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MINUTES OF MEETING
AUDIT COMMITTEE OF THE BOARD
MONDAY, NOVEMBER 13, 2017 - 3:20 P.M.
RONAN BOARD ROOM - 20™ FLOOR

2 BROADWAY

The following were present:
Honorable:
James Vitiello John Molloy
Mitchell Pally Andrew Albert
M. Fucilli - MTA R. Foran -MTA M. Fritz - Deloitte
L. Kearse - MTA P. Kane -MTA J. Strohmeyer - Deloitte

C. Hickmann - Deloitte
Also in attendance were: D. Patel - Deloitte
J.Lhota - MTA E. Maguire - Deloitte

R. Hakim -MTA
H. Fromme - MTA

The meeting began past the 2:45 PM start time and, in the interest of time and quorum, the Chair indicated the
agenda sequence has been re-arranged so that items requiring committee votes would be covered first.

PUBLIC COMMENTS PERIOD

There were no public speakers.

INDEPENDENT ACCOUNTANT’S REVIEW REPORT —2nd QUARTER 2017

Mike Fritz (Deloitte) presented the draft 2" Quarter 2017 MTA Consolidated Financial Statements to the
committee, stating that the financial statements were prepared in accordance with Generally Accepted
Accounting Principles (GAAP) and that their review noted no adjustments were required to the financial
statements and resulted in a “clean opinion” as it related to the financial statements being consistently
prepared in accordance with GAAP.

A motion was made and seconded to accept the 2" Quarter 2017 MTA Consolidated Financial Statements.

APPOINTMENT OF EXTERNAL AUDITOR

As part of the external auditor reappointment process, Mike Fritz briefly discussed the most recent Public
Company Accounting Oversight Board (PCAOB) report on Deloitte. He indicated PCAOB’s review
covered Deloitte’s audits of 55 “public issuer” clients and the results were comments requiring changes in
controls and processes but none requiring Deloitte to restate its original audit opinions. Mike said Deloitte
takes the PCAOB'’s report seriously. He also spoke about the internal quality control process employed at
Deloitte and the independent peer reviews conducted of the firm and its partners. He noted that, overall,
PCAOB’s comments on Deloitte were consistent to that of the Big-4 firms.

A motion was made and seconded to reappoint Deloitte as the auditor for the 2017 financial statements.
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AUDIT COMMITTEE CHARTER

There were proposed minor changes to the Charter, essentially to provide more consistency and update
some of the titles given the new organizational structure in the Chairman's Office. Lamond Kearse
(MTA Corporate Compliance) said no vote was required of the Committee and that the proposed
changes would be presented by Corporate Governance to the full Board for ratification.

ANNUAL AUDIT COMMITTEE ACTIVITY REPORT

The Auditor General noted the report covered the activities of the Audit Committee during the 12
months ended July 31, 2017 which included such matters as the appointment of the external auditors,
discussions of compliance, ethics and technology issues and that it has been prepared in the same format
as the report submitted to the Board last year.

A motion was made and seconded to approve the year-end Activity Report for submission to the Board.

REVIEW OF MTA INSPECTOR GENERAL'’S OFFICE

Mike Fritz (Deloitte) briefed the Committee on the results of their review of the operations and expenses
of the MTA Inspector General’s Office. The review was based on the “agreed-upon procedures,” which
included a review of terminated employees, payroll, expenditure reports, and fixed asset additions and
disposals. He said their review noted only one minor exception involving the improper reversal of a journal
entry.

A motion was made and seconded to accept Deloitte’s review of the MTA IG’s office operations and
expenses.

APPROVAL OF MINUTES

The minutes of the June 19, 2017 Audit Committee meeting were approved.

AUDIT COMMITTEE WORK PLAN

There were no changes to the work plan. The Auditor General noted the next meeting in January will
include the Pension Plan audits, the ERM and Internal Control Guidelines, the DDCR update, the MTA
IT Report and the 2017 Audit Plan Status and the 2018 Audit Plan. Member Pally inquired if the
technology issues would be discussed in the meeting. The Auditor General responded in the affirmative.

AUDIT APPROACH PLAN/COORDINATION WITH EXTERNAL AUDITOR

Mike Fritz (Deloitte) first introduced the senior members of the MTA audit engagement team, namely: Jill
Strohmeyer, Chris Hickmann, Darshan Patel and Emilia Maguire. He said these individuals have all
worked on prior MTA audits and are familiar with the MTA’s organization and controls. He then briefed
the members of the Committee that the audit will be consistent with prior years and that as required by
professional standards (GAAS) they will test for one specific area of significant risk, specifically as it
relates to management override of controls. Other specific areas of focus will cover the adoption of any
new accounting principles, post-employment obligations relating to unfunded portions of health and
welfare plans, capital assets including Construction Work in Process. In addition, he said Deloitte will
look at pensions and other post-employment benefits as it relates to actuaries and investment returns,
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10.

appropriations and major tax revenues. In the fare revenue area, he said they will modify their
procedures due to the move by the MTA to open-road tolling and examine estimates for unpaid tolls. In
regards to the Single Audit, their procedures will focus on Federal programs and grant procedures. Mike
Fritz stated that they have already started interim procedures and currently are not aware of any
significant issues. Lastly, with respect to the Pension Plan audits, he said their procedures will be
consistent with prior years and will focus on actuary calculations, investments and management override
of controls.

MOTION TO ADJOURN
A motion was made and seconded to adjourn the meeting.

Respectfully subpfitted,

ic
Auditor General
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w Metropolitan Transportation Authority

2018 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

Il. SPECIFIC AGENDA ITEMS

January 2018

Quarterly Financial Statements — 3@ Quarter 2017
Pension Audits
MTA Enterprise Risk Management Update
and Internal Control Guidelines
Compliance with the Requirements
of the Internal Control Act
Information Technology Report
Security of Sensitive Data
2017 Audit Plan Status Report
2018 Audit Plan
DDCR Performance Measures

April 2018

Financial Statements and Audit
Representation Letters

Management’s Review of Consolidated
Financial Statements

Contingent Liabilities/Third Party
Lawsuits (Executive Session)

Responsibility

Committee Chair & Members
Committee Chair & Members

Committee Chair & Members

As Appropriate
Auditor General/MTA 1G/
Chief Compliance Officer/
Chief Financial Officers/
Controllers/External Auditor/As Appropriate
As Appropriate

External Auditor/CFOs
External Auditor

Chief Compliance Officer
Chief Compliance Officer/Agency ICOs

Chief Information Officer
Chief Information Officer
Auditor General

Auditor General
Chief Diversity Officer

External Auditor/CFOs/Controllers
Comptroller

General Counsels/External Auditor

Master Page # 6 of 455 - Audit Committee Meeting 1/22/2018



Financial Interest Reports
Open Audit Recommendations
DDCR Performance Measures

June 2018

Quarterly Financial Statements — 15t Quarter 2018
Single Audit Report

Investment Compliance Report

Management Letter Reports

Enterprise Risk Management Update

Ethics and Compliance Program

MTAAS Audit Plan Status Report

November 2018

Quarterly Financial Statements — 2"d Quarter 2018
Appointment of External Auditors

Audit Approach Plans/Coordination

Review of MTA/IG’s Office

Review of Audit Committee Charter

Annual Audit Committee Report

Chief Compliance Officer
Agency ICOs/Chief Compliance Officer
Chief Diversity Officer

External Auditor/CFOs

External Auditor/CFOs

External Auditor

External Auditor/CFOs/Controllers
Chief Compliance Officer

Chief Compliance Officer

Auditor General

External Auditor/CFOs
Committee Chair & Members
External Auditor

External Auditor/IG

CCO and Committee Chair
Committee Chair
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2018 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

JANUARY 2018

Quarterly Financial Statements — 3@ Quarter 2017

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
2017.

Pension Audits

Representatives of the MTA public accounting firms will provide the results of their audits of the
pension plans that are managed and controlled by MTA HQ, Long Island Rail Road, Metro-North and
NYC Transit.
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MTA Enterprise Risk Management Update and Internal Control Guidelines

These MTA-wide guidelines, which were adopted by the Board in 2011 pursuant to Public Authority
Law Section 2931, are required to be reviewed by the Committee annually. The MTA Chief
Compliance Officer will brief the Committee on the agency compliance with these guidelines and
answer any questions and offer additional comments, as appropriate. The MTA Chief Compliance
Officer will also brief the Committee on the status of agency compliance with the ERM guidelines and
any new or emerging risk.

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.

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.

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.

2017 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.

2018 Audit Plan

A discussion by Audit Services of the areas scheduled to be reviewed in 2018 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.

DDCR Performance Measures

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.

APRIL 2018

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 2017 Financial
Statements.

Management’s Review of MTA Consolidated Financial Statements

The MTA Comptroller will present a management’s review of the 2017 MTA consolidated financial
statements, including changes in capital, net assets, other assets and operating revenues and
expenses.

Master Page # 9 of 455 - Audit Committee Meeting 1/22/2018



Contingent Liabilities and Status of Third Party Lawsuits

The General Counsels from each agency, along with representatives from the independent
accounting firm, 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.

Financial Interest Reports

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

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.

DDCR Performance Measures

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 2018

Quarterly Financial Statements — 15t Quarter 2018

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
2018.

Single Audit Report
Representatives of MTA’s public accounting firm will provide the results of their Federal- and State-
mandated single audits of MTA and NYC Transit.

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.

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

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.

NOVEMBER 2018

Quarterly Financial Statements - 2" Quarter 2018

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
2018.

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.

Audit Approach Plans/Coordination with External Auditors

Representatives of MTA’s public accounting firm will review their audit approach for the 2018 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.

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.

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. The review will
also show if the Committee’s performance in 2018 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).

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 2018. This report is prepared
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.
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Metropolitan

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

Independent Auditors’ Review Report

Consolidated Interim Financial Stateme
for the Nine-Month Period Ended Septemb

Master Page # 12 of 455 - Audit Committee Meeting 1/22/2018



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

TABLE OF CONTENTS
Page
INDEPENDENT AUDITORS’ REVIEW REPORT 1-2
MANAGEMENT’S DISCUSSION AND ANALYSIS 3-20
CONSOLIDATED INTERIM FINANCIAL STATEMENTS AS OF SE BER 30,
2017 AND DECEMBER 31, 2016 AND FOR THE NINE-MONTH P NDED
SEPTEMBER 30, 2017 AND 2016:
Consolidated Interim Statements of Net Position - \ 21-22
Consolidated Interim Statements of Revenues, Expen ChangeﬁNet Position r 23-24
Consolidated Interim Statements of Cash Flows 25-26
Notes to Consolidated Interim Financial Stat 27-114
REQUIRED SUPPLEMENTARY INFORMAT
Schedule of Changes in the MTA’s Net Pension Liabil atios for Single
Employer Pension Plans 115
ension Liabilities of Cost-Sharing
116
Plans 117-118
Notes to Schedule of the ions for All Pension Plans 119-122
he MTA Postemployment Benefit Plan 123
SUPPLEMENTA
Schedule of Consoli ciliation Between Financial Plan and Financial Statements
for the Nine-Month Pe nded September 30, 2017 124
Schedule of Consolidated Subsidy Accrual Reconciliation Between Financial Plan and
Financial Statements for the Nine-Month Period Ended September 30, 2017 125
Schedule of Financial Plan to Financial Statements Reconciliation
for the Nine-Month Period Ended September 30, 2017 126

Master Page # 13 of 455 - Audit Committee Meeting 1/22/2018



INDEPENDENT AUDITORS’ REVIEW REPORT

To the Members of the Board of
Metropolitan Transportation Authority

Report on the Consolidated Interim Financial Information A

We have reviewed the accompanying consolidated interim statement of net position, of the Metropolitan Transportation
Authority (the “MTA”), a component unit of the State of New York, as of Se 017, and the related consolidated
interim statements of revenues, expenses and changes in net position and consolida sh flows for the nine-month
periods ended September 30, 2017 and 2016 (the “consolidated interi}ﬁnan 1 informa

Management’s Responsibility for the Consolidated | nterim Finaficial | nformation

MTA management is responsible for the preparation and fair pres ion of the consolidated interim financial information
in accordance with accounting principles generally accepted in the ed States of*America; this responsibility includes
the design, implementation, and maintenance of internal control sufficient to provide a reasonable basis for the preparation
and fair presentation of the consolidated interim financial information in aceordance with accounting principles generally
accepted in the United States of America.

