Statement No. 70, Accounting
and Financial Reporting for Nonexchange Financial Guarantees, which requires‘a state or local
government guarantor that offers a nonexchange financial guarantee to another orga
government to recognize a liability on its financial&tatements when:it is more likely th that the
guarantor will be required to make a payment to the obliga nder the agreement. GASB
Statement No. 70 also requires a government guarantor to qualitative factors when determining
if a payment on its guarantee is more likely than not to be req Such factors may include whether
iencing signi cial difficulty or initiating the

ent No. 70 further requires
an issuer government that is required to rep rantor for guarant ments made to continue to
report a liability unless legally released. When.a government.is released, the government would
recognize revenue as a result of being relieved of the©bligation. Thi§ Statement also requires a
government guarantor ordssuento disclose information about the amounts and nature of nonexchange
TOA has determined that GASB Statement No. 70 had no impact on its
financial position ts of operations, and cash flows.

SIRTOA has not comp f evaluating the impact of GASB Statement No. 71, Pension
Transition for,Contributiol W Measurement Date. The objective of GASB
issue regar application of the transition provisions of GASB
nt No. 68, Accounting and Financial Reporting for Pensions. The issue relates to amounts
iated with contributions, if any, made’by a state or local government employer or non-employer
ing entity to a defined benefit pension plan after the measurement date of the government’s
et pension liability. The requirements of this Statement will eliminate the source of a
ificant understatement of restated beginning net position and expense in the first year of
ement No. 68 in the accrual-basis financial statements of employers and
non-employer ibuting'entities. This benefit will be achieved without the imposition of significant
additional costs. The requirements of this Statement should be applied simultaneously with the
provisions of GASB|Statement No. 68 and are effective for fiscal years beginning after June 15, 2014.

SIRTOA has not completed the process of evaluating the impact of GASB Statement No. 72, Fair Value
Measurement an Application. The objective of GASB Statement No. 72 is to improve financial reporting
by clarifying the definition of fair value for financial reporting purposes, establishing general principles
for measuring fair value, providing additional fair value application guidance, and enhancing disclosures
about fair value measurements. These improvements are based in part on the concepts and definitions
established in Concepts Statement No. 6, Measurement of Elements of Financial Satements, and other
relevant literature. The provisions in GASB Statement No. 72 are effective for periods beginning after
June 15, 2015.
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Capital Assets — SIRTOA is part of the MTA five-year Capital Program (“Capital Program”). The
costs of capital assets acquired and transferred to SIRTOA without payment obligation under the MTA
Capital Program is reflected in the accompanying financial statements under the captions “Capital
Assets” and “Net Investment in Capital Assets.”

The cost of SIRTOA’s City funded in-house track rehabilitation is reflected in the accompanying
financial statements under the captions “Capital Assets” and “Net Investment in Capital Assets.”

Capital assets are carried at cost and are depreciated on a straight-line basis over their estimated useful
lives of 25 years for shops and yards, stations and signals. Track is depreciatediover 30 years while

structures and equipment and others are depreciated over 10 years. Vehicles are depreciated over 5 and
10 years, depending on their nature.

Net Position — SIRTOA follows the “business type” activity requirements of GASB Statement No. 34,
which requires that resources be classified for accounting and teporting purposes into the following
three net position categories: -

tstanding
of those

e Net Investment in Capital Asset — Capital as&Anet of accu
principal balances of debt attributable to the acquisitiony.cons
assets.

ated depreciation
ion or improvem

e Restricted:

- Nonexpendable — Net position subjec ternally impose ations such that SIRTOA
maintains them permanently. For the years ended Dqu\mber 31,2014 and 2013, SIRTOA did
not have nonexpendable restricted net'position. 4

- Expendable et position whose use by SIRTOA is subject to externally imposed stipulations
that can be fulfilled by actions of SIRTOA pursuant to those stipulations or that expire by the

expendable re net/position.
icted —Net posi that is no t to externally imposed stipulations. Unrestricted net

SIRTOA rec

s operating assistance subsidies under various New York State (the
from the proceeds of certain taxes instituted by the State for the benefit
uthority and SIRTOA. These subsidies are subject to annual

ental units and periodic approval of the tax subsidies.

SIRTOA’s policy is'to record one year’s operating assistance subsidy in each fiscal year. Such subsidy is
recorded as revenue/as the funds are made available. The New York City Transit Authority administers
all tax-supported subsidies for SIRTOA on a formula amount determined by passenger ridership and
vehicle revenue miles. The tax-based subsidies are recognized as revenue based on the amount of tax
collections reported by the State, which are allocable to SIRTOA pursuant to this formula. In 2014 and
2013, the MTA provided SIRTOA with budgeted amounts of operating assistance subsidies as required.
The MTA did not make the funds available to SIRTOA before they were required to finance its
operations.

-17 -

Master Page # 432 of 476 - Audit Committee Meeting 4/29/2015



Pursuant to a letter agreement between The City and MTA, The City has agreed to pay SIRTOA’s
annual operating deficit, the difference between the actual operating costs and all revenues, including
reimbursements, as an annual subsidy to SIRTOA. At December 31, 2014, SIRTOA recorded a NYC
operating recovery receivable and subsidy revenue of $34,504,000 and $27,746,000, respectively for the
calendar year 2014. In 2014, MTA received $24,033,000 from The City for calendar year 2013
operating deficit on behalf of SIRTOA. This amount was recorded as a receivable Due from MTA at
December 31, 2014.

In addition to operating and tax supported subsidies, SIRTOA receives expense reimbursement subsidies

repurchase agreements collateralized by U.S. Treasury securities, U.S. Treasury,notes and U.S. Treasury
zero-coupon bonds. All investments are held by the MTA’sdagent in.custody aceounts in the name of the
MTA. -

value derived on nvested in
iation, which is not significant to
the Authority’s financial statements.

The Authority records its position in the Pool baseA)on a net ass
the Pool plus all realized income and losses earned. Unrealized ap
the Authority, is retained on the MTA’s books and not incl

Investments — SIRTOA’s investment
guidelines for such operating and capital
obligations of the U.S. Treasury, its agenci
by such obligations.

ies comply with th York State Comptroller’s
investments in, among others,

strumentalities, a rchase agreements secured

Investments are recorded.enrthe statement of net position at fair, value. All investment income, including
changes in the fair va f investments, is reported as revenueOn the statement of revenues, expenses

and changes in net tion. Fairyalues have been 'determined using quoted market values. At December
31,2014 and 20 A had investment balances,ofs$167,978 and $162,440, respectively, classified
under other current ass

les — Receivabl
counts, to repo

re recorded as amounts due to SIRTOA, reduced by an allowance for
receivables at net realizable value.

iation Projects — Pollution remediation costs are being expensed in accordance with
SB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligationsi(see Note 10). An operating expense provision and corresponding liability
measured at current' value using the expected cash flow method has been recognized for certain pollution
remediation obligations, which previously may not have been required to be recognized, have been
recognized earlier than in the past or are no longer able to be capitalized as a component of a capital
project. Pollution remediation obligations occur when any one of the following obligating events takes
place: SIRTOA is in violation of a pollution prevention-related permit or license; an imminent threat to
public health due to pollution exists; SIRTOA is named by a regulator as a responsible or potentially
responsible party to participate in remediation; SIRTOA voluntarily commences or legally obligates
itself to commence remediation efforts; or SIRTOA is named or there is evidence to indicate that it will
be named in a lawsuit that compels participation in remediation activities.
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Public Liability Claims — SIRTOA establishes its liability to employees and to the general public on
the basis of independent actuarial estimates of future liability.