Auditors’ Responsibility

Our responsibility is to conduct our reviews in accordanc s generally accepted in the United States
of America applicable to reviews i ial i of interim financial information consists
principally of applying analyti and making inquiries of persons responsible for financial and accounting
matters. It is substantially le audit conducted in accordance with auditing standards generally accepted

Conclusion

Based on Ieviews, we are n re of any matérial modifications that should be made to the consolidated interim
financialin ation referred to a or it tl(-)yl accordance with the accounting principles generally accepted in the
United States of Ameri

As discussed in the notes t: olidated interim financial information, the MTA is a component unit of the State of
New York. The MTA requir nificant 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. The
accompanying interim financial information does not include any adjustments that might result from the outcome of this

uncertainty.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion and

Analysis on pages 3 through 20, the Schedule of Changes in the MTA’s Net Pension Liability and Related Ratios for the
Single Employer Pension Plans on page 115, the Schedule of the MTA’s Proportionate Share of Net Pension Liabilities of
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Cost-Sharing Multiple-Employer Pension Plans on page 116, the Schedule of the MTA’s Contributions for All Pension
Plans on pages 117-122, and the Schedule of Funding Progress for the MTA Postemployment Benefit Plan on page 123
be presented to supplement the consolidated interim financial information. Such information, although not a part of the
consolidated interim financial information, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the consolidated interim financial information in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, applicable to
reviews of interim financial information, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the consolidated
interim financial information, and other knowledge we obtained during our reviews of the consolidated interim financial
information. We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assuran

Supplementary Information
Our reviews were conducted for the purpose of expressing limited assuran nder the Conclusion section
above, on the MTA’s consolidated interim financial information. TheSchedule of Conso d Reconciliation Between
Financial Plan and Financial Statements, Schedule of Consolidat ubsidy Accrual Reco tion Between Financial
Plan and Financial Statements, and Schedule of Financial Plan inancial Statements Reconciliation are presented for
the purposes of additional analysis and are not a required pa onsolidated interim financial infoation.

The Schedule of Consolidated Reconciliation Between Financial Plan cial Statements, Schedule of Consolidated
Subsidy Accrual Reconciliation Between F1nanc1al Plan and Financial Statements, and Schedule of Financial Plan to
Financial Statements Reconciliation are the responsibility of management an re derived from and relate directly to the
underlying accounting and other records used to pre ancial information. Such information
has been subjected to the analytical procedures and f the basic consolidated interim
financial information and certain additional procedures nciling such information directly to
the underlying accounting and other records used to prepare the consolidated, interim financial information or to the
consolidated interim financial info ion themselves, and ether additional procedures and we are not aware of any
material modifications that sho thereto in order for such information to be in conformity with accounting
i es of Americaxhen considered in relation to the basic consolidated interim

Report on Consolidated Statement of Net Position.as of December 31, 2016

We have previousl

the consolidated statement o
revenues, enses and changes
expressed an odified audit opi

30, 2017, which'contains an explana
entities. In our opiniony the accompa
1s consistent, in all mat respects,

4

ith auditing standards generally accepted in the United States of America,
TA as of December 31, 2016, and the related consolidated statement of
cash flows for the year then ended (not presented herein); and we
dited consolidated financial statements in our report dated September
paragtaph that the MTA requires significant subsidies from other governmental
g consolidated statement of net position of the MTA as of December 31, 2016,
the audited consolidated financial statements from which it has been derived.

January 22, 2018
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

MANAGEMENT’S DISCUSSION AND ANALYSIS

AS OF SEPTEMBER 30, 2017 AND DECEMBER 31, 2016 AND

FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016
($ In Millions, except as noted)

OVERVIEW OF THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS

I ntroduction

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

Management’s Discussion and Analysis

.

e fi ial activities of the Metropolitan
iliates (the “MTA” or “MTA Group”) as of
riods ended September 30, 2017 and
TA are blended component units.

This MD&A provides a narrative overview and analysis
Transportation Authority and its consolidated subsidiaries and
September 30, 2017 and December 31, 2016+and for the nine-month
2016. For financial reporting purposes, the sub ics and affiliates 0
This management discussion and analysis is to serve as a ction to the MTA Group’s
consolidated interim financial statements. It provides an‘assessment of how the MTA Group’s position has
improved or deteriorated and identifies the factors that, in management’sview, significantly affected the MTA
Group’s overall financial positi ay contain opiniofis, assumptions, or conclusions by the MTA Group’s
management that must be r nction with,"and should fiot be considered a replacement for, the

The Consolidated
of resourceswith present
assets bﬂMTA Group tha
obligations to sacrifice resourc
acquisition of net assets by the
resources) with th&irence bet

resources being reportedias net po

et Position, which provide information about the nature and amounts
at the MTA Group presently controls (assets), consumption of net
ture reporting period (deferred outflow of resources), present
A Group has little or no discretion to avoid (liabilities), and
that is applicable to a future reporting period (deferred inflow of
n assets/deferred outflow of resources and liabilities/deferred inflow of

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

The Consolidated Interim 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.
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Notes to the Consolidated | nterim Financial Statements

The notes provide information that is essential to understanding the consolidated interim financial statements,
such as the MTA Group’s accounting methods and policies, details of cash and investments, employee 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 I nformation

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

The Schedule of Funding Progress provides information concerfiingithe"MTA Gr rogress in funding its
obligation to provide pension benefits and postemployment benefits to its employees.

y

Supplementary | nformation

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

FINANCIAL REPORTING ENTITY

The Metropolitan Transportation Authority (“MTA? or “MTA G}Bup”) was established under the New York
Public Authorities Law and is ic benefit corporation and a component unit of the State of New York
whose mission is to contin nd improve ‘public transportation and to develop and implement a
unified public transportati ew York metropolitan area. The financial reporting entity consists
of subsidiaries and affiliates i mponent units ef the MTA, because the Board of the MTA serves
entities.

MTA Related G

The folloAg entities, listed

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

, are subsidiaries (component units) of the MTA:

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

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

e Staten Island Rapid Transit Operating Authority (“MTA Staten Island Railway”) provides passenger
transportation on Staten Island.
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¢ First Mutual Transportation Assurance Company (“FMTAC”) provides primary insurance coverage for
certain losses, some of which are reinsured, and assumes reinsurance coverage for certain other losses.

e MTA Capital Construction Company (“MTA Capital Construction”) provides oversight for the
planning, design and construction of current and future major MTA system-wide expansion projects.

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

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

The following entities, listed by their legal names, are affiliates (com i the MTA:

e New York City Transit Authority (“MTA New Yo
Bronx Surface Transit Operating Authority (“
within the five boroughs of New York City.

ity Transit”) and its subsidiary, Manhattan and

OA”), jovide subway and public bus service

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

CONDENSED CONSOLIDATED FINANCIAL INFORMATION AND CONDENSED
CONSOLIDATED INTERIM FINANCIAL INFORMATION 4

ant changes ﬁhe MTA Group’s financial position as of September

30, 2017 and December 3 the nine-month periods ended September 30, 2017 and 2016. An

analysis of major economic s and industry trends thatthave contributed to these changes is provided. It
should be noted that for purposes»of: D&A, the information contained within the summaries of the
consolidated intex ial statements and the various exhibits presented were derived from the MTA

Group’s conselidated 1

Total and Deferred O
and Deferred Outflows of Reso

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

Other assets include, but mt limited to: cash, restricted and unrestricted investments, State and regional
mass transit taxes receivables, and receivables from New York State.

Deferred outflows of resources reflect: changes in fair market values of hedging derivative instruments that are
determined to be effective, unamortized loss on refunding, and deferred outflows from pension activities.
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September 30, December 31, Increase /

(In millions) 2017 2016 (Decrease)
(Unaudited)

Capital assets — net (see Note 6) $ 66,971 $ 64,518 $ 2453

Other assets 9912 9,268 044

Deferred outflows of resources 4015 3,832 183

Total assets and deferred outflows of resources ~ $ 80,398 $ 77618 $ 3,280

Capital Assets, Net

September 30, 2017 December 31, 2016
(Unaudited)

Land 0% Land 0%
Q

Other 19%

“Other 20%

Construction work-
in-progress 28%

Construction work-
in-progress 25%

N

Infrastl;ucture Buildings and Infrastroucture Buildings and
21% structures'16% 21% structures 17%
Bridges and Bridges and
Tunnels 4% Tunnels 4%
Buses Buses
2% Passenger cars and 2% Passenger cars and
locomotives 10% locomotives 11%

Significant Changesin ed Outflows of\Resources I nclude:
4

September 30, 2017 versus D

net increase in accumulated depreciation of $1,840. Some of the more
ng to the net increase included:

—  Continued p
Project.

r?on the East Side Access, Second Avenue Subway and Number 7 Extension
— Infrastructure work including:

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

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

o Continued improvements to MTA Metro-North Railroad stations, tracks and structures, power
rehabilitation of substations, and security.

-6-
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o Subway and bus real-time customer information and communications systems.
o Continued structural rehabilitation and repairs of the ventilation system at various facilities.

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

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

— Ongoing work by MTA New York City Transit to make station
reconfigured in accordance with the Americans with Disabilit

accessible and structurally
ct (“ADA”) standards.

e  Other assets increased by $644 or 6.9%. The major items co, is change include:
— Anincrease in investments of $499 primarily duefto higher debt se nds and an increase in
unspent proceeds from the issuances of Trangportation Revenue Bonds, Dedicated Tax Funds

Bonds and Bond Anticipation Notes in 20 >4
f $Amarily due to‘an increase in State

the approval of the New York State 2017-
ease in state and local, operating assistance of $136, and an

— An increase in current and non-current receivab
and regional mass transit tax of $896 stemming fr
2018 budget in April, 2017, an

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

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

Deferred inflows of resources reflect unamortized gains on refunding and pension related deferred inflows.
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September 30, December 31, Increase /

(In millions) 2017 2016 (Decrease)
(Unaudited)

Current liabilities $ 6,445 $ 6,003 $ 442

Non-current liabilities 68,448 65,684 2,764

Deferred inflows of resources 322 324 (2

Total liabilities and deferred inflows

of resources $ 75,215 $ 72,011 $ 3,204

Total Liabilities and Deferred Inflows o

September 30, 2017

December 31, 2016
(Unaudited)

N\

Accounts
payable/Acerued
expenses 4%

Other long-term Accounts
liabilities 40% payable/Accrued
expenses 5%

Other long-term
liabilities 40%

Other current
liabilities 3%

Other current
liabilities 1%

/

Obligations under
capital lease
(Note'8). 1%

Obligations under
capital lease
(Note 8) 1%

Long-term debt Long-term debt

e 7)<l (Note 7) 54%
Significant Changesin L@ed Inflo%f Resources I nclude:

September 30, 20 sus December 31, 2016

e Currént liabilities or 7.4%. The net increase in current liabilities was primarily due
t increase in acc 0, which resulted from a $373 increase in interest payable for
new bo ase of $108 in employee related accruals, an increase in capital

accruals rease of $30 in other accrued expenses. In addition, there was an increase
of $60 in largely due to unused fare cards and school fare subsidies, an increase of

of $12, offset by'a decrease in the current portion of long-term debt by $289, primarily from debt service
payments made in rst nine months of 2017.

e Non-current liabilities increased by $2,764 or 4.2%. This increase was mainly due:

— An increase in the non-current portion of long-term debt of $1,166 primarily due to 2017 bond
issuances (See Note 7).

— An increase in postemployment benefits other than pension liability (“OPEB”) of $1,196 resulting
from estimates of actuarial calculations as required by GASB Statement No. 45 (See Note 5).

— An increase in estimated liability arising from injuries to persons (Note 10) of $272 due to revised
calculations of the workers’ compensation reserve.

-8-
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— An increase in the non-current portion of loans payable of $86 due to the Customer Installation
Commitments (“CIC”) with New York Power Authority (“NYPA”).

— A net increase in other various non-current liabilities of $44.
e Deferred inflows of resources decreased by $2 or 0.6%.

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

September 30, December 31,

(In millions) 2017 2016
(Unaudited)
Net investment in capital assets $ 26919 $ 2575
Restricted for debt service 1,535 352
Restricted for claims 146 178
Restricted for other purposes 1,020 935
Unrestricted (23,937) 21,614) (2,323) V

Total Net Position 5,683 76
Significant Changesin Net Position Include‘
September 30, 2017 versus December 31, 2016

At September 30, 2017, tota increased by '$76 or 1.4% &hen compared with December 31, 2016.
This change is a result o g revenues of $4,205 and appropriations, grants and other receipts
externally restricted for cap j $1,795 offset byseperating losses of $5,924.

The net investment.i i i $1 163 or 4.5%. Funds restricted for debt service, claims and
4% in the a gregate mainly due to scheduled debt service payments.
or 10.7%.

Unrestrictednet position d
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Condensed Consolidated | nterim Statements of Revenues, Expenses and Changesin Net Position

Nine-Month Period Ended
September 30, September 30, Increase/
(In millions) 2017 2016 (Decrease)

(Unaudited) (Unaudited)
Operating revenues

Passenger and tolls $ 6,020 $ 5905 § 115
Other 437 440 3)
Total operating revenues 6,457 6,345 112
Non-operating revenues
Grants, appropriations and taxes (182)
Other 23
Total non-operating revenues (159)
Total revenues (47)
Operating expenses
Salaries and wages 4,183 195
Retirement and other employee benefits 2,223 11
Postemployment benefits other than
pensions 1,610 -
Depreciation and amortization 1,852 1,818 34
Other expenses \ 2,307 2,085 222
Net expenses related to asset impairment 2 (2)
Total operating e 12,381 11,921 460
Non-operating expe
Interest on long-t€rm 4 1,201 1,100 101
Other net non-operating e S 3 3 -
1,204 1,103 101
13,585 13,024 561
(1,719) (1,111) (608)
1,795 1,520 275
Change in net position 76 409 (333)
Net position, beginning of period 5,607 5,833 (226)
Net position, end of period $ 5,683 $ 6,242 3 (559)

- 10 -
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Revenues and Expenses, by Major Source:

Period ended September 30, 2017 versus 2016

e Total operating revenues increased by $112 or 1.8%. The increase was mainly due to higher subway
ridership and an increase in vehicle crossings.

e Total non-operating revenues decreased by $159 or 2.9%.

- Total grants, appropriations, and taxes decreased by $182. This was,primarily due to a decrease in
tax-supported subsidies from New York City and local service $197 mainly from Urban
Tax. Tax-supported subsidies from New York State increase $18 primarily due to an increase
in Payroll Mobility Tax of $36 offset by a decrease in Mas ortation Trust Fund of $16 and
a decrease in MTA Aid of $2. Various other subsidies

— Other non-operating revenues increased by $23 ease in non-operating
revenues of $31 mainly from change in fair va ffset by a decrease in
subsidies from the Connecticut Department nsportation for the MTA Metre-North Railroad
of $8. ﬁ

e Labor costs increased by $206 or 2.6%. The major changes within this category are:

— Salaries, wages and overtime incre 195 due large increases in MTA New York City
Transit.
— Retirement and employee benefits increased by $11. y
e Non-labor operatin, i d by $254 or. 6.5%. The \griance was primarily due to:
— An increase in ¢ X

from injuries t pefsons of $83 based on the most recent actuarial
valuations. ¢

- Increase i $34 primarily due to more assets placed in service in the current
ear.
— Aninerease in insurance of $33 primarily due to a new OCIP premium that was added in 2016 for

the E ide Access ect.

— An increase immaintenance and other contracts by $26 and professional service contracts of $13
due to changes in‘consulting services requirements.

— Anincrease in electric power of $20 and fuel of $18 due to changes in rates and consumption.

— An increase in material and supplies by $9, mainly due to revised maintenance and repairs
requirements for transit and commuter systems.

— A net increase in other various expenses of $18 mainly due to higher operating expenses.

e Total net non-operating expenses increased by $101 or 9.2% primarily due to increases in interest on
long-term debt.

-11 -
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e Appropriations, grants and other receipts externally restricted for capital projects increased by $275 or
18.1%, mainly due to timing in the availability of Federal and State grants for capital projects.

OVERALL FINANCIAL POSITION AND RESULTS OF OPERATIONS AND
IMPORTANT ECONOMIC CONDITIONS

Economic Conditions

Metropolitan New York is the most transit-intensive region in the United States, and a financially sound and
reliable transportation system is critical to the region’s economic well-being, The MTA consists of urban
subway and bus systems, suburban rail systems, and bridge and tunnel facilities; all of which are affected by
many different economic forces. In order to achieve maximum efficiency and success in its operations, the
MTA must identify economic trends and continually implement str: adapt to changing economic
conditions.

Preliminary MTA system-wide utilization through the third quarterof 2017 decr relative to 2016, with
ridership down by 52.4 million trips (2.6%). All agencies haye experienced declines, with the most significant
being Subway ridership, which declined by 20.9 millio New York City Transit/Bus ridership,
which declined by 28.4 million trips (5.9%), and M i hich declined by 2.8 million trips
(3.0%). In addition, MTA Staten Island Railway ridership de d b%housand trips €0.1%), while MTA
Metro-North Railroad ridership declined by 71.1 thousand trips (0.1%) and the MTA Long Island Rail Road
experienced a decline of 95.0 thousand trips (9:1%). The overall decline in ridership through the third quarter
0f 2017 was comprised of a 15.7 million declin i
and a 22.0 million decline in the third quarter.
general decline in bus utilization, a trend that began in 2009 and.has been observed nationally. The decline in
subway ridership is a more recent trend—beginning in_the third quarter of 2016—which appears to be a
reversion to a dynamic more ¢ with the long-term historical relationship rather than that of the years
immediately following the
facilities decreased by 147.
crossings increased in the th
through the first half of 2017.

ssings (0.1%) through the third quarter relative to 2016. However,
1.2 million, almost completely offsetting the 1.3 million decline

Seasonally adjuist oyment in New York City for the third quarter was higher in 2017
than in 2016 by 64.7 thou j . On_a quarter-to-quarter basis, New York City employment has
increasediin each of the last t i
is higher than at i
recorded by the Bureau of Labor

National economic growth, as measured by Real Gross Domestic Product (“RGDP”), expanded at an annualized
rate of 3.0% in the third ‘quarter©f 2017 according to the most recent advance estimate released by the Bureau
of Economic Analysis (* ”). The increase in RGDP reflected positive contributions from personal
consumption expenditures private inventory investment, nonresidential fixed investment, exports, and federal
government spending; these were partially offset by negative contributions from residential fixed investment,
and state and local government spending. Imports, which are a subtraction in the Gross Domestic Product
(“GDP”) calculation, decreased. The deceleration in RGDP growth, relative to the second quarter’s revised
3.1% growth rate, reflected decelerations in personal consumption expenditures, nonresidential fixed
investment, and exports; these were partially offset by an acceleration in private inventory investment and a
decrease in imports.

The New York City metropolitan area’s price inflation, as measured by the Consumer Price Index for All Urban
Consumers (“CPI-U”), was lower than the national average in the third quarter of 2017, with the metropolitan

-12 -
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area index increasing by 1.8%, while the national index increased by 2.0%, when compared with the third
quarter of 2016. An 9.5% increase in the regional price of energy products, along with a 6.6% national increase,
impacted overall inflation; in the metropolitan area, the CPI-U exclusive of energy products increased by 1.3%,
while nationally, inflation exclusive of energy products was 1.6%. Increasing more than overall energy prices,
the spot price for New York Harbor conventional gasoline rose by 22.7%, from an average price of $1.39 per
gallon to an average price of $1.71 per gallon, between the third quarters of 2016 and 2017.

In March 2017, the Federal Open Market Committee (“FOMC”) raised rates again, with the target range set at
0.75% to 1%, and in June 2017 the Federal Funds rate was raised to its current target level of 1% to 1.25% in
view of realized and expected labor market conditions and inflation. By maintaining the target rate of 1% to
1.25% in the third quarter of 2017, monetary policy continued to be accom tlve supporting some further
strengthening in labor market conditions and a sustained return to 2 per inflation. The FOMC noted that
despite the particularly damaging and disruptive hurricane season, the ment rate continued to decline.
Household spending has been expanding, while business fixed inv ued to expand. The increase
i i er, but inflation for items
elow 2 percent in the
short-term. Despite this, survey-based measures of longeréterm inflation expectations»were little changed.
Consistent with its statutory mandate, the FOMC seeks t T maxir:;eénployment and priee stability. The

FOMC expects that the economy will continue to expan moder. ace, labor market conditions will
cent over the medium term. Gradual

quite some time. Near-term risks to economi
closely monitor inflation indicators and global

e third quarter of 2017 were higher than the third quarter of 2016 by
$10.4 million (9.2%); recei uarter of 2017 were $13.1 million (11.9%) higher than receipts from
the second quarter of 2017. i
monthly receipts in 2017 remain $24.7/million.(38.9%) worse than the monthly average for 2006, Just prior to
the steep decline.i age Recording Tax revenues. MTA’s Urban Tax receipts — which are based on
commercial real ortgage recording activity within New York City, and can vary
significantly from quarter to the timing of exceptionally high-priced transactions — were $63.2
million %) lower than re d quarter of 2016; receipts in the third quarter of 2017 were
$12.4 million(8:7%) lower than the second quarter of 2017. Average monthly receipts in 2017
were $24.8 million (33.7%) lowe

Tax revenues.

Results of Operations

MTA Bridges and Tunnel Sgd traffic through the third quarter of 2017 totaled 230.9 million crossings, which
was 0.1 million, or 0.1% lower than January through September of 2016. Traffic had declined by 0.9% over
the first half of 2017 primarily due to relatively harsh weather in March and Hurricane Sandy restoration
construction at the Queens Midtown Tunnel and the Hugh L. Carey Tunnel. There was also one less day in
2017 due to the 2016 leap year. However, these earlier traffic declines were largely offset by year-to-year
growth of 1.5% in the third quarter of 2017. Although year-to-date traffic through September was slightly
down, toll revenue was $25.0, or 1.8% more than the first three quarters of 2016 due to the toll increase
implemented in March 2017. Toll revenue through September 2017 was $1.430 billion compared to $1.405
billion last year at this time.
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The E-ZPass electronic toll collection system experienced year-to-year increases in market share. Total average
market share as of the September 30, 2017 was 89.3% compared to 85.7% as of September 30, 2016. The
average weekday market shares were 90.6% and 87.3% for the first three quarters of 2017 and 2016,
respectively.

MTA New York City Transit - Total revenue from fares were $3.3 billion for the nine-month period ended
September 30, 2017, an increase of $46.1 or 1.4% compared to the nine-month period ended September 30,
2016. For the same comparative period, total operating expenses increased by $162.3 or 2.1%, totaling $8.1
billion for the nine months ended September 30, 2017.

MTA Long Island Rail Road — Total operating revenue for the nine months e
$582.4, which was higher by $8.8 or 1.5% compared to the first nine mo
comparative period, operating expenses were higher by $38.6 or 2.9%,
months ended September 30, 2017.

September 30, 2017 were
of 201\6. For the same
$1.4 billion for the nine

MTA Metro-North Railroad — During the first nine months 0of2017)0pérating re increased by $30.3 or

5.5% compared to the first nine months of 2016. During same period, operating expenses increased by

$58.0 or 5.2%. Year-to-date 2017 fare revenue increase .3% andyridership decreased by.0:3% compared

to the same period in 2016. Ridership in the Hudson line sed M while decreases in revenue and
t

ridership occurred on the West-of-Hudson line by 2.8 and pern non-commutation and monthly
(“MMTOA”) receipts each year, with the state a

commutation.
etropolitan Ma nsportation Operating Assistance
githe first quarte ch succeeding calendar year’s
receipts in the fourth quarter of the current year. This results imlittle or no' Metropolitan Mass Transportation

Operating Assistance receipts being received during the first quarter 6f-each calendar year. The MTA has made
other provisions to provide fo iquidity during'this period. During March 2016, the State appropriated
$1.6 billion in MMTOA fu been no change in the timing of the State’s payment of, or MTA’s
receipt of, Dedicated Mas Trust Fund"((‘MTTF”) receipts, which MTA anticipates will be
sufficient to make monthly p interest deposits imto the Debt Service Fund for the Dedicated Tax
Fund Bonds. The total MRT for the period €énded September 30, 2017 was $341.8 compared to $342.2 for the
period ended Sept

The MTA receives the equivalent of four quart

Capital Programs

At September 30, 2017, $8,759 been mitted and $2,634 had been expended for the combined 2015-
2019 MTA Capital Rrograms and the 2015-2019 MTA Bridges and Tunnels Capital Program, and $25,714 had
been committed an ,134 had been expended for the combined 2010-2014 MTA Capital Programs and the
2010-2014 MTA Bridges,and Tunnels Capital Program, and $24,075 had been committed and $23,475 had

been expended for the combined 2005-2009 MTA Capital Programs and the 2005-2009 MTA Bridges and
Tunnels Capital Program. r

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

2015-2019 Capital Program — Capital programs covering the years 2015-2019 for: (1) the commuter railroad
operations of the MTA conducted by MTA Long Island Rail Road and MTA Metro-North Railroad (the “2015-
2019 Commuter Capital Program”), (2) the transit system operated by MTA New York City Transit and its
subsidiary, MaBSTOA, the MTA Bus Company, and the rail system operated by MTA Staten Island Railway
(the “2015-2019 Transit Capital Program”) were originally approved by the MTA Board in September 2014.