Materials and Supplies — Materials and supplies consist of new maintenance parts and supplies, and
are recorded at weighted average cost, net of a reserve for obsolescence.

Revenue Recognition — Revenues from the sales of farecards are recognized as income as the
farecards are used and are reported as operating income.

Operating Expenses — Operating expenses are recognized in the accou
liability is incurred. All expenses related to operating SIRTOA (e.g., s
depreciation, etc.) are reported as operating expenses.

gperiod in which the
1es, insurance,

Pension Plans — In November 1994, GASB issued Statement No. 27, Accaunting for Pensions by State
and Local Governmental Employers, which establishes standards for measurement, recognition, and
display of pension expense and the related accounting forfassets, labilities, disclosutes, and required
supplementary information, if applicable. SIRTOA has adopted this standard for its ion plans.
Pension cost is required to be measured and discl(%using the ac
pension cost should be equal to the annual required contributions
calculated in accordance with certain parameters.

Postemployment Benefits Other than e GASB issued Statement No. 45,
Accounting and Financial Reporting by Benegfits Other Than Pensions.
This Statement establishes standards for th
expense/expenditures and related liabilities ets), note disclosures, and if applicable, required
supplementary information (“RSI”) in the financial reports of state.and local governmental employers.
In June 2005, GASB issuedsStatement No. 47, Aeccounting for Termination Benefits. This statement
establishes accountin ndards for termination benefits. For términation benefits provided through an
existing defined benefit OPEB plan, the provisions of this Statement should be implemented
simultaneously quirements of GASB Statement No. 45. SIRTOA has adopted these standards

for its postemploymen its other than pensions.
agement’s Estimates — The 1on of financial statements in conformity with

ng principles generally accepted in the United States of America requires management to make
tes and assumptions: These estima,ty and assumptions affect the reported amounts of assets and
ies and disclosure of contingent assets and liabilities at the date of the financial statements. In

ey affect the reported amounts of revenues and expenses during the reporting period. Actual
estimates and assumptions.

Bank balances are insured up to $250,000 in the aggregate by the Federal Deposit Insurance Corporation
(“FDIC”) for each bank in which funds are deposited. The bank balances in 2014 and 2013, that were
not insured, were maintained in major financial institutions considered by management to be secure. The
difference between the carrying amount and the bank balance for the years ended December 31, 2014
and 2013, is due to deposits in transit offset by any outstanding checks.
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At December 31, 2014 and 2013, cash consisted of:

2014 2013
Carrying Bank Carrying Bank
Amount Balance Amount Balance
Insured deposits (“FDIC”) $ 250,000 $ 250,000 $250,000 $250,000
Uninsured deposits 354,095 385,132 551,331 554,587
$ 604,095 $ 635,13 $801,331 $804,587

MTA INVESTMENT POOL

The MTA, on behalf of SIRTOA, invests funds which are not i required for SIRTOA’s
operations, in securities permitted by the State Public Authorities Law, including repurchase agreements
collateralized by U.S. Treasury, U.S. Treasury notes, and UsS Treasury zero coupon bonds. All
investments are held by the MTA’s agent, in custody accounts,}the name of the . SIRTOA
records its position in the Pool based upon a net asseta/alue derived on assets inves
all realized income and losses earned. Unrealized
retained on the MTA’s books and not included in SIRTO,
from short-term investments were $3,501 and $2,083 for t
respectively. As of December 31, 2014 and 2013, SIRTOA h
$58,220,298 and $26,945,405, respectiv s funds were used
the timing of the NYC operating recove
MTA and constituent authorities.

ended December 31, 2014 and 2013,
egative investment pool balance of

CAPITAL ASSETS

Capital assets at Dece

31 consisted of the foI!owing: v

December 2013 ditions Deletions December 2014
1,3 $ - - $ 21,359,878
53,657, 2,037,751 - 55,694,772
28,772,654 - - 28,772,654
21,424,780 - - 21,424,780
81,972, - - 81,972,877
8,074,883 1,338,653 - 9,413,536
1,680,792 616,895 - 2,297,687
12,341,743 - - 12,341,743
38,551,096 24,352,022 (3,464,693) 59,438,425
assets, at cost 267,835,724 28,345,321 (3,464,693) 292,716,352
Less accumulated
depreciation (149,714,827) (7,922,745) - (157,637,572)
Capital assets — net $ 118,120,898 $20,422,576 $ (3,464,693) $ 135,078,780
* Assets under construction are non-depreciable.
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December 2012 Additions Deletions December 2013
Track $ 21,359,878 $ - - $ 21,359,878
Structures 38,433,678 15,223,343 - 53,657,021
Cars 28,252,117 520,537 - 28,772,654
Shops and yard 21,424,780 - - 21,424,780
Stations 81,846,294 126,583 - 81,972,877
Signals 8,074,883 - - 8,074,883
Vehicles 260,566 1,420,226 - 1,680,792
Equipment and other 12,341,743 - 12,341,743
Under Construction*® 39,868,306 14,132,434 38,551,096
Total capital
assets, at cost 251,862,245 31,423,123 267,835,724

Less accumulated

depreciation (8,114,137) ~ -

$A08,986

* Assets under construction are non-depreciable.

(141,600,689) 149,714,827)

Capital assets — net $ 110,261,556

ASSET IMPAIRMENT AND RELA

On October 29, 2012, Tropical Storm Sand andfall just south antic City, New Jersey, as a
post-tropical cyclone. The accompanying storm surge and high winds caused widespread damage to the
physical transportation assets operated by SIRTOA.SIRTOA expect§ to recoup most of the costs
associated with the repairfor replacement of assets‘damaged by the storm over the next several years
from a combination surance and federal goveXrnent assistance programs.

As of December31, the impairment losses to SIRTOA’s assets (based upon estimates of the

extent of impairment o stoticallor.book value? of affected assets) are estimated to be
$10,994,261frem inceptio . ociated with the storm included repair and clean-up
expen ich are also includediin “Asset impairment and related expenses”. For the year ended

er 31, 2014, 'no storm related.repair and clean-up expenses were incurred; $1,501,000 were
d for the year ended\December 3i2013. No funds were received in 2014 from the Federal
« ””) for storm related repair and clean-up costs. The Authority received

gnize ins
are es

nce proceeds for Tropical Storm Sandy-related losses in future periods
able and all related contingencies are removed.

As previously noted, federal governmental assistance programs are anticipated to cover many of the
Sandy-related costsfassociated with repair and replacement of assets damaged in the storm. The Disaster
Relief Appropriations Act (“Sandy Relief Act”) passed in late January 2013, appropriated a total of
$10.9 billion in Public Transportation Emergency Relief Program funding to the FTA to assist affected
public transportation facilities in connection with infrastructure repairs, debris removal, emergency
protection measures, costs to restore service and costs related to implementing resiliency measures
against future storms (hardening) at various facilities. The Sandy Relief Act also provided substantial
funding for existing disaster relief programs of the Federal Emergency Management Agency (“FEMA”).
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Of the $10.9 billion amount, under the Sandy Relief Act, an initial tranche of $2.0 billion has been
allocated by the FTA to affected state and local public transportation entities by the end of March 2013.
On March 6, 2013, the Secretary of Transportation announced that $194.0 million had been allocated to
MTA, representing principally reimbursements for costs associated with preparing MTA’s system for
the storm and for restoring service post-storm; the FTA subsequently entered into a grant agreement
with the MTA obligating these funds. On March 29, 2013, the FTA published its allocations for the
remainder of the initial $2.0 billion. MTA was allocated an additional $1.0 billion of these monies,
bringing MTA's total allocation from the first $2.0 billion tranche of FTA Emergency Relief funds to
$1.194 billion. On May 23, 2013, the FTA allocated an additional $3.7 billien to our region’s
transportation providers. The MTA will receive $2.6 billion of this additi allocation bringing MTA’s
total allocation to $3.8 billion. The funds made available through this additional allocation includes
$898.0 million set aside to help the MTA with resiliency projects t sure transit assets are better
able to withstand future disasters. FTA approval of specific gra ill need to be obtained prior to
MTA’s actual receipt or expenditure of any of these allocated funds.

Monies granted by FTA and FEMA to MTA for restoration of sp}ciﬁc assets damaged in connection
with Tropical Storm Sandy are anticipated to be redueed in amount (or subject to re sement) to the
extent MTA also receives insurance proceeds cov& damage to such specific assets.

EMPLOYEE BENEFITS

Pension Plan — SIRTOA active and re
Defined Benefit Pension Plan (the “Plan”
provides retirement, disability, and death b Plan members an ficiaries. Authority to
establish and amend the Plan is vested in the'MTA. There ar@i94 SIRTOA members in the Plan as of
January 1, 2014. The Plan issues a publicly availablefinancial répest'that includes financial statements
and required supplementaryiinformation. Copies of the report may be obtained from the MTA.

v

to fund, at.a minimum, the ent year’s normal pension costs. Contribution
bers and SIRTOA are established and may be amended by the MTA.

eficiaries are included in the MTA

employees and the
i Itiple employer plan which

It is SIRTOA’s poli
requirements of Pla

Contributions by mem ired prior.to June 1, 2010 are 3.0% of compensation and contributions by
members hired on and aft 1,2 9 compensation. Plan member contributions cease
after 10 of credited ser

A’s contribution 18 determined based on The Plan’s annual actuarial valuation. In 2014, the MTA
he annual SIRTOA required contribution. Contributions toward unfunded accrued liability are
n.

d Transit Operating Authority Pension Plan was merged with the MTA

, e January 1, 2005. Plan assets were transferred to the MTA Defined
Benefit Plan Master Trust, along with all accumulated employer and employee contributions during the
fourth quarter of 2005. In addition, annuity funds totaling $323,918, which had previously been invested
in the MTA investment pool, were transferred to the MTA Defined Benefit Plan Master Trust as an
additional employer contribution in 2005.
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SIRTOA’s annual contributions to the MTA Defined Benefit plan as a percent of covered payroll are
36.7%, 22.6% and 42.4% for the years ended December 31, 2014, 2013 and 2012, respectively. The
actual contributions for the years ended December 31, 2014, 2013 and 2012, were $5,994,809,
$3,864,000 and $6,439,000, respectively; the required contributions were $5,864,903, $5,831,533 and
$4,900,000, respectively. Further information about the Plan is more fully described in the separately
issued financial statements which can be obtained by writing to the MTA Comptroller, 2 Broadway,
New York, New York 10004.

Pension Plan Prepayment — Employer contributions to the Plan in 2014, 2013, and 2012 were based
on preliminary estimates, which exceeded required contributions by $766,528: This overpayment is
treated as a 2014 Pension Plan prepayment.

Section 401(k) Plan — SIRTOA’s employees may participate in ’s deferred compensation
plan established in accordance with Internal Revenue Code Section 401(k). The plan was established in
1988 and is currently available to all employees. All amountsyof compensation deferred under the plan,
and all income attributable to such compensation, are solely theiproperty of theparticipants.
Accordingly, no amounts are reflected in the accompanying financial statements for the 401(k) Plan.
SIRTOA is not required to, and did not, make any cefittibutions te.the Plan in 2014

OTHER POSTEMPLOYMENT BENEFITS

SIRTOA has implemented GASB Statement No. 45, Account
for Postemployment Benefits Other Tha ions (“GASB 457).
standards for the measurement, recognitio isplay of Other P
expense/expenditures and related liabilities
supplementary information (“RSI”) in the financial reports ofstate and’local governmental employers.

d Financial Reporting for Employers
is Statement establishes the
ment Benefits (“OPEB”)

Postemployment benefitsatempart of an exchange of salaries and benefits for employee services
ve been funded on a pay-as-you-go basis and have been reported in financial

pproximates employees’ years of service and provides information about
i and to what extent progress is being made in

escription — The benefits provided by SIRTOA include medical, pharmacy, dental, vision and
rance, plus monthly supplements for Medicare Part B or Medicare supplemental plan

ent and welfar d contributions. The different types of benefits provided vary by
ployees versus management). All benefits are provided upon retirement
lan. SIRTOA provides benefits to some members if terminated within
eligibility.

TA Pensi
5 years of att retirem

SIRTOA participates in'the New York State Health Insurance Program (“NYSHIP”) to provide medical
and prescription drug benefits, including Medicare Part B reimbursements to many of its members.
NYSHIP provides 4 PPO plan and several HMO plans. Represented and non-represented employees who
retired prior to January 1, 1996 or January 1, 2001, do not participate in NYSHIP. These benefits are
provided either through a self-insured health plan, a fully insured or an HMO.

SIRTOA is a participating employer in NYSHIP. The NYSHIP financial report can be obtained by

writing to NYS Department of Civil Services, Employee Benefits Division, Alfred E. Smith Office
Building, 805 Swan Street, Albany, NY 12239.
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GASB 45 requires employers to perform periodic actuarial valuations to determine annual accounting
costs, and to keep a running tally of the extent to which these amounts are over or under funded. The
valuation must be performed at least biennially. The most recent biennial valuation was performed for
the year ended December 31, 2013, and was performed with a valuation date of January 1, 2012. The
total number of plan participants as of December 31, 2014, receiving retirement benefits was 107.

During 2012, MTA funded $250 million into a Trust allocated between Headquarters and New York
City Transit. In addition, $50 million was funded during 2013 allocated between Long Island Railroad
and Metro-North Railroad. No Trust contributions were made in 2014. Under GASB 45, the discount
rate is based on the assets in a trust, the assets of the employer or a blend of the two based on the
anticipated funding levels of the employer. For this valuation, the disc rate reflects a blend of Trust
assets and employer assets. The assumed return on Trust assets is 6 ereas the assumed return on
employer assets is 3.5% resulting in a discount rate under GASB .15%, which is slightly lower
than the discount rate of 4% used in the prior valuation. This decrease is primarily due to the decrease in

Treasury yields and thus, returns on employer assets since the prioryyaluation.
N\

Annual OPEB Cost (“AOC”) and Net OPEB Obligation — SIRTOA’s annual O cost (expense)
represents the accrued cost for postemployment benéfits,under GASB 45. Currently, expenses
the actual benefits paid during a year. The cumulative difference b en the annual O cost (new
method) and the benefits paid during a year (old method) i et OPEB obligation (the” Net
OPEB Obligation”), included on the statements of net positi e annual OPEB cost is equal to the
annual required contribution (the “ARC%):less adjustments if a PEB Obligation exists and plus the
interest on Net OPEB Obligations. The A ual to the norm plus an amortization of the
unfunded liability.