- 14 -
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The capital programs were subsequently submitted to the Capital Program Review Board (“CPRB”) in October
2014. This plan was disapproved by the CPRB, without prejudice, in October 2014. The capital program for
the toll bridges and tunnels operated by MTA Bridges and Tunnels (the “2015-2019 MTA Bridges and Tunnels
Capital Program”) was approved by the MTA Board in September 2014 and was not subject to CPRB approval.

On April 20, 2016, the MTA Board approved revised capital programs for the years covering 2015-2019. The
revised capital programs provided for $29,456 in capital expenditures. On May 23, 2016, the CPRB deemed
approved the revised 2015-2019 Capital Programs for the Transit and Commuter systems totaling $26,600, as
submitted. The revised 2015-2019 MTA Bridges and Tunnels Capital Program totaling $2,856, was approved
by the MTA Board on April 20, 2016.

on of the capital programs for the
o support additional investment
9 Capital Programs for the
MTA Board approved a

On February 23,2017, the MTA Board approved a revision to the CPRB
years covering 2015-2019, adding $119 transferred from prior capital pr
projects. On March 30, 2017, the CPRB deemed approved the re
Transit and Commuter systems totaling $26,719, as submitted. On ,
full amendment to the 2015-2019 Capital Programs to reﬂect updated projec imates and rebalanced
programs to address budgetary and funding needs of priority projects that include Second Avenue Subway
Phase 2, MTA Long Island Rail Road regional mobili ation enhancement work, ‘investfents at Penn
Station, and new Open Road Tolling at MTA Bridges an els.le 31, 2017, the CPRB deemed
approved the revised 2015-2019 Capital Programs for the Transit and Commuter systemsfotaling $29,517, as
submitted. The revised 2015-2019 MTA Bridges and Tunnels Capital Program totaling $2,940, as approved
by the MTA Board in May 2017, was not subjeet.to CPRB approval.

As last approved by the CPRB in July 2017, t ed»2015-2019 Programs for the Transit and
Commuter systems provided $29,517 in capital expenditures, ofwhich $16,315 relates to ongoing repairs of,
and replacements to, the transit system operated by MTAdNew York €ity Transit and MaBSTOA and the rail
system operated by MTA Stat ailway; $5,37@ relates to ongoing repairs of, and replacements to, the
commuter system operated Island Rail Read and MTA Metro-North Railroad; $7,135 relates to
the expansion of existing(T: r both the transit and commuter systems to be managed by MTA
Capital Construction; $321 re ing and CustomerService; and $376 relates to MTA Bus Company
initiatives. The revised 2015-2019°-M FA Bridges and Tunnels Capital Program, as last approved by the MTA
Board in May 20 ides for $2,940 in capital expenditures for ongoing repairs of, and replacements to,

MTA Bridges@nd Tun
The colAed funding source 015-2019 MTA Capital Programs and the 2015-2019 MTA
i i include $7,558 in MTA Bonds, $2,940 in MTA Bridges and Tunnels

Bridges and Tunnels Capital Pr
dedicated funds, $8;466 in funding from the State of New York, $7,556 in Federal Funds, $2,492 from City
Capital Funds, $2,2 pay-as-you-go (“PAYGO”) capital, $600 from asset sale/leases, and $575 from Other

Sources.

At September 30, 2017, $ had been committed and $2,634 had been expended for the combined 2015-
2019 MTA Capital Programs and the 2015-2019 MTA Bridges and Tunnels Capital Program.

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

On December 19, 2012, the MTA Board approved an amendment to t 2014 Capital Programs for the

systems as submitted. On July 22, 2013, the MTA Boar
Capital Programs for the Transit, Commuter, and Bridg Tunnelssystems to include spegific revisions to
planned projects and to include new resilience/mitigation “initi tive%éss)onse to Superstorm Sandy. On
August 27, 2013, the CPRB deemed approved those amended 2010-2014 ital Programs for the Transit and
Commuter systems as submitted. On July 28, 2014, the MTA Board approved an amendment to select elements
of the Disaster Recovery (Sandy) and MTA New:York City Transit portions of the 2010-2014 Capital Programs,
and a change in the funding plan. On Septembe the CPRB de approved the amended 2010-2014
Capital Programs for the Transit and Commuter asysubmitted.

ent to the 2010-2014

As last amended by the MTA Board in 2014, the 20102044 MTA Capital Programs and the 2010-2014 MTA
Bridges and Tunnels Capital P rovided for $34,801 in capital expenditures. In May 2017, the MTA
Board approved an amend -2014 Capital Programs to reflect scope transfers and consolidation
between the approved capit to reflect reductions to the MTA Superstorm Sandy capital projects
to match current funding assu is amendment, which provided $29,237 in capital expenditures for
the Transit and Commuter systems; was deemed.approved by the CPRB as submitted on July 31, 2017. The
amended 2010-2 Bridges \and Tunnels Capital Program, which provided $2,018 in capital
expenditures,avas not roval. By September 2017, the 2010-2014 MTA Capital Programs
reflected an‘overall decreas e to adjustments of the Security capital program budget. Of the
$32,017japital expenditure to ongoing repairs of, and replacements to, the transit system
operated by MTA New York Cit d MaBSTOA and the rail system operated by MTA Staten Island
Railway; $3,876 rﬁto ongoing repairs of, and replacements to, the commuter system operated by MTA
Long Island Rail R and MT etro-North Railroad; $6,329 relates to the expansion of existing rail
networks for both the transit and commuter systems to be managed by MTA Capital Construction; $338 relates
to a multi-faceted security program including MTA Police Department; $223 relates to MTA Interagency; $297
relates to MTA Bus Comp initiatives; $2,018 relates to the ongoing repairs of, and replacements to, MTA
Bridges and Tunnels facilities; and $7,565 relates to Superstorm Sandy recovery/mitigation capital
expenditures.

The combined funding sources for the CPRB-approved 2010-2014 MTA Capital Programs and 20102014
MTA Bridges and Tunnels Capital Program include $11,772 in MTA Bonds, $2,018 in MTA Bridges and
Tunnels dedicated funds, $7,285 in Federal Funds, $132 in MTA Bus Federal and City Match, $729 from City
Capital Funds, and $1,746 from other sources. Also included is $770 in State Assistance funds added to re-
establish a traditional funding partnership. The funding strategy for Superstorm Sandy repair and restoration
assumes the receipt of $6,343 in insurance and federal reimbursement proceeds (including interim borrowing
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by MTA to cover delays in the receipt of such proceeds), $235 in pay-as-you-go capital, supplemented, to the
extent necessary, by external borrowing of up to $988 in additional MTA and MTA Bridges and Tunnels bonds.

At September 30, 2017, $25,714 had been committed and $19,134 had been expended for the combined 2010-
2014 MTA Capital Programs and the 2010-2014 MTA Bridges and Tunnels Capital Program.

2005-2009 Capital Program — Capital programs covering the years 2005-2009 for: (1) the commuter railroad
operations of the MTA conducted by MTA Long Island Rail Road and MTA Metro-North Railroad (the “2005—
2009 Commuter Capital Program”), (2) the transit system operated by MTA New York City Transit and its
subsidiary, MaBSTOA, the MTA Bus Company, and the rail system operated by MTA Staten Island Railway
(the “2005-2009 Transit Capital Program™) were originally approved by t TA 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 Capit m’’) was approved by the MTA
mended Commuter Capital
TA Capital Programs”)
were last amended by the MTA Board in July 2008. This latest2005-2009 MTA 1 Program amendment
was resubmitted to the CPRB for approval in July 2008, andéwas approved in August 2009.

v 4
As last amended by the MTA Board, the 2005-2009 MTA Nnd the 20052009 MTA Bridges
and Tunnels Capital Program, provided for $23,717 in capital ndifures. By September 30, 2017, the 2005-
ue to the receipt of new American Recovery
and Reinvestment Act (“ARRA”) funds an ditional New York €ity Capital funds for MTA Capital
expenditures, $11,527 relates to
ongoing repairs of, and replacements to the tra New York City Transit and
MaBSTOA and the rail system operated by MTA Staten Island'Railway; $3,716 relates to ongoing repairs of,
and replacements to, the commuter system operated by MTA Long Islafid Rail Road and MTA Metro-North
i ncy projects; $7,697 relates generally to the expansion of existing rail
systems to be managed by the MTA Capital Construction Company
Avenue Subway and No. 7 subway line) and a security program
relates to the ‘ongoing repairs of, and replacements to, bridge and

The combinedffunding
2009 MTA®Bridges and Tun
(includi nds for LaGuardia
by the voters in the November 20
from other sources

include $9,698 in MTA and MTA Bridges and Tunnels Bonds
, $1,450 in New York State general obligation bonds approved

At September 30 2017, $24,075 had been committed and $23,475 had been expended for the combined 2005-
2009 MTA Capital Programs,and the 2005-2009 MTA Bridges and Tunnels Capital Program.

CURRENTLY KNOWNl ACTS, DECISIONS, OR CONDITIONS

The 2017 February Plan and the July Plan

The final 2017-2020 Financial Plan was released by the MTA in February 2017 (the "February Plan"). It
included a final Adopted Budget for 2017 (the "2017 Adopted Budget") and a financial plan for the years 2017-
2020. Subsequent changes and updates made to the February Plan, including the addition of the 2017 mid-year

forecast, the 2018 preliminary budget and a Financial Plan for the years 2018-2021, was presented to the MTA
Board on July 26, 2017 (the “July Plan”).
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The February Plan was designed to continue a program of capital expenditures that would support the ongoing
maintenance of the MTA's transportation network and provide needed improvements to enhance services to its
customers, as well as expand service through a number of initiatives described in the MTA’s "2010-2014
Capital Program" and "2015-2019 Capital Program," which can be found on the MTA's website under "MTA
Info — Capital Programs.

The February Plan projected break-even cash balances through 2019 with a deficit of $372 in 2020. The
February Plan was based on three key inter-related elements: (i) fare and toll price increases of 4% in 2017 and
2019; (ii) annually recurring cost reduction and cost containment targets that will increase the level of annual
savings to $2 billion per year by 2020; and (iii) $566 in debt service savings to support an additional $2 billion
of funding for the amended capital program. The February Plan also funde ant new investments over
the plan period, including: $163 for improved maintenance and operatiens; $160 to enhance the customer
experience, including Open Road Tolling (“ORT”) on all MTA Brid unnels crossings; and $72 for
additional service and service support MTA-wide.

Changes and re-estimates worsening financial results over the plan period (2017-2

e Lower real estate transaction tax receipts ($792).
e Lower farebox/toll revenue estimates ($132).

Changes and re-estimates improving financial results over the pla pexii'od (2017-2020) include:

Lower energy costs ($183).
Lower debt service ($158).
Higher Payroll Mobility Tax (“PMT”) receipts ($138), -

Lower insurance costs ($112).
Lower health and welf:
Additional State ap
(“PAYGO”) capital

P

99).
apital programs in 2017 aTlowing pay-as-you-go
ogrammed for'operating purposes ($65).

Overall, these and other net re-estimatés andsechanges through the July Plan period are projected to be $385
unfavorable from ry Plan. By far, the'largest driver of the unfavorable change is the reduction in real
estate transaction tax s”’) which are projected to fall short of the February Plan by a total of
$792 over the 2017 to 2020 ing a 16% decline over that four-year period. The Urban Tax decline,
which aﬁts for 92% of the

, has been affected by a continuing reduction in the value of New

York City commercial property tr: i recorded mortgages. This decline began in 2016, and increases in
real estate transact ivi ted to resume in early 2018. Such increases, however, will be factored off a
lower base that refle i Iting in plan-to-plan reductions in every year of the July Plan.

The July Plan continues tofollow the approach reflected in earlier plans. The July Plan continues to project
4% biennial fare/toll incre the equivalent of 2% per year). Consistent with recent financial plans, a March
1 implementation is assun%r both the 2019 and 2021 increases. The annualized yield of these increases is
projected to be $324 and $338, respectively. The July Plan provides $484 million over the plan period to fund
investments in maintenance/operations and customer experience enhancements. It also provides $90 over the
plan period to fund investments in safety and security.