Actuarial Cost, Amortization Methods and'Assumptions —For determining the ARC, SIRTOA has
chosen to use the Frozen Initial Liability (“FIL*),Cost Method; one of the cost methods in accordance
with the parameters o SB 45.The initial liability is amortized over a 22 year period. The remaining
amortization perio ecember 31, 2014, is 15 years.

bility over an employee’s career, an actuarial cost method divides the present
i d to_past years (the “Accrued Liability” or “Past Service
ythe part.that is b e “Normal Cost”), and the part that will be earned in
rs (the “Future Service Liability”). Under the FIL Cost Method, an initial past service liability
rmined based on the Entry Age:Normal (“EAN”) Cost Method and is amortized separately. This
ervice liability for each individual based on a level percent of pay. The
cated based on the present value of future compensation for all members
al Cost. In future years, actuarial gains/losses will be incorporated into

In order to recognize

Liability for the prier year, increased with interest, reduced by the end-of-year amortization payment and
increased or decreased by any new bases established for the current year.

The difference between the Actuarial Present Value of Benefits and the Frozen Unfunded Accrued
Liability equals the Present Value of Future Normal Cost. The Normal Cost equals the Present Value of
Future Normal Cost divided by the present value of future compensation and multiplied by the total of
current compensation for members less than certain retirement age.

The ARC is equal to the sum of the Normal Cost and the amortization for the Frozen Unfunded Accrued
Liability with appropriate interest adjustments. Any difference between the ARC and actual plan
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contributions from the prior year are considered an actuarial gain/loss and thus, are included in the
development of the Normal Cost. This methodology differs from the approach used for the pension plan
where the difference between the ARC and actual plan contributions from the prior year, if any, will
increase or decrease the Frozen Unfunded Accrued Liability and will be reflected in future amortization
payments. A different approach was applied to the OPEB benefits because these benefits are not
actuarially funded.

Valuation Date — The valuation date is the date that all participant and other pertinent information is
collected and liabilities are measured. This date may not be more than 24 menths prior to the beginning
of the fiscal year. The valuation date for this valuation is January 1, 2012vhich, is 24 months prior to the
beginning of the 2014 fiscal year. Census data for the next full valuati ill be based on a valuation
date of January 1, 2014.

Inflation Rate — 2.5% per annum compounded annually.

Discount Rate — GASB 45 provides guidance to emplogers in selecting the discount rate. The discount
rate should be based on the estimated long-term investiment yield on the investment are expected to
be used to finance the benefits. If there are no planAets, assets o

derive the discount rate. This would most likely result in.a lewer di
significantly higher than if the benefits are prefunded. In r i
investment yields, the discount rate for this valuation has bee

n of the decrease in short-term
ered from 4.0% to 3.75%.

Healthcare Reform — The valuation re actuaries unders
costs due to the Affordable Care Act (“AC dhinto law in Ma 0. An excise tax for high
cost health coverage or “Cadillac” health plans was included. in ACA. The provision levies a 40% tax on
the value of health plan costs that exceed certain thresholds for Single coverage or family coverage. If,
between 2010 and 2018, thercost of health care insurance rises more than 55%, the threshold for the
excise tax will be adjusted. Also included in ACA are various fees (including, but not limited to, the
Patient-Centered mes Research Institute fee, Transitional Reinsurance Program fee, and the Health

Insurer fee) ass ith the initiation of health exchanges in 2014.

umptiw most recent biennial valuations are as follows:

January 1, 2012
Frozen initial liability
i 3.75%
2.5% per annum, compounded annually
ons *
Frozen initial liability
15 years
Closed

ing of the impact in future health

The OPEB-specific actua

Vv 10on date
arial cost method

* In general, all coyerages are paid for by SIRTOA.

Actuarial valuation involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and that actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the future.

Per Capita Claim Costs (“PCCC”) — Use of a blended premium rate for active employees and
retirees under age 65 is a common practice. Health costs generally increase with age, so the blended
premium rate is higher than the true underlying cost for actives and the blended premium is lower than
the true underlying cost for retirees. For retirees, this difference is called the implicit rate subsidy. Since
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GASB 45 only requires an actuarial valuation for retirees, it requires the plan sponsor to determine the
costs of these benefits by removing the subsidy. However, a plan sponsor may use the premiums without
adjustment for age if the employer participates in a community-rated plan, in which the premium rates
reflect projected health claims experience of all participating employers, or if the insurer would offer the
same premium rate if only non-Medicare-eligible retirees were covered.

Based on a 2006 report from the Department of Civil Service of the State of New York regarding
recommended actuarial assumptions used for New York State/SUNY’s GASB 45 valuation sent to all
participating employers, it stated that the Empire Plan of NYSHIP is community-rated for all
participating employers. Each MTA Agency participating in NYSHIP is ore than approximately
1%, and in total, the MTA is approximately 3% of the total NYSHIP lation. Thus, we believe that
the actual experience of the MTA will have little or no impact on t premium and, that it is
reasonable to use the premium rates without age adjustments as

The medical and pharmacy benefits provided to TWU Local 100, ATU 1056 and ATU 726 represented
Transit members are self-insured as well as some Pre-NYSHIP Transit members. For.these benefits, we
developed per capita claims cost relativity factors thatévaried by benefit, age and ge or retirees of

the TWU Local 100, ATU Local 726 and ATU L 056 unions for 2012. These we combined
to match the aggregate claim experience provided by the ori
an incurred versus paid claim adjustment of 2.7% for heal ts and (0.3)% for pharmacy benefits.
Finally, an administrative load was applied equal to 5.8% for ire BCBS medical benefits, 3.8% for

United Healthcare medical benefits and%pharmacy ben
y
~‘ |
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The following charts detail the monthly 2012 PCCCs used in the valuation:

Empire Blue

Cross/

United

Blue Shield Healthcare Pharmacy

Empire Blue
Cross/

United

Blue Shield Healthcare Pharmacy

Age Male Employees Female Employees
30-34 $ 481.70 $§ 921.70 $ 141.22 $ 63331 §$§ 1211.79 $§ 158.70
35-39 697.73 1,335.04 243.03 812.97 242.67
40-44 825.11 1,578.78 290.18 853.83 299.31
45-49 666.26 1,274.83 243.63 717. 280.55
50-54 607.73 1,162.84 213.80 1,221.16 269.44
55-59 717.11 1,372.12 241.25 1,262:45 298.08
60-64 840.40 1,608.02 263.29 746.74 1,428.81 312.32
65—-69 117.36 N/A 292.93 117.42 N/A 296.48
70-74 146.33 N/A 309.9 N/A 17.82
75-79 179.85 N/A 315 N/A .96
80-84 207.25 N/A 318.11 N/A 37.91
85+ 239.19 N/A 311.64 N/A 332.93
Male Depende ale Dependents
30-34 § 25572 § 489.29 97 $ 35022 670.12 $ 87.76
35-39 301.98 577.82 05.18 »382.82 732.50 114.27
40-44 359.62 688.11 126.47 426.70 816.44 149.58
45-49 407.94 780.49 149416 465.67 891.02 182.16
50-54 917.25 168.64 518.28 991.69 218.81
55-59 1,101.54 193.67 567.95 1,086.72 256.58
60-64 1,434.02 234.8 688.17 1,316.75 287.82
65—-69 117. N/ 292.9 117.42 N/A 296.48
70-74 146.33 N/N 140.45 N/A 317.82
179.85 N/A .56 165.16 N/A 330.96
207.25 N/A 318.11 187.84 N/A 337.91
239.19 N/AW" 311.64 216.39 N/A 332.93

rt B Premiu

0se member

nd of 5%
eight

The Medicare Part B premium reimbursement was included in the 2012
vered by NYSHIP. Medicare Part B reimbursements were assumed to
ese trends were combined with the adjusted Getzen model trend to

trend assumption. The weighting was based on an estimated liability basis.

premium
have an ann
determine a sin

Medicare Part D Premiums — GASB has issued a Technical Bulletin stating that the value of
expected Retiree Dfug Subsidy (“RDS”) payments to be received by an entity cannot be used to reduce
the Actuarial Accrued Liability of OPEB benefits nor the ARC. Furthermore, actual contributions made
(equal to the amount of claims paid in a year if the plan is not funded) will not be reduced by the amount
of any subsidy payments received. Accordingly, the 2012 valuation excludes any RDS payments
expected to be received by SIRTOA.

Health Care Cost Trend Rates — For those retirees participating in NYSHIP, the trend assumption

used for 2013 and 2014 was 1.7% and 5.0%, respectively. The healthcare trend assumption is based on
the Society of Actuaries-Getzen Model version 12.2 utilizing the baseline assumptions included in the
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model, except real GDP of 1.8% for medical and pharmacy benefits. Additional adjustments apply based
on percentage of costs associated with administrative expenses, aging factors and potential excise taxes
due to healthcare reform, separately for NYSHIP and non-NYSHIP benefits. These assumptions are
combined with long-term assumptions for dental and vision benefits (4%) plus Medicare Part B
reimbursements (5%). The NYSHIP trend reflects actual increases in premiums through 2014. The
NYSHIP trend is used for six agencies plus the non-represented employees of MTA Bus. This trend also
reflects dental and vision benefits plus Medicare Part B reimbursements. For NYC Transit, this trend is
weighted by liability with the non-NYSHIP trend assumption. The following lists the NYSHIP and non-
NYSHIP trend assumptions along with the resulting trends assumed for Transi

Health Care Cost Trend Rates N
Transit

Fiscal Year <65 >=65

2012 7.3% 8% 4.6%
2013 6.6 4.8
2014 6.2 5.8
2015 5.8 5, 5.7
2016 5.5 5.6 5.6
2017 5.5 12.5 5.6
2022 5.5 6.2 5.6
2027 6.4 5.9
2032 6.2 5.9
2037 5.8 5.7
2042 5.5 5.8
2047 5.4 5.6
2052 5.3 5.5

* Trend not applic actual 2013 premiums evalued

)
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Participation — The table below summarizes the census data provided by SIRTOA and utilized in
the preparation of the actuarial valuation. The table shows the number of active and retired
employees and provides a breakdown of the coverage elected and benefits offered to current retirees.

OPEB Participation for SIRTOA as of January 1, 2012

Active

Members
Number 55
Average age 46.1

Average service 15.0

Retirees

N 22

Single medical coverage
Employee/spouse coverage ‘

Employee/child coverage
No medical coverage

Total number

Average age

Total number with dental
Total number with vision

$ 383

82
$2,543

For mMs that participate in NYSHIP, 100% of eligible members,
urviving spouses, are assumed to elect the Empire PPO Plan. For groups
HIP, details on coverage election rates can be found in NYC Transit

pouses are assumed to be the same age as the employee/retiree. §85% of
male and 60% of female eligible members are assumed to elect family coverage upon retirement.
No children are assumed. Actual family coverage elections for current retirees are used. If a
current retiree’s only dependent is a child, eligibility is assumed for an additional 7 years of dependent
coverage if the member participates in NYSHIP (otherwise, 5 years) from the valuation date was
assumed.
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Demographic Assumptions:

Mortality — Preretirement and postretirement healthy annuitant rates are projected on a generational
basis using Scale AA, as recommended by the Society of Actuaries Retirement Plans Experience
Committee.

Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue collar
adjustments. No blue collar adjustments were used for management members of SIRTOA.

Postretirement Healthy Lives— 95% of the rates from RP-2000 Healthy
males with Blue Collar adjustments and 116% of the rates from the R

mortality table for females. No blue collar adjustments were used fi
SIRTOA.

uitant mortality table for
00 Healthy Annuitant
ement members of

Postretirement Disabled Lives— 75% of the rates from the®RP-2000 Disabled Annuitant mortality table
for males and females. N

Turnover and Retirement Rates — All demograA were based on as ns utilized
in the 2013 actuarial valuation for the MTA Pension Plan, wi ption of the mortality
assumption.

Vestee Coverage — For members that icipate in NYSHIP, es (members who have terminated,
but not yet eligible to retire) are eligible IP benefits pro y the Authority upon
retirement, but must maintain NYSHIP co eir own expens termination to retirement.
Vestees are assumed to retire at first eligibility, and would'eontinue to maintain NY SHIP coverage based
on the following percentages. This assumption is based onﬁt&webpment of Recommended Actuarial
Assumptions for New YorksState/SUNY GASB 45¢Valuation report provided to Participating
Employers of NYSHI Se percentages were eiapplied tofcurrent vestees.

Age at Terminati Percent Electing

<4 - %

40-43 5
44 20
454 30
47-48 40
49 50
50-51 80
52+ 100
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The following table shows the elements of SIRTOA’s annual OPEB cost for the year, the amount
contributed, and changes in SIRTOA’s net OPEB obligation to the plan for the years ended December 31,
2014 and 2013. The portion of this actuarial present value allocated to a valuation year is called the
Normal Cost. Calculations are based on the types of benefits provided under the terms of the substantive
plan at the time of each valuation and on the pattern of sharing costs between the employer and plan
members to that point. Calculations reflect a long-term perspective.

(In thousands) 2014 2013
Annual required contribution 4,340 $ 3,924
Interest on net OPEB obligation 549 496
Adjustment to annual required contribution (1,397) (1,261)
Annual OPEB cost/expense 3,492 3,159
Contributions made - (1,094 (1,745)

Increase in net OPEB obligation A 2,398 Al4

Net OPEB obligation — beginning of year 14,640 13,226

Net OPEB obligation — end of year $17,038 $14,640

SIRTOA’s annual OPEB cost, the percentage of annual OPE%E:“st co uted and the net estimated
OPEB obligation for the year ending December,31, 2014,2013 and 2012 were as follows (in thousands):

¢ Percentage of
nnual Annual OPEB Net OPEB

Year Ended OPEB Cost Cost Contributed Obligation

December 31, 2014 $ /3,492 313 % $ 17,038

December 3132013 3,159 55.3 14,640
2012 2,933 27.1 13,226

A’s funding progr informati(M of December 31, 2014, is as follows (in thousands):

Actual Unfunded
Accrued Actual UAAL as a
Actual Liability Accrued Percentage
luatio Value of Initial Entry Liability @ Funded Covered of Covered
Year Ended Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(A) (B) (B-A) (A/B) ©) (B-A)C
12/31/2014 1/1/2012 $ - $ 32,049 $ 32,049 -% $ 15283 209.7 %

The required schedule of funding progress immediately following the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits.
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RISK MANAGEMENT

SIRTOA is exposed to various risks of loss related to torts; theft of, damage to and destruction of its
assets; injuries to persons, including employees; and natural disasters.

There are a number of claims and suits against SIRTOA for injuries to persons. The amounts claimed
are significantly higher than the amount which management estimates will ultimately be paid. Although
simple claims for minor amounts are frequently settled shortly after they arise, the settlement of more
complex and large claims may take years after the claim is asserted.