The July Plan retains the $566 in debt service savings, which were identified in November, to support an

additional $2 billion of funding for the 2015-2019 Capital Program. Moreover, it provides support for an
additional $100 for the 2015-2019 Capital Program, as amended effective in July of 2017.
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The July Plan includes other MTA actions to address unfavorable changes from the February Plan, most notably
the reduction in real estate transaction tax receipts. The July Plan also:

e  Assumes restoration of PMT Replacement Funds to $307 a year ($65 per year);

e Suspends contributions to the MTA Bridges and Tunnels Necessary Reconstruction
Reserve Fund from 2018 through 2021 ($158), increasing available MTA Bridges and
Tunnels Surplus payment to MTA;

e Draws down $135 of the $155 in the 2017 General Reserve. Approximately $58 of such
amount will be used to fund Amtrak Penn Station emergency mitigation for which MTA
will be seeking reimbursement from Amtrak; and

e  Suspends planned contributions to the GASB 45 OPEB reserves for 2
years ($59).

the out-

Altogether, these changes, re-estimates, and recommendations, in
targeted savings, result in a net improvement to MTA’s financial forecast over

ewly-proposed increases in
ly Plan period.

Additional details of the February Plan and the July Plan ared@vailable on the MTA site, www.mta.info,
under the caption “MTA Info — Budget and Financial In tion — Budgets and Financial Statements”.
Tropical Storm Sandy Update

The total allocation of emergency relief fundi om the FTA to MT connection with Superstorm Sandy

to date is $5.83 billion, including $1.599 bill cated on Septe 22, 2014, through a competitive
resiliency program. FTA Emergency Relief Grant ing $4.23 billio ¢ been executed, including six
grants in the amounts of $194, $886, $684.5, $344,.$787.6, andy$1,090.3 respectively for repair/local priority
resiliency; and six grants for competitive resiliency totalifig $240.91uAs of September 30, 2017, MTA has
drawn down a total of $1.62 bi rant reimbursement for eligible operating and capital expenses. The

balance of funds to be dra all 12 grants is available to MTA for reimbursement of eligible
expenses as requisitions af TA and approved by FTA. Additional requisitions are in process.
MTA is submitting grant req maining $1.60'billion of allocated FTA emergency relief funding in

Labor Update

Subseq 0)the presentatio Plan to the MTA Board, certain of the unions representing

employees atvarious MTA agen
MTA Metro—Nortf& reements — No changes since February Plan.

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

-19-

Master Page # 32 of 455 - Audit Committee Meeting 1/22/2018



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

MTA Bus Company — A 60 month agreement was reached with TWU, Local 1
16, 2012 through January 15, 2017 consistent with pattern. The parties ha
issue of pension enhancement to arbitration.

for the period from January
d to refer the outstanding

its maintenance workers (DC

™)
DY

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

CONSOLIDATED INTERIM STATEMENT OF NET POSITION AS OF SEPTEMBER 30, 2017

AND CONSOLIDATED STATEMENT OF NET POSITION AS OF DECEMBER 31, 2016

($ In millions)

September 30, December 31,
2017 2016
(Unaudited)
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
CURRENT ASSETS:
Cash (Note 3) $ 189 $ 732
Unrestricted investments (Note 3) 3,344 3,995
Restricted investments (Note 3) 2,453 1,425
Restricted investments held under capital lease obligations (Notes 3 and 8) 3 93
Receivables:
Station maintenance, operation, and use assessments 78 120
State and regional mass transit taxes 1,046 150
Mortgage Recording Tax receivable 37 45
State and local operating assistance 147 11
Other receivable from New York City and New York State 284 309
Due from Build America Bonds 3 1
Capital project receivable from federal and state gov nt 283 222
Other 314 605
Less allowance for doubtful accounts (49) (130)
Total receivables — net 2,143 1,333
. 214 _ 1333
Materials and supplies 596 566
Prepaid expenses and other curr ssets 7 130 151
Total current assets 4 8,858 8,295
NON-CURRENT ASSETS:
Capital assets (Not
Land and consttu 18,974 16,459
Other capital assets (net of ac 47,997 48,059
Unrestric vestments (Note 3) 54 28
Restricted investments (Note 3) 507 418
Restricted investments held under cap 370 273
Other non-current i 33 124
Receivable from Ne State 76 114
Other non-current asse 14 16
Total non-current assetSy 68,025 65,491
TOTAL ASSETS 76,883 73,786
DEFERRED OUTFLOWS OF RESOURCES:
Accumulated decreases in fair value of derivative instruments (Note 7) 434 439
Loss on debt refunding (Note 7) 1,037 968
Deferred outflows related to pensions (Note 4) 2,544 2,425
TOTAL DEFERRED OUTFLOWS OF RESOURCES 4,015 3,832
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES $ 80,898 $ 77,618
See Independent Auditors' Review Report and (Continued)

notes to the consolidated interim financial statements.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED INTERIM STATEMENT OF NET POSITION AS OF SEPTEMBER 30, 2017
AND CONSOLIDATED STATEMENT OF NET POSITION AS OF DECEMBER 31, 2016
($ In millions)

September 30, December 31,
2017 2016

(Unaudited)
LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

CURRENT LIABILITIES:
Accounts payable $ 545 $ 526
Accrued expenses:
Interest 599 226
Salaries, wages and payroll taxes 321 251
Vacation and sick pay benefits 929 911
Current portion — retirement and death benefits 35 15
Current portion — estimated liability from injuries to persons (Note 403 415
Capital accruals 565 V 436
Other 690 648
Total accrued expenses 3,542 2,902
Current portion — loan payable (Note 7) 12 -
Current portion — long-term debt (Note 7) 1,688 1,977
Current portion — obligations under capital lease (Note 4 4
Current portion — pollution remediation projects (Note 1 23 23
Unearned revenues 631 571

Total current liabilities \\A 6,445 6,003

NON-CURRENT LIABILITIES:

Net pension liability (Note 4) & 8,983 8,983
Estimated liability arising fro (Note 10) 3,298 3,026
Post employment benefits othi 16,352 15,156
Loan payable (Note 7) g 86 -
Long-term debt (Note 7) 38,111 36,945
Obligations under capit 430 429
i 63 65
346 309
446 454
333 317
68,448 65,684
74,893 71,687
Gain on debt refunding 27 29
Deferred Inflows related to pensions{(INote 4) 295 295
TOTAL DEFERRED INFLOWyRESOURCES 322 324
NET POSITION:
Net investment in capital assets 26,919 25,756
Restricted for debt service 1,535 352
Restricted for claims 146 178
Restricted for other purposes (Note 2) 1,020 935
Unrestricted (23,937) (21,614)
TOTAL NET POSITION 5,683 5,607
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION $ 80,898 $ 77,618
See Independent Auditors' Review Report and
notes to the consolidated interim financial statements. (Concluded)
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

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

NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016

($ In millions)

September 30,

September 30,
2016

OPERATING REVENUES:
Fare revenue
Vehicle toll revenue
Rents, freight, and other revenue

Total operating revenues

OPERATING EXPENSES:

4,378
2,234

Salaries and wages
Retirement and other employee benefits

Postemployment benefits other than pensions (Note 5) 1,610
Electric power 328
Fuel 109
Insurance 2
Claims 297
Paratransit service contracts 292
Maintenance and other operating contracts 445
Professional service contracts 248

Pollution remediation projects (Not 2
Materials and supplies 7 435
Depreciation (Note 2) 1,852
Other > 149

12,381

Total operating expenses

Net expenses related to assc

OPERAT 0SS (5,924)

Mass Transportation 453
Metropolitan Mass TransportationdOperating Assistance subsidies 1,668
Payroll Mobility Tax subsi 1,258
MTA Aid Trust Account subsidies 224
Tax-supported subsidies — NYC and Local:
Mortgage Recording Tax subsidies 342
Urban Tax subsidies 393
Other subsidies:
New York State Service Contract subsidy 3
Operating Assistance - 18-B program 376
Build America Bond subsidy 46
Subtotal grants, appropriations and taxes $ 4,763

See Independent Auditors' Review Report and
notes to the consolidated interim financial statements.
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(Unaudited)

$ 4,500
1,405
440

6,345

4,183
2,223
1,610
308
91
3D
214
288
419
235

426

1,818
129

11,919

(5,576)

469
1,668
1,222

226

342
590

376
_ 47

$§ 4,945

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

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

NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016

($ In millions)

September 30,
2016

(Unaudited)
NON-OPERATING REVENUES (EXPENSES):

Connecticut Department of Transportation $ 89

Subsidies paid to Dutchess, Orange, and Rockland Counties “4)

Interest on long-term debt (Note 2) (1,100)

Station maintenance, operation and use assessments 121

Operating subsidies recoverable from NYC V 370

Other net non-operating expenses 44

Net non-operating revenues 4,465

LOSS BEFORE APPROPRIATIONS, GRANTS AND

RECEIPTS EXTERNALLY RESTRICTED FOR CAP (1,111)
APPROPRIATIONS, GRANTS AND OTHER RECEIPTS

EXTERNALLY RESTRICTED FOR CAPITAL PROJECT 1,520
CHANGE IN NET POSITION y 4 76 409
NET POSITION — Beginnin 5,607 5,833

4

NET POSITION — End of period $ 5,683 $ 6,242
See Indep Auditors' Review (Concluded)

notes t6 the conselidated interim fin
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016
($ In millions)

September 30,

September 30,
2016

CASH FLOWS FROM OPERATING ACTIVITIES:
Passenger receipts/tolls
Rents and other receipts
Payroll and related fringe benefits
Other operating expenses

Net cash used by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:?

Grants, appropriations, and taxes 4 253
Operating subsidies from CDOT
Subsidies paid to Dutchess, Orange, and Rockland Counties (7)

Net cash provided by noncapital financing activiti 4333

CASH FLOWS FROM CAPITAL AND RELATED FINANCIN TIVITIES

MTA bond proceeds 2,650
MTA Bridges and Tunnels bond proceeds 1,427
MTA bonds refunded/reissued (1,663)
MTA Bridges and Tunnels bonds n 4 (1,080)
MTA anticipation notes proce 1,210
MTA anticipation notes redee > (1,424)
MTA credit facility proceeds 204

MTA credit facility refunded (200)

Capital lease paynu (1)
Grants and appropriations 2,356
Payment for€apital assets (3,930)
Debt service payments (1,126)
Net cash use: capital and rela (1,577)
CASH FLOWS FRO
Purchase of long-term s (5,998)
Sales or maturities of long-termisecurities 6,406
Net sales (purchases) or maturiti short-term securities (822)
Earnings on investments 42
Net cash used by investing activities (372)
NET DECREASE IN CASH (543)
CASH — Beginning of period 732
CASH — End of period $ 189

See Independent Auditors' Review Report and
notes to the consolidated interim financial statements.
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(Unaudited)

$ 6,174
279
(6,829)
(2,113)

(2,489)

iy

4,362
92

©)
4,448

5,704
642
(2,604)
(288)
1,419
(1,643)

(1)
1,425
(3,688)

(999)

(33)
(8,648)
6,008

539

25
(2,076)
(150)

454

$ 304

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

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016
($ In millions)

September 30, September 30,
2017 2016

dited) (Unaudited)

RECONCILIATION OF OPERATING LOSS TO NET CASH USED BY
OPERATING ACTIVITIES:

Operating loss (Note 2) (5,924) $ (5,576)
Adjustments to reconcile to net cash used in operating activities:
Depreciation and amortization 1,818
Net increase in payables, accrued expenses, and other liabilities 1,159
Net decrease in receivables 39

Net decrease in materials and supplies and prepaid expenses

@ __ 7
NET CASH USED BY OPERATING ACTIVITIES $ (2,927) E (2,489)

NONCASH INVESTING, CAPITAL AND RELATED FINANCING ACTIV
Noncash investing activities:
Interest expense includes amortization of net (premi iscount
Interest expense which was capitalized

339 $ 761

26 38
Total Noncash investing activities

\" 365 799
Noncash capital and related financing activities:

Capital assets related liabilities 565 342
Capital leases related liabilitie; 4 434 413
Total Noncash capital and 999 755
TOTAL NONCASH INVESTING RELATED 4
FINANCING ACTIVITIES $ 1,364 $ 1,554
See Indep. Auditors' Review (Concluded)
notes t6 the conselidated interim fin

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

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

AS OF SEPTEMBER 30, 2017 AND DECEMBER 31, 2016 AND

FOR THE NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2017 AND 2016
($ In millions, except as noted)

1.

BASIS OF PRESENTATION

Reporting Entity — The Metropolitan Transportation Authority (“MT
Section 1263 of the New York Public Authorities Law, and is
component unit of the State of New York (“NYS”) whose missi
public transportation and to develop and implement a unified p
metropolitan area.

s established in 1965, under
blic benefit corporation and a
continue, develop and improve
tion policy in the New York

These consolidated interim financial statements arefof the Metropolitan nsportation Authority
(“MTA?”), including its related groups (collectively

“MTA Group”) as follows: v
Metropolitan Transportation Authority and Related ups &ponent Units)

e Metropolitan Transportation Autho
management, finance, legal, real esta
to the related groups listed below.