It is not possible to determine with any certainty the amount for whic
settled because there are many subjective factors in such determinati
known for months or even years after the incident at issue.

claim will ultimately be
d all of the issues may not be

SIRTOA is self-insured up to certain per occurrence limits forliability claims‘arising from injuries to
persons, excluding employees. For claims arising from in€idents that occurred on orafter November 1,

Claims arising on or after November 1, 2009, but
$2.6 million limit. Effective November 1, 2012, the retention limi i .0 million. Lower
limits applied for claims arising prior to November 1, 200 A is self-insured for work-related
injuries to employees. The annual cost associated with injuri ersons, other than employees, and
damage to third-party property, is reflectéd:in expenses as publi ility claims in the accompanying
consolidated statements of revenues, exp change in net p

SIRTOA establishes its liabilities to employ
actuarial estimates of future liability.

and to the gengal public on the basis of independent

A summary of activitydn the'estimated liability arising from injuries to persons, including employees,
and damage to thirdéparty propetty, for the year er}%ed December 31, 2014 and 2013, is as follows:

2014 2013
Balance== béginning of w $ 8,101,000 $6,847,000
tivity during the year:
rrent year claims changes iMimates 2,939,585 2,099,245
ims paid (1,075,585) (845,245)
d of year 9,965,000 8,101,000
ion (1,494,750) (1,215,150)
Long-term liability $ 8,470,250 $6,885,850

First Mutual Transportation Assurance Company — (“FMTAC”), an insurance captive subsidiary
of MTA, operates a liability insurance program (“ELF”) that insures certain claims in excess of the self-
insured retention limits of the agencies on both a retrospective (claims arising from incidents that
occurred before October 31, 2003) and prospective (claims arising from incidents that occurred on or
after October 31, 2003) basis. For claims arising from incidents that occurred on or after November 1,
2006, but before November 1, 2009, the self-insured retention limits are: $8 million for MTA New York
City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail Road, and MTA Metro-North Railroad;
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$2.3 million for MTA Long Island Bus and MTA Staten Island Railway; and $1.6 million for MTAHQ
and MTA Bridges and Tunnels. For claims arising from incidents that occurred on or after November 1,
2009, but before November 1, 2012, the self-insured retention limits are: $9 million for MTA New York
City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail Road and MTA Metro-North Railroad;

$2.6 million for MTA Long Island Bus and MTA Staten Island Railway; and $1.9 million for MTAHQ
and MTA Bridges and Tunnels. Effective November 1, 2012 the self-insured retention limits for ELF
were increased to the following amounts: $10 million for MTA New York City Transit, MaBSTOA,
MTA Bus, MTA Long Island Rail Road and MTA Metro-North Railroad; $3 million for MTA Staten
Island Railway; and $2.6 million for MTAHQ and MTA Bridges and Tunnels. The maximum amount of
claims arising out of any one occurrence is the total assets of the progra ailable for claims, but in no
event greater than $50 million. The retrospective portion contains the ¢ insurance agreements,
participant retentions, and limits as existed under the ELF program urrences happening on or
before October 30, 2003. On a prospective basis, FMTAC issuesdnsurance policies indemnifying the
other MTA Group entities above their specifically assigned self-insured retention with a limit of

$50 million per occurrence with a $50 million annual aggregate. FMTAC chargesiappropriate annual
premiums based on loss experience and exposure analysi§ to mainitain the fiscal viabi ity of the program.
On December 31, 2014, the balance of the assets inje ELF progrtam was $72.2 mil

MTA also maintains an All-Agency Excess Liability Insurance P at affords the MTA Group
additional coverage limits of $350 million for a total limit million ($350 million excess of
$50 million). In certain circumstances, when the assets in the am described in the preceding

paragraph are exhausted due to payment ims, the All- cess Liability Insurance will

assume the coverage position of $50 milli

On March 1, 2014, the “nonrevenue fleet” autoemobile‘liability policy program was renewed. This
program provides third-party auto liability insutance protection fonthie MTA Group with the exception
of MTA New York City Fransit.and MTA Bridgesand Tunnels. The policy provides $10 million per
occurrence limit wit 0.5 million per occurrence deductible for MTA Long Island Rail Road, MTA
Staten Island Rapi nsit Operating Authority, MTA Police, MTA Metro-North Railroad, MTA
Inspector Gener A Headquarters. FMTAC tenewed its deductible buy back policy, where it

assumes the liability o encies fi iheir deductible.
2014, the “Access-A-Ride” au ile liability policy program was renewed. This

provides third-party auto liability insurance protection for the MTA New York City Transit’s
s-A-Ride program, including the.contracted operators. This policy provides a $3 million per
ce limit with a $1 million per occurrence deductible.

15,2014, F C renewed the primary coverage on the Station Liability and Force

10 million per occurrence loss for MTA Metro-North Railroad and MTA

Property Insurance — Effective May 1, 2014, FMTAC renewed the all-agency property insurance
program. For the annual period commencing May 1, 2014, FMTAC directly insures property damage
claims of the other MTA Group entities in excess of a $25 million per occurrence self-insured retention
(“SIR”), subject to an annual $75 million aggregate as well as certain exceptions summarized below.
The total program is $600 million per occurrence covering property of the related entities collectively.
FMTAC is reinsured in the domestic, Asian, London, European and Bermuda marketplaces for this
coverage. Losses occurring after the retention aggregate is exceeded are subject to a deductible of $7.5
million per occurrence. The property insurance policy provides replacement cost coverage for all risks
(including earthquake, flood and wind) of direct physical loss or damage to all real and personal
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property, with minor exceptions. The policy also provides extra expense and business interruption
coverage.

In addition to the noted $25 million per occurrence self-insured retention, MTA self-insures all risks
(excluding earthquake, flood and wind) above that retention for an additional $362.3 million within the
overall $600 million property program as follow: $33 million (or 33%) of the $100 million layer excess
of the primary $150 million layer, plus $229.3 million (or 91.7%) of the $250 million layer excess of
$250 million, plus $100 million (or 100%) of $100 million excess of $500 million.

FMTAC is 100% reinsured in the domestic, Asian, London, European a
the perils of Earthquake, Flood, and Wind for the $600 million per oc
aggregate property program.

ermuda marketplaces for
ence and in the annual

Supplementing the $600 million per occurrence coverage noted above, FMTAR s property insurance
program has been expanded to include a further layer of $200 million of fully collateralized storm surge
coverage for losses from storm surges that surpass specified trigger levels in the New, York Harbor or
Long Island Sound and are associated with named storims that occur at any point in ree year period
from July 31, 2013 to July 30, 2016. The expanded'protection is réinsured by Metro td., a
Bermuda special purpose insurer independent of the Authori TA and formed to provide
FMTAC with capital markets-based property reinsurance. troCat Re reinsurance policy is fully
collateralized by a Regulation 114 trust invested in U.S. Trea oney Market Funds. The additional
coverage provided is available for storm e losses only after ts available under the $600
million in general property reinsurance ar

With respect to acts of terrorism, FMTAC provides direct coyverage that 1s reinsured by the United States
Government for 85% of “certified” losses, as covereddy the Tetrorism Risk Insurance Act (“TRIA”) of
2007 (originally introducedsim2002). Under the 2007 extension, terrorism acts sponsored by both
foreign and domestic nizations are covered. The remaining’15% of MTA Group losses arising from
an act of terrorism 1d be covered under the additional terrorism policy described below.
Additionally, no ompensation will be paid unless the aggregate industry insured losses exceed

$100 million (“trigger’ United.States government’s reinsurance of FMTAC expired on December
MTAC was able to secure stand-alone terrorism

31, 2014 when Congress
he petiod from January 1, 2 January 12, 2015, when the Federal Terrorism
e Program'was extended for six years and MTA reverted to said program.

ement the reinsurance to FMTAC through the 2007 Terrorism Risk Insurance Program

ation Act (“T ””) program, the MTA obtained an additional commercial reinsurance
rious reinsur. carriers in the domestic, London and European marketplaces. That
policy pro overage for: (1) 15% of any “certified” act of terrorism — up to a maximum recovery
of $161.2 mil r any occurrence and in the annual aggregate, (2) the TRIPRA FMTAC captive
deductible (per o ence and on an aggregated basis) that applies when recovering under the 15%
“certified” acts of terrorism insurance or (3) 100% of any “certified” terrorism loss which exceeds $5
million and less than the $100 million TRIPRA trigger — up to a maximum recovery of $100
million for any occurrence and in the annual aggregate. This coverage expires at midnight on May 1,
2015. Recovery under this policy is subject to retention of $25 million per occurrence and $75 million in
the annual aggregate — in the event of multiple losses during the policy year. In the event that the MTA
Group’s retention in any one year exceed $75 million, future losses in that policy year are subject to
retention of $7.5 million.

At December 31, 2014, SIRTOA does not have any outstanding claims, which require FMTAC
coverage.
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10. CONTINGENCIES

11.

Operating Lease — SIRTOA is currently obligated under an operating lease agreement for its main
office. The lease expires on January 13, 2023. Future minimum base rent under the lease is $205,418
commencing January 14, 2015 with rent increasing at a rate of 2.5% per annum over the life of the lease.

Years Ending

December 31 Operating
2015 205,418
2016 210,554
2017 215,818
2018 221,213
2019 226,743
2020-2023 965,094

Total minimum lease payments § 2,044,

i

Total rent expense for the years ended December 31, 2014 a
respectively.

3, were $377,829 and $286,599,

Pollution Remediation — In accordance Statement No.
Reporting for Pollution Remediation Obligations, SIRTOAwtecognized a credit in pollution remediation
expense of $41,544 in 2014 compared to an expense amount of $1.86#in 2013. The expense credit was
the result of downward medifieation of encumbranées on existing projects. A corresponding decrease in
the remediation liabili as also tecorded. The expense provision was measured at its current value
utilizing the prescribed expected cash flow method (see Note 2). Pollution remediation obligations are
estimates subjectto es resulting from price increases or reductions, technology, or changes in

counting and Financial

’s pollutio diation liability totaled $320,088, primarily consisting
remediation activities associated with asbestos removal, lead abatement, ground water
ination and soil co mination.v

015, the Board voted to increase SIRTOA’s fares effective March 22,

. even-day passes increase from $30 to $31 and MetroCard thirty-day passes increase
from $112 to $1 0. The basic fare increases from $2.50 to $2.75. The single-ride ticket price
increases from $2.75 t0'$3.00. The bonus value increases from 5% to 11%.

k ok ok ok ok ok
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REQUIRED SUPPLEM

-36 -

Master Page # 451 of 476 - Audit Committee Meeting 4/29/2015



STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS

FOR THE STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
POSTEMPLOYMENT BENEFIT PLAN

(In thousands)

%
Unfunded
Actual Actual UAAL asa
Actual Accrued Accrued Percentage
Valuation Value of Liability  Liability Funded Covered of Covered
Year Ended Date Assets (AAL) (U Ratio Payroll Payroll
(A) (B) (B-A) (A/B) © -A)/C
December 31,2014 January 1,2012  $ - $32,MA£3 049 % $15,283
December 31,2013 January 1, 2012 - 32,049 15,283
December 31, 2012 January 1, 2010 - 27,201 14,512

“ 4
N),
y
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Memorandum

Metropolitan Transportation Authority
State of New York

Date April 20, 2015

To Members of the Board

From Lamond W. Kearse, Chief Compliance Officer %’7@

Re  Financial Interest Reports — 2015 Covering Calendar Year 2014

The New York State Joint Commission on Public Ethics (“JCOPE”) recently emailed
notices regarding filing the Annual Financial Disclosure Statement for 2015, covering
calendar year 2014. All Board Members have an obligation to file a financial
disclosure statement with JCOPE pursuant to Section 1.03 of the MTA Board
Member Code of Ethics and New York Ethics Law. This statement, whether
completed on-line or hard copy, should be filled out carefully and thoughtfully and
filed with JCOPE no later than May15, 2015.

JCOPE is authorized to enforce the State’s ethics and financial reporting laws, which
include the ability to impose a civil penalty up to $40,000 or prosecute as class A
misdemeanor violations of those laws. The MTA provides its full cooperation and
assistance to the JCOPE in its enforcement of the law.

Should you find yourself in a situation that raises any questions as to your obligation
to file a financial disclosure statement with JCOPE, | encourage you to contact me at
646-252-1330 for guidance.

c: Thomas F. Prendergast
Donna M. Evans
Jerome F. Page
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Memorandum

Metropolitan Transportation Authority
State of New York

Date April 20, 2015
To All Applicable MTA Personnel

From Lamond W. Kearse, Chief Compliance Officer 4’7@

Re  Financial Disclosure Statement — 2015 Covering Calendar Year 2014

The New York State Joint Commission on Public Ethics (*JCOPE”) has begun the
process of e-mailing or mailing notices regarding the New York State Annual
Financial Disclosure Statement for 2015, covering calendar year 2014, to applicable
employees. All applicable employees have an obligation to file a financial disclosure
statement with JCOPE. This statement, whether completed on-line or hard copy,
should be filled out carefully and thoughtfully and filed with JCOPE no later than May
15, 2015 pursuant to JCOPE’s instructions.

JCOPE is authorized to enforce the State’s ethics and financial reporting laws, which
include the ability to impose a civil penalty up to $40,000 or to seek prosecution as
class A misdemeanor violations of those laws. Pursuant to Board guidelines, in
addition to providing its full cooperation and assistance to JCOPE in its enforcement
of the law, the MTA will impose such disciplinary action as may be appropriate in the
case of violations.

| urge all officers and employees to review our MTA All Agency Code of Ethics and
the materials you received on the Public Officers Law at the time you were hired.
Should you require a copy of these materials, do not hesitate to contact MTA
Corporate Compliance. As you complete your financial disclosure form you should
be aware of any potential conflicts of interest that you may have.

There is no exemption from filing for anyone who is away from work for any part of
the calendar year or is working a reduced work schedule.

Again this year JCOPE will assess penalties for filings received after the statutory
deadline. To avoid late fines and possible disciplinary action, your statement must be
received by JCOPE no later than May 15, 2015.

New employees that are required to file, who commence service after the MTA
submits its written list of financial filers, are required to file within 30 days of
commencing employment.
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Financial Interest Reports
April 20, 2015
Page 2

Should you find yourself in a situation that raises any question as to your obligations
concerning conflicts of interest or whether you are required to file a financial
disclosure statement with JCOPE, | encourage you to contact the Ethics Helpline at
888 U-ASK-MTA (888-827-5682) for guidance.
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Metropolitan Transportation Authority
Ethics and Compliance Program

Report to the Audit Committee
April 29, 2015
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Corporate Compliance: Strategic Alignments

Investigations Governance

CORPORATE
COMPLIANCE

M Disclosure

Ea

y. Compliance Internal Controls

Ethics and Compliance Report 2015
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Corporate Compliance: Ethics and Compliance Issues

Corporate Compliance handled over 400 ethics or compliance
issues in 2014.