Headquarters (“MTAHQ”) provides support in budget, cash
ry, risk and ins e management, and other services

e The Long Island Rail Road Company (‘MTA Long Island Rail Road”) provides passenger
transportation betwee ork City (“NYC”) and Long Island.

e Metro-North Co d Company (*MTA Metro-North Railroad”) provides passenger
transportation ‘betw d the suburbaniyeommunities in Westchester, Dutchess, Putnam,
Orange, and Rockland counti XS and New Haven and Fairfield counties in Connecticut.

e Staten I
transportation on

e  First Mutual Transport
for certain.losses, some
losses.

e MTA Capital Constriction Company (“MTA Capital Construction”) provides oversight for the
planning, design rzonstruction of current and future major MTA system-wide expansion projects.

ating Authority (“MTA Staten Island Railway”) provides passenger

ce Company (“FMTAC”) provides primary insurance coverage
hich are reinsured, and assumes reinsurance coverage for certain other

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.

The subsidiaries and affiliates, considered component units of the MTA, are operationally and legally
independent of the MTA. These related groups enjoy certain rights typically associated with separate legal
status including, in some cases, the ability to issue debt. However, they are included in the MTA’s
consolidated interim financial statements as blended component unit use of the MTA’s financial
accountability for these entities and they are under the direction of't TA Board (a reference to “MTA
Board” means the board of MTAHQ and/or the boards of the oth Group entities that apply in the

requirements and the revenues of all of the related groups of the MTA are used to support the organizations
as a whole. The components do not constitute a se accounting entity (fund) since.thiere is no legal
requirement to account for the activities of the compo as dikccounting entities. Therefore, the
MTA financial statements are presented on a consolidated basis‘with segment disclosure for each distinct

available by writing to the MTA Comptr 2 Broadway, 16™ r, New York, New York 10004.

Although the MTA Group collects fares fo
revenues from other sources, such as the

nsit and commu ice, they provide and receive
sing out of. real property assets, and the licensing of

the members of the oviding transit and commuter service rely on operating surpluses
transferred from MT Tunnels, operating subsidies provided by NYS and certain local
governmental entities 1 ommuter districty’and service reimbursements from certain local
governmental entities in the MTA comimuter district and from the State of Connecticut. Non-operating
subsidies to Group for transit and.commuter service for the period ended September 30, 2017

and 2016ftotale on an billion, respectively.

SIAFICANT ACCO

Basis of Accounting — The
accrual basis of accounting
States of America.

ompanying consolidated interim financial statements are prepared on the
accordance with accounting principles generally accepted in the United

The MTA applies Go mental Accounting Standards Board (“GASB”) Codification of Governmental
Accounting and Financial Reporting Standards (“GASB Codification”) Section P80, Proprietary
Accounting and Financial Reporting.

New Accounting Standards Adopted

The MTA adopted the following GASB Statements for the period ended September 30, 2017:

GASB Statement No. 80, Blending Requirements for Certain Component Units establishes an additional

blending requirement for the financial statement presentation of component units. This Statement applies
to component units that are organized as not-for-profit corporations in which the primary government is
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the sole corporate member, as identified in the component unit’s articles of incorporation or bylaws. The
requirements of this Statement are effective for reporting periods beginning after June 15, 2016. The
adoption of this Statement had no impact on the MTA’s financial statements. No additional disclosures
are required.

GASB Statement No. 81, Irrevocable Split-Interest Agreements establishes accounting and financial
reporting standards for split-interest agreements, which are a type of giving agreement used by donors to
provide resources to two or more beneficiaries, including governments. The Statement provides
recognition and measurement guidance for situations in which a government is a beneficiary of the
agreement by requiring the government to recognize assets, liabilities, and,deferred inflows of resources
at the inception of the agreement. The requirements of this Statement ar ive for financial statements
for periods beginning after December 15, 2016. The adoption of Statement had no impact on the
MTA'’s financial statements, as the MTA does not enter into suc

Accounting Standards Issued but Not Yet Adopted

GASB has issued the following pronouncements that snay affect the future finangial position, results of
operations, cash flows, or financial presentation of TA upoh,implementation. “Management has not
yet evaluated the effect of implementation of these sta S. x

GASB MTA Required
Statement No. GASB A ting Standard Year of Adoption
74 Financial Reporting for loyment Benefit 017

Other Than Pension Plans R
Financial Reporting  for
7 eneflts Other Than Pensions 2018
82 2017
83 2019
84 2019
A 85 2018
86 2018
87 2020

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 consolidated interim financial
statements, and the reported amounts of revenues and expenses during the reporting period. Significant
estimates include the fair value of investments, allowances for doubtful accounts, valuation of derivative
instruments, arbitrage rebate liability, accrued expenses and other liabilities, depreciable lives of capital
assets, estimated liability arising from injuries to persons, pension benefits and other postemployment
benefits. Actual results could differ significantly from those estimates.

Use of Managemen?ﬁ'mates — The preparation of the consolidated interim financial statements in
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Principles of Consolidation — The consolidated interim financial statements consist of MTAHQ, MTA
Long Island Rail Road, MTA Metro-North Railroad, MTA Staten Island Railway, FMTAC, MTA Bus,
MTA Capital Construction, MTA New York City Transit (including its subsidiary MaBSTOA), and MTA
Bridges and Tunnels for years presented in the financial statements. All related group transactions have
been eliminated for consolidation purposes.

Net Position — Restricted for Other Purposes — This category is classified within net position and
includes net investments restricted for capital leases and MTA Bridges and Tunnels necessary
reconstruction reserve.

Investments — The MTA Group’s investment policies comply with t
guidelines for such operating and capital policies. Those policies p
obligations of the U.S. Treasury, its agencies and instrumentalities
such obligations. FMTAC’s investment policies comply with
New York State Department of Insurance guidelines.

w York State Comptroller’s
it investments in, among others,
urchase agreements secured by
Comptroller guidelines and

sified as current assets

v 4
In accordance with the provisions of GASB Statement , FMe Measurement and Application,
investments are recorded on the consolidated statement of net position at fair value, except for commercial
paper, certificates of deposit, and repurc agreements, which are recorded at amortized cost or contract
value. All investment income, including investments, is reported as revenue
on the consolidated statement of revenues, osition. Fair values have been
determined using quoted market values at September30, 2017 and December 31, 2016.

mber 30th have been ¢

Investments expected to be utilized within a year of Se
in the consolidated interim financial statements.

Investment derivative con e reported at faicdvalue using the income approach.

Prepaid Ex and Other(Current Assets=" Prepaid expenses and other current assets reflect
insuran miums as well as farecard media related with ticket machines,

WebTickets and Air i
Cﬁpit!l Assets — Properti
ovements include all land, buildings, equipment, and infrastructure of the

over their estimated useful
incurred. Capitabassets and i
MTA having a minimum useful life of two years and having a cost of more than $25 thousand. Capital

assets are stated at histerical cost, or at estimated historical cost based on appraisals, or on other acceptable
methods when histori ost is not available. Capital leases are classified as capital assets in amounts
equal to the lesser orfxcfair 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 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 amortized over the term of the lease or the life of the asset
whichever is less.

ent are carried at cost and are depreciated on a straight-line basis
s. Expenses for maintenance and repairs are charged to operations as

Pollution remediation projects —Pollution remediation costs have been expensed in accordance with
the provisions of GASB Statement No. 49, Accounting and Financial Reporting for Pollution Remediation
Obligations (See Note 12). An operating expense provision and corresponding liability measured at
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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: the MTA is in
violation of a pollution prevention-related permit or license; an imminent threat to public health due to
pollution exists; the MTA is named by a regulator as a responsible or potentially responsible party to
participate in remediation; the MTA voluntarily commences or legally obligates itself to commence
remediation efforts; or the MTA is named or there is evidence to indicate that it will be named in a lawsuit
that compels participation in remediation activities.

he sale of tickets, tokens,
e when tickets or farecards are
xception of advance purchases
d for the unused value of the

Operating Revenues — Passenger Revenue and Tolls — Revenues
electronic toll collection system, and farecards are recognized as i
used. Tickets are assumed to be used in the month of purchase, wi
of monthly and weekly tickets. When the farecards expire, rev
farecards.

MTA Bridges and Tunnel has two toll rebate programs e Verrazano-Narrows Bridge: the Staten Island
Resident (“SIR”) Rebate Program, available for resi of StatenIsland participating in.the SIR E-ZPass
toll discount plan, and the Verrazano-Narrows Bridge merc%)'ate Program (¥*VNB Commercial
Rebate Program”), available for commercial vehicles ma mote than'ten trips per month using the same
New York Customer Service Center (“NYCSC”) E-ZPass account. The VNB Commercial Rebate
Program and SIR Rebate Program are fu by the State and M

Capital Financing — The MTA has ongoi ams on behalf o sidiaries and affiliates, subject

Transportation Authority Capital Program Review Board

v

The federal governme ent equity interest in assets acquired by the MTA with federal funds
federal governmeént may have a right to its share of the proceeds

O

funds receive erating assistance program are fully matched by contributions from NYC
and the seven counties within the MTA’s service area.

Mortgage Recording Taxes (“ MRT”) — Under NYS law, the MTA receives capital and operating
assistance through a gage Recording Tax (“MRT-1"). MRT-1 is collected by NYC and the seven
other counties withinthe MTA’s service area, at the rate of 0.25% 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 0.25% 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).

e The first $5 of the MRT-2 proceeds is transferred to the MTA Dutchess, Orange, and Rockland
(“DOR”) Fund ($1.5 each for Dutchess and Orange Counties and $2 for Rockland County).
Additionally, the MTA must transfer to each County’s fund an amount equal to the product of (i) the
percentage by which each respective County’s mortgage recording tax payments (both MRT-1 and
MRT-2) to the MTA increased over such payments in 1989 and (ii) ase amount received by each
county as described above. The counties do not receive any porti f the September 1, 2005 increase
in MRT-1 from 25 cents per $100 of recorded mortgage to 3 s of September 30, 2017, the
MTA paid to Dutchess, Orange and Rockland Counties the ounts of MRT-1 and MRT-
2 totaling $3.6.

e In addition, MTA New York City Transit receive
mortgage recording tax at the rate of 0.625% o
through a property transfer tax at the rate of one pe
as “Urban Tax Subsidies”) of certain properties.

erating assistance directly from NYC through a

ebt secu;d by certain real estate/mortgages and

of th ssed value (collectively referred to

Mobility Tax —In June of 2009, Chapter fthe NYS Laws of:
the Metropolitan Commuter Transporta bility Tax (“ T”). The proceeds of this tax,
administered by the New York State T ment, are to stributed to the Metropolitan
Transportation Authority. This tax is imposed on ecertain, employers and self-employed individuals
engaging in business within the metropolitan commufer transpottation district which includes New York
City, and the counties of. , Nassau, Suffolk, Orange, Putnam, Dutchess, and Westchester. This
rs that have'payroll expenses within the Metropolitan Commuter
rate of 0.34% of an employer’s payroll expenses for all covered

er. The employef” is prohibited from deducting from wages or

added Article 23, which establishes

Wtal Aid—In2

dments to the existing tax law provided the MTA supplemental
revenues. to,be deposited Trust Account of the Metropolitan Transportation Authority
Financial Assistance Fund established pursuant to Section 92 of the State Finance law. These supplemental
revenues relate ito: 1) supplemental learner permit/license fee in the Metropolitan 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 Mer)litan 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 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
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System (defined as MTA New York City Transit and MaBSTOA), MTA Staten Island Railway and the
Commuter Railroads to pay operating and capital costs. The MMTOA receipts are comprised of 0.375%
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 certain debt service obligations, and secondly to operating and capital
costs of the Transit System, and the Commuter Railroads.