— Many received by Email, followed by telephone calls,
helpline and in-person visits

— Issues included
o Attendance at Prohibited Source Events
* Outside Activity Approval Requests
o Gift Issues
* Financial Disclosures
e Reimbursement for Travel Expenses
» Acceptance of Honoraria
e Political Activities

Ethics and Compliance Report 2015
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Expansion of Compliance Training Program

JCOPE Comprehensive Ethics Training
Prevention of Violence in the Workplace+
Right to Know+

Cyber Security*

Internal Controls*

Reasonable Accommodation Series*
Equal Employment Opportunity: Rights and Responsibilities
Sexual Harassment in the Workplace
Anti-Nepotism+

10.Travel and Business Expense+
11.Whistleblower Protection+

12.Computer Usage and Social Media+

© 0N R ®NPRE

* New Courses launched in 2014
+ New Courses Under Development

Ethics and Compliance Report 2015
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New Policy Certifications

* Code of Ethics
* Travel and Business Expense

* Anti-Nepotism Employment
Procedures

e Computer and Social Media Usage
* Whistleblower Protection

Ethics and Compliance Report 2015
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Communications

Availability:
* Code was distributed to all MTA Employees
» Code is posted on the MTA Intranet and Internet

* The MTA All-Agency Code continues to be translated
into Braille

* Code is given to all new Employees

Relevant:
* The Code is maintained and updated as necessary

* On-going discussions regarding modifications to the
Code

Ethics and Compliance Report 2015
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Communications: MTA Today

* One day each month dedicated to Ethics and
Compliance Issues

— Provide Ethics guidance

— Utilizing entertaining videos to engage employee interest

Ethics and Compliance Report 2015
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Communications: E-mail Distributions

Ethikos Magazine-Distributed to all
senior management

Tone at the Top-Distributed to all
senior management

Ethics and Compliance Report 2015
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Communications: Memoranda 2015

New Employee Package
— Public Officers Law
— Code of Ethics
* Holiday Gift-Employees
* Holiday Gift-Vendors
 DPolitical Activity
e Honorarium/Outside Employment
 Specific Events
e Updated Information
 Financial Disclosure

Ethics and Compliance Report 2015
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ETHICS
What's that about?

= It's about speaking up when you know
something's unethical.

= |t's knowing and following our Code
of Ethics.

= Mostly, it's about all the things that
create a work environment that lets
us all do the right thing.

Ask Questions. Get Answers.
MTA Corporate Compliance
§88-U-ASK-MTA
(888-827-5682)

m Motropolitan Transportation Authority

Communications: Promote use of the Ethics Helpline-Signage

Gan You Report Ethics
Violations Without
Giving Your Name?

And is it true that anonymously reported
violations will be investigated thoroughly?

The answer is YES!
MTA Corporate Compliance

is here to answer your questions and to provide
a work environment that lets us all do the right thing.

Ask Questions. Get Answers.
MTA Corporate Compliance
§88-U-ASK-MTA
(888-827-5682)

D) Metrcpaitan Tranaparaticn Authoriry

Ethics and Compliance Report 2015

IS Keeping Quiet
Good?

And is it true that as an MTA employee
you are expected to keep quiet about
things you know are unethical?

The answer is NO!
MTA Corporate Compliance

is here to answer your questions and to provide
a work environment that lets us all do the right thing.

Ask Questions. Get Answers.
MTA Corporate Compliance
888-U-ASK-MTA
(888-827-5682)

w Metropolitan Transportation Autherity
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Corporate Compliance: Coordination

CORPORATE
COMPLIANCE

JCOPE/GOER

Ethics and Compliance Report 2015

10
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g

MTA Headquarters
DDCR Update

Monitoring & Reporting

Status of the MTA IG Recommendations
DDCR Performance Metrics

New Contract Compliance System

Policy Revision
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MTA Headquarters

DDCR Update — Monitoring & Reporting

MWDBE * Active Contracts - As of March 31, 2015

Active Contracts with Goals Federal State
Total Number of MWDBE Contracts 176 463
Total $ Amount of Awards to Prime $9,406,648,842 $7,608,492,059
MTA Overall Goal 17% 20%
Status as of March 31, 2015
Total Payment to Prime $5,275,108,351 $4,601,103,591
Total Payment to MWDBE Firms $161,880,453 $134,251,922

* Minority, Women-owned, and Disadvantaged Business Enterprises
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MTA Headquarters
DDCR Update - Status of the MTA IG Recommendations

The MTA Office of the Inspector General assessed DDCR’s performance in

completing monitoring tasks that have the potential to detect and deter contractor
fraud and other serious compliance violations. Their recommendations are related
to the topics listed below.

1) Establish Performance Metrics - In 6) Establish protocols for contract close
Progress — Target completion date is outs — In Progress - Target completion
December 2015 date is June 2015

2) Revise Standard Operating Procedures 7) Report to Audit Committee —
(“SOPs’”) — In Progress -Target Implemented — Next update in
completion date is June 2015 September 2015

3) Increase Site Visits — Implemented 8) Improve Record Management — In

Progress - Target Completion Date is
October 2015
4) Adjust Payment Verification Procedures- |9) Monitor Goal Compliance -

Implemented

Implemented

5)

Establish list of contracts to be closed out
and plan to address backlog - Implemented

10) Improve Contract Compliance System —
Implemented
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MTA Headqguarters
DDCR Update
Active and Closed Contracts

Performance Metrics — As of April 2015

1. Site Visits In the 15t Quarter of 2015, 65 (77%) have
(84 Visits per Quarter) been completed.

2. Payment Verification $ 268 million in payments to M/W/DBE firms
(Perform verifications at the in closed contracts has been verified.
30%/60%/90% Project
Completion)

Out of this amount, $106 million was paid to
DBEs, and $162 million was paid to M/WBEs.

3. Subcontract Agreements Out of 3,653 subcontract agreements, a total
(Obtain 100% Agreements within  of 3,018 (83%) agreements have been
30 days of the start of the obtained.

project)
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MTA Headquarters
DDCR Update

Inactive Contracts - Status as of April 14, 2015

Inactive Contracts with Goals #
1. Total Contracts Reviewed and Closed 196 (a)
2. Contracts Administratively Closed 62 (b)
Sub-Total 258
3. Close-Outs in Progress 546
4. Contracts Pending Agency Action 277
Total 1,081 (c)

a. 70% of contracts either met or exceeded M/W/DBE goals.
b. Administratively closed because of the age of the contracts (beyond the established seven-year record retention period).
c. This total number of inactive contracts is as of August 2014.
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MTA Headquarters
DDCR Update

Contracts Closed - From August 2014 to April 2015
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MTA Headquarters
DDCR Update

Projected Contract Closeouts - May 2015 to April 2016
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MTA Headquarters
DDCR Update

New Contract Compliance System — B2G System

MTA is in the process of purchasing a new contract compliance system
(B2G System) — Implementation projected by the end of 2015.

B2G is mandated by New York State, and it is currently being used by
State Agencies & Authorities.

The implementation of the B2G System will enable:
Improve tracking and monitoring of M/W/DBE goal compliance.

Prime contractors to directly enter into the system payments made
to M/W/DBE subcontractors.

M/W/DBE subcontractors to confirm receipt of payments.

Prompt payment status verification.



S102/67/% SUTIPIA 29RTWWOY) PNV - 94F JO ST # o5 19ISe]A

MTA Headquarters
DDCR Update — Policy Revision

O MTA Corporate Compliance is working together with DDCR,
MTA agency staff and MTA Audit Services to review and revise

the current All Agency Policy Directive regarding M/W/DBE
compliance.

O The purpose of this review and revision is to, in accordance with
the MTA IG recommendation, accurately define the roles and
responsibilities of DDCR and the MTA agencies in efficient and
effective implementation of MTA’s M/W/DBE Program.

0 Revised policy will help secure enhanced compliance with

applicable federal and state laws, rules and regulations relating to
advancing opportunities for M/W/DBE:s.
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MTA Headquarters
DDCR Update

Next Steps

Fully implement MTA IG Recommendations
Complete hiring of staff

Implement the new B2G System

Review and issue the revised All Agency Policy

Update the Audit Committee on Progress
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