The State Legislature enacts in an annual budget bill for each state fiscal year 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 be deposited in the MTA ica\‘ted Tax Fund for the next
succeeding state fiscal year. The assistance deposited into the MTT required by law to be allocated,
after provision for debt service on Dedicated Tax Fund Bond ote 7), 85% to certain transit
operations (not including MTA Bus) and 15% to the commute rations. Revenues from this
funding source are recognized based upon amounts of tax repo by NYS, to the extent of

the appropriation.
cash subsidy payments fromithe’United States
of B issued as “Build America Bonds”
19

ode imposes requirements that MTA

Build America Bond Subsidy — The MTA is recei
Treasury equal to 35% of the interest payable on

sportation (“ CDOT") — A
Railroad’s New Haven line is

ficit of MTA\, Metro-North Railroad’s branch lines in Connecticut
(New Canaan, Danbu ry), 65.0% of'the New Haven mainline operating deficit, and 54.3%
””) operating deficit” The New Haven line’s share of the net operating
deficit for the use of GCT s comptisedofa fixed feej calculated using several years as a base, with annual
increases for and the actual cost'of operating GCT’s North End Access begmmng in 1999. The
Service Algreem

in Conhecticut, 100%
co‘jother movable ca; ed to the New Haven line. Remaining funding for New Haven
line capitabassets is provi TA. The Service Agreement provides for automatic five-year
renewals unless a notice of termination has been provided. The Service Agreement has been automatically
extended for an additional five years beginning January 1, 2015 subject to the right of CDOT or MTA to
terminate the agreement on gighteen month’s written notice. Capital assets completely funded by CDOT
are not reflected in these fihancial statements, as ownership is retained by CDOT. The Service Agreement
provides that final bil for each year be subject to audit by CDOT. The audits of 2014 and 2015 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 December 31, under provisions of the NYS Public
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.
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In 1995, New York City ceased reimbursing the MTA for the full costs of the free/reduced fare program
for students (the Student Fare Program). Beginning in 1996, the State and NYC each began paying $45
per annum to the MTA toward the cost of the program. In 2009, the State reduced its $45 reimbursement
to $6.3. Beginning in 2010, the State increased its annual commitment to $25.3 while NYC’s annual
commitment remained at $45. These commitments have been met by both the State and NYC for both
2015 and 2016.

Prior to April 1995, NYC was obligated to reimburse the MTA for the transit police force. As a result of
the April 1995 merger of the transit police force into the New York City Police Department, NYC no
longer reimburses the MTA for the costs of policing the Transit System on an ongoing basis since policing
of the Transit System is being carried out by the New York City Polic partment at NYC’s expense.
The MTA continues to be responsible for certain capital costs and s rt services related to such police
activities, a portion of which is reimbursed by NYC. The MTA re proximately $6.2 and $4.1 for
the nine months ended September 30, 2017 and 2016, respecti C for the reimbursement of
transit police costs.

MTAHQ bills MTA Metro-North Railroad through it
New Haven line of which MTA Metro-North Rai
Department of Transportation. The amounts bill
were $16.6 and $15.6, respectively. The amounts recover
2016 were approximately $10.8 and $10.1, respectively.

nsolidated services for MTFA police costs in the

recoversgapproximately 65% from Connecticut

erio ded September 30, 2017 and 2016
r the periods ended September 30, 2017 and

Federal law and regulations require a para it.system for passe
and trains because of their disabilities. Purs
York City Transit, effective July 1, 1993,
required in NYC by the Americans with DisabilitieséAct of 1990+The services are provided by private
vendors under contract wi New York City Transit. NYC reimburses the MTA for the lesser of
33.0% of net paratransi enses defined as labor, transportation, and administrative costs less
fare revenues and 6.09 Tax Subsidies, or an amount that is 20.0% greater than the amount
paid by NYC for the precedi r year. Fare revenues and New Y ork City reimbursement aggregated
approximately $145.7 and'$150.0for the;nine months ended September 30, 2017 and 2016, respectively.

Grants and s and appropriations for capital projects are recorded when requests
are submitted to the i
re ents. These amo
of Revenues, Expenses, an
Expenses — Operating and non-operating expenses are recognized in the

Operating aNn-operati

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, suyies paid to counties, etc.) are reported as non-operating expenses.

eparately after Net Non-operating Revenues in the Statements
et Position.

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 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
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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 Tunnels. Effective October 31, 2015, the self-insured retention limits for
ELF were increased to the following amounts: $11 for MTA New York City Transit, MaBSTOA, MTA
Bus, MTA Long Island Rail Road and MTA Metro-North Railroad; $3.2 for MTA Staten Island Railway,
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. 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 eatities above their specifically
assigned self-insured retention with a limit of $50 per occurrence with Osannual aggregate. FMTAC
charges appropriate annual premiums based on loss experience a posure analysis to maintain the
fiscal viability of the program. On September 30, 2017, the ba he assets in this program was
$118.1.

MTA also maintains an All-Agency Excess Liability lnsurance Policy th ords the MTA Group
additional coverage limits of $350 for a total limit of $400 ($350 excess of $50). Tn certain circumstances,
when the assets in the program described in the p ing paraaaph are exhausted duesto payment of

claims, the All-Agency Excess Liability Insurancé wi me the eeverage position of $50.

On March 1, 2017, the “nonrevenue fleet” automobile liability policy program was renewed. This program
provides third-party auto liability insura rotection for the Group with the exception of MTA
New York City Transit and MTA Bridges nels. The polic ides $11 per occurrence limit with
a $0.5 per occurrence deductible for MTA Lo land Rail Road, Staten Island Railway, MTA
Police, MTA Metro-North Railroad, MTA Inspector General and MTA Headquarters. FMTAC renewed
its deductible buy back policy, where it assumes, the liability of thesagencies for their deductible.

On March 1, 2017, the ide” automobile liability policy program was renewed. This program
provides third-party 4 rance protection for the MTA New York City Transit’s Access-A-
Ride program, includin ed operators. Thisspolicy provides a $3 per occurrence limit with a

On Decemb

Account liability poli

Ra"‘\ad.

Property Insurance — E ay 1, 2017, FMTAC renewed the all-agency property insurance
program. For annual period commencing May 1, 2017, FMTAC directly insures property damage
claims of the Related Entities in excess of a $25 per occurrence deductible, subject to an annual $75
aggregate deductible. »The'total All Risk program annual limit is $675 per occurrence and in the annual
aggregate for Flood arthquake covering property of the Related Entities collectively. FMTAC is
reinsured in the domestic, Asian, London, European and Bermuda reinsurance markets for this coverage.
Losses occurring after exhaustion of the deductible aggregate 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.

enewed the primary coverage on the Station Liability and Force
ence loss for MTA Metro-North Railroad and MTA Long Island

Supplementing the $675 per occurrence noted above, FMTAC’s property insurance program has been
expanded to include a further layer of $125 of fully collateralized earthquake coverage for an event of a
certain index value and for 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
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any point in the three year period from May 23, 2017 to April 30, 2020. The expanded protection is
reinsured by MetroCat Re Ltd. 2017-1, a Bermuda special purpose insurer independent from the MTA
and formed to provide FMTAC with capital markets based property reinsurance. The MetroCat Re Ltd.
2017-1 reinsurance policy is fully collateralized by a Regulation 114 trust invested in U.S. Treasury
Money Market Funds. The additional coverage provided is parametric and available for storm surge losses
resulting from a storm that causes water levels that reach the specified index values, and also for an
earthquake event of a certain index value.

With respect to acts of terrorism, FMTAC provides direct coverage that is reinsured by the United States
Government for 83% of “certified” losses in 2017 and 82% of “certified” losses in 2018 and 81% of
“certified” losses in 2019, as covered by the Terrorism Risk Insura tfogram Reauthorization Act
(“TRIPRA”) of 2015. The remaining 17% (2017), 18% (2018) and 49% (2019) of the Related Entities’
losses arising from an act of terrorism would be covered under t ional terrorism policy described
below. No federal compensation will be paid unless the aggreg ured losses exceed a trigger
of $140 in 2017, $160 in 2018 and $180 in 2019. The United St t’s reinsurance is in place

through December 31, 2020.
TA obtained an additional commercial
ic, )L ondon and European marketplaces.

»act of tefrorism up to a‘maximum recovery

To supplement the reinsurance to FMTAC through

insurance or (3) 100% of any “certified” terrorism los§ which exceeds $5 and less than the $140 TRIPRA
trigger up to a maximum of $140 for any occurrence and in the annual aggregate during 2017,
or 100% of any “certi loss which exceeds $5 and less than the $160 TRIPRA trigger up to
a maximum recovery occurrence and in the annual aggregate during 2018 or 100% of any
“certified” terrorism 10s i eds $5 and lessithan the $180 TRIPRA trigger up to a maximum

Additionall ge for acts of terrorism which are not certified under TRIPRA to a
maxi 2018 and $204.3 in 2019. Recovery under the terrorism policy is
su nce and $75 in the annual aggregate in the event of multiple
losses during the policy ye e Related Entities’ deductible in any one year exceed $75 future
losses in that policy year are'subject to a deductible of $7.5. The terrorism coverages expire at midnight
on May 1, 201

Pension Plans — “In accordance with the provisions of GASB Statement No. 68, Accounting and
Financial Reporting ensions, the MTA recognizes a net pension liability for each qualified pension
plan in which it parti¢ipates, which represents the excess of the total pension liability over the fiduciary
net position of the qualified pension plan, or the MTA’s proportionate share thereof in the case of a cost-
sharing multiple-employer plan, measured as of the measurement date of each of the qualified pension
plans. Changes in the net pension liability during the year are recorded as pension expense, or as deferred
inflows of resources or deferred outflows of resources depending on the nature of the change, in the year
incurred. Those changes in net pension liability that are recorded as deferred inflows of resources or
deferred outflows of resources that arise from changes in actuarial assumptions or other inputs and
differences between expected or actual experience are amortized over the weighted average remaining
service life of all participants in the respective qualified pension plan and recorded as a component of
pension expense beginning with the year in which they are incurred. Projected earnings on qualified
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pension plan investments are recognized as a component of pension expense. Differences between
projected and actual investment earnings are reported as deferred inflows of resources or deferred outflows
of resources and amortized as a component of pension expense on a closed basis over a five-year period
beginning with the year in which the difference occurred.

The GASB has not issued guidance on how to account for pension liabilities and related deferrals for
interim financial reporting. The MTA has elected to record as pension expense the applicable first nine
months of 2016 employer contributions made to the pension plans subsequent to the measurement of the
net pension liability, which were recorded as deferred outflows for the year-ended December 31, 2016.
In turn, any contributions made in the first nine months of 2017 were recorded as deferred outflows.

Postemployment Benefits Other Than Pensions — In June 200 ASE"issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postempl
This Statement established standards for the measureme
expense/expenditures and related liabilities (assets), note ,
supplementary information (“RSI”) in the financial reports of'state‘and local mental employers. In
June 2005, GASB issued Statement No. 47, Accounting for Termination efits. This statement
established accounting standards for termination b s. For tezmination benefits provided through an
existing defined benefit OPEB plan, the provisi f thk‘;\e/lment should be implemented
simultaneously with the requirements of GASB Stateme . 45. The*MTA has adopted these standards
for its Postemployment Benefits Other Than Pensions.

if applicable, required

CASH AND INVESTMENTS

Cash - The Bank balances are insured up to, $250 thousand in the aggregate by the Federal Deposit
Insurance Corporation (“FDIC”) for each bankiin which fundsvaresdeposited. The bank balance consists
of the following at Septe 2017 and December 31, 2016 (in millions):

September 30, 2017 December 31, 2016
(Unaudited)
Carrying Bank Carrying Bank
Amount Balance Amount Balance

$ 61 $ 58 § 182 $ 162
128 76 550 155

§ 189 § 134 § 732 $ 317

FDI sured or collate
Uni ed and not collater

Total Balanxe
All collateralized deposits ar:

The MTA, on behalf ii itself, its affiliates and subsidiaries, invests funds which are not immediately

eld by the MTA or its agent in the MTA’s name.

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.

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, the MTA will not be able to recover the value of its deposits. While the MTA does not have a
formal deposit policy for custodial credit risk, New York State statues govern the MTA’s investment
policies. 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.
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I nvestments - 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
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.

The MTA categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs

are significant other observable inputs; Level 3 inputs are significant un able inputs.
The MTA had the following recurring fair value measurements as ember 30, 2017 and December
31, 2016 (in millions):

Value Measurements

September 30,  Fair Value Measurerfients

Investments by fair value level 2017 Level 1 vel 2 2016 Level 2
(Unaudited) U "
Debt Securities:
U.S. treasury securities § 4307 § 404§ %,546 § 3359 § 187
U.S. government agency 313 - 13 - 549
Commercial paper 1,402 1,402 1,397
Asset-backed securities 36 36 - 35
Commercial mortgage-backed securities 26 26 3 - 33
Foreign bonds 11 11 . PR 13
Corporate bonds 150 150 - 165 165
Tax Benefit Lease Investments; \ v
U.S. treasury securities N - 172 172 -
U.S. government agency -\ S 103 - 103
Repurchase agreements 484 - 73 73 -
Money Mark - 6 6 - 6
Total debt sectrities 4427 2,160 6,092 3,782 2,310
quMrities 24 - 2 2 -
Total investments by fair value level 4451 § 2160 6113 § 3803 § 2310
Other 119
Total Investments $ 6232

Investments classiﬁ:jyievel 1 of the fair value hierarchy, totaling $4,451 and $3,803 as of September
30, 2017 and December 31, 2016, respectively, are valued using quoted prices in active markets. Fair
values include accrued interest to the extent that interest is included in the carrying amounts. Accrued
interest on investments other than Treasury bills and coupons is included in other receivables on the
statement of net position. The MTA’s investment policy states that securities underlying repurchase
agreements must have a fair value at least equal to the cost of the investment.

U.S. Government agency securities totaling $424 and $652, U.S, treasury securities totaling $266 and
$187, commercial paper totaling $1,402 and $1,397, asset-backed securities totaling $36 and $35,
commercial mortgage-backed securities totaling $26 and $33, and money market instruments totaling $6
and $6, as of September 30, 2017 and December 31, 2016, respectively, classified in Level 2 of the fair
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value hierarchy, are valued using matrix pricing techniques maintained by a third party pricing service.
Matrix pricing is used to value securities based on the securities’ relationship to benchmark quoted prices
and indices. Fair value is defined as the quoted market value on the last trading day of the period. These
prices are obtained from a third party pricing service or our custodian bank.

In connection with certain lease transactions described in Note 8, the MTA has purchased securities or
entered into payment undertaking, letter of credit, or similar type agreements or instruments (guaranteed
investment contracts) with financial institutions, which generate sufficient proceeds to make basic rent
and purchase option payments under the terms of the leases. If the obligors do not perform, the MTA may
have an obligation to make the related rent payments.

obligations, are either insured or
ents restricted for capital lease
a custodian as collateral for
vestments had weighted
2017 and year ended

All investments, other than the investments restricted for capital le
registered and held by the MTA or its agent in the MTA’s name.
obligations are either held by MTA or its agent in the MTA’s n
MTA'’s obligation to make rent payments under capital lease“gbligatio
average yields of 1.00% and 0.56% for the nine month§ ended Septembe

December 31, 2016, respectively.
. Wy’
2016, following credit quality rating has
d rating organization (in'millions):

ecember 31, Percent of
2016 Portfolio
504 8 %

» 1,397 23
88
46
35
100
49
101
69 3,774 62
100 % 6,094 100 %
138
§ 6,232

Credit Risk — At September 30, 2017 and Dec
been assigned to MTA investments by a nationally reco

r30, Percent of
Portfolio

)

Quality Rating Septe
Standard & Poor's 20

A-1+ $ 262 49

A-1 2

\

&

—_— e
AN
DN =D O = =

ate risk is the risk that changes in interest rates will adversely affect the
fair value of the imvestment. 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 i indicator of bond price’s sensitivity to a 100 basis point change in interest rates.
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September 30, 2017 December 31, 2016

(Unaudited)

(In millions) Fair Value Duration Fair Value Duration

(in years) (in years)
U.S. Treasuries $ 4307 2.62 $ 3,546 5.44
Federal Agencies 313 4.08 549 2.95
Tax benefits lease investments 288 9.28 275 8.87
Repurchase agreement 48 - 73 -
Certificate of deposits 6 - 6 -
Commercial paper 1,402 0.02 1,397 0.04

Asset-backed securities 36 1.04
Commercial mortgage-backed securities 26 3.04
Foreign bonds ) 11 0.00
Corporates M 2.56

Total fair value

Modified duration 3.93
Equities

Total V

Investments with no duration reported
Total investments

() These securities are only included in the

MTA is a public benefit corporation established under t% ublic Authorities Law. MTA’s
Treasury Division is responsible for the investment managem e funds of the component units. The
investment activity cover rating and capitdl funds, including bond proceeds, and the activity is
resolutions \and the Béard-adopted investment guidelines (the

Act currently'permits the Related Entities to invest in the following
>

e obligations issued or guaranteed by certain Federal agencies;

e repurchase ments /fully collateralized by the obligations of the foregoing United States
Government and Federal agencies;

e certain certificates of deposit of banks or trust companies in the State;
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.
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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), 1204(19) (MTA New York City
Transit Authority) and 553(21) (MTA Bridges and Tunnels);

i1) Public Authorities Law Section 2925 Investment of funds by public authorities and
public benefit corporations; general provisions; and

1ii) State Finance Law Article 15 — EXCELSIOR LINKED DEPOSIT ACT.

MTA Investment Guidelines limit the dollar amount invested in bank
and obligations issued or guaranteed by certain Federal agencies to
on the purchase of obligations of the United States government,
interest of which are guaranteed by the State or the Uni
collateralized repurchase agreements are limited by dealer o, ba
than $300 with a bank or dealer rated in Tier 1 (i.e. $1 billion orsmore of capi

ances, commercial paper,
at cost. There are no dollar limits
r obligations the principal and
vernment. Investments in
A can invest no greater

FMTAC is created as a MTA subsidiary and is lic
New York State Department of Insurance. As such;
of its funds. The investment activity is governed by
investment guidelines. The minimum surplus to policyholders a
following investments:

as a captive direct insurer.and reinsurer by the
is res 1ble for the investment management
tes nd the FMTAC Board adopted
reserve instruments are invested in the

e obligations of the United States or
guaranteed as to principal and interest b

cy thereof pro
e United St:

such agency obligations are

e direct obligations of t or of any countysdistrict or mumClpahty thereof;

‘ 4
e any state, territo i any other governmental unit of the United States;
e certain bonds of a i trumentalitie‘s of any state, territory, possession or any other

governmental unit of the United States;

the obligations

[ )
Aivalent thereto)

e certain mortgage backe
assets.

1can institution which are rated investment grade or higher (or the
agency; and

in amounts no greater than five percent of FMTAC’s admitted
FMTAC may alsoinvest -reserve instruments in a broader range of investments including the
following general types,ofobligations:

e certain equities;
e certain mutual funds.

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

4. EMPLOYEE BENEFITS

Pensions — The MTA Related Groups sponsor and participate in several defined benefit pension plans for their
employees, the Long Island Railroad Company Plan for Additional Pensions (the “Additional Plan”), The
Manhattan and Bronx Surface Transit Operating Authority Pension Plan (the “MaBSTOA Plan”), the Metro-
North Commuter Railroad Company Cash Balance Plan (the “MNR Cash Balance Plan™), the Metropolitan
Transportation Authority Defined Benefit Plan (the “MTA Defined Benefit, Plan”), the New York City
Employees’ Retirement System (“NYCERS”), and the New York State a al Employees’ Retirement
System (“NYSLERS”). A brief description of each of these pension plan

Plan Descriptions

1. Additional Plan —

and survivor benefits to members and beneficiariés. dditional. Plan covers MTA Long Island Rail
Road employees hired effective July 1, 1971 and prior to ary. . The Additional Plan’s activities,
including establishing and amending contributions and benefits are administered by the Board of Managers

of Pensions. The Additional Plan is a rnmental plan and‘aceordingly, is not subject to the funding
and other requirements of the Employe itcment Income t
Additional Plan is a closed plan.

ity Act of 1974 (“ERISA”). The
The Board of Managers of Pensions is comprised of‘the Chairman of the MTA, MTA Chief Financial
Officer, MTA Director o elations and\thé agency head of each participating Employer or the
designee of a member of Managers, The Additional Plan for Additional Pensions may be

\

The pension plan has a separately i financial statement that is publicly available and contains required
descriptions lemental information regarding the employee benefit plan. The financial statements
may be obt r by writing to, Long Island Rail Road, Controller, 93-02 Sutphin

Boﬂrd —mail cod ew York 11435.
2. MaBSTOA Plan —

The MaBSTO an is a single-employer defined benefit governmental retirement plan administered by
MTA New York City Tra covering MaBSTOA employees, who are specifically excluded from
NYCERS. Effective January 1, 1999, in order to afford managerial and non-represented MaBSTOA
employees the same ion rights as like title employees in MTA New York City Transit Authority,
membership in the MaBSTOA Plan is optional.

The Additional Plan is a single-employer defined b t pension ﬁlan that provides retirqpent, disability

The Board of Administration, established in 1963, determines the eligibility of employees and
beneficiaries for retirement and death benefits. The MaBSTOA Plan assigns authority to the MaBSTOA
to modify, amend or restrict the MaBSTOA Plan or to discontinue it altogether, subject, however, to the
obligations under its collective bargaining agreements.

The pension plan issues a publicly available financial report that includes financial statements and required
supplementary information. This report may be obtained by writing to MaBSTOA Pension Plan, New
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York City Transit Authority, Operations Accounting, 2 Broadway, 10™ Floor, New York, New York,
10004 or at www.mta.info.

3. MNR Cash Balance Plan —

The MNR Cash Balance Plan is a single employer, defined benefit pension plan administered by MTA
Metro-North Railroad. The MNR Cash Balance Plan covers non-collectively bargained employees,
formerly employed by Conrail, who joined MTA Metro-North Railroad as management employees
between January 1 and June 30, 1983, and were still employed as of December 31, 1988. Effective January
1, 1989, these management employees became covered under the Metro-North Commuter Railroad
Defined Contribution Plan for Management Employees (the “Manag J’\lan”) and the MNR Cash
Balance Plan was closed to new participants. The assets of the Ma ment Plan were merged with the
Metropolitan Transportation Authority Defined Benefit Plan for esented Employees (now titled
as the Metropolitan Transportation Authority Defined Benefit as of the asset transfer date
of July 14, 1995. The MNR Cash Balance Plan is designed to“satisfy t licable requirements for
governmental plans under Section 401(a) and 501(a) ofhe Internal Reven de. Accordingly, the
MNR Cash Balance Plan is tax-exempt and is not subjeét to the provisions of ERISA.
4
The MTA Board of Trustees appoints a Board of Man f Peﬂnhconsisting of five individuals who
may, but need not, be officers or employees of the company. ‘Thé Board of Managers‘control and manage
the operation and administration of the MNR Cash BalancePlan’s activities, including establishing and
amending contributions and benefits.

Further information about the MNR Cash Plan is more fu cribed in the separately issued
financial statements that can be obtained by, writing to®MTA Metro-North Railroad Controller, 420
Lexington Avenue, New York, New York, 10170-3739.. TheSe statements are also available at
www.mta.info.

The MTA Defined Benefit Pension Plan,(the “MTA Plan” or the “Plan”) is a cost sharing, multiple-
efit pension plan-“The Plan covers certain MTA Long Island Railroad non-

ired a ecember 31, 1987, MTA Metro-North Railroad non-represented
er, MTA Long Island Bus hired prior to January 23, 1983, MTA
nted employees hired after December 31, 1987, certain MTA
ployees, MTA Staten Island Railway represented and non-
represented employees and certain employees of the MTA Bus Company (“MTA Bus”). The MTA, MTA
Long Island Ra d, MTA ro-North Railroad, MTA Staten Island Railway and MTA Bus contribute
to the MTA Plan, which offers distinct retirement, disability retirement, and death benefit programs for
their covered employees and beneficiaries.

represented emp
employees, certain em;
Police, MTA Long Islan

Metro-North, Railroad rep

The MTA Defined Beénefit Plan is administered by the Board of Managers of Pensions. The MTA Plan,
including benefits and contributions, may be amended by action of the MTA Board.

The pension plan issues a publicly available financial report that includes financial statements and required

supplementary information. This report may be obtained by writing to the MTA Comptroller, 2 Broadway,
16th Floor, New York, New York, 10004 or at www.mta.info.
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5. NYCERS —

NYCERS is a cost-sharing, multiple-employer retirement system for employees of The City of New York
(“The City”) and certain other governmental units whose employees are not otherwise members of The
City’s four other pension systems. NYCERS administers the New York City Employees Retirement
System qualified pension plan.

NYCERS was established by an act of the Legislature of the State of New York under Chapter 427 of the
Laws of 1920. NYCERS functions in accordance with the governing statutes contained in the New York
State Retirement and Social Security Law (“RSSL”), and the Administrative Code of the City of New
York (“ACNY”), which are the basis by which benefit terms and e and member contribution
requirements are established and amended. The head of the retireme stem is the Board of Trustees.

NYCERS issues a publicly available comprehensive annual
writing to the New York City Employees’ Retirement System,at et, Suite 2300, Brooklyn,
NY 11201-3724 or at www.nycers.org.

All employees of the Related Group holding perm ivil service posmons in the compétitive or labor
class are required to become members of NYCE their date of appeintment, but may
voluntarily elect to join NYCERS prior to their mandate h1p ate. All otheT eligible employees

have the optlon of joining NYCERS upon appointment or nyt e thereafter. NYCERS members are
assigned to a “tier” depending on the dat heir membership. ‘

July 1, 1973

Tier 1 All members who joine

Tier 2 All members who joined on‘or after July 1, 1973 and before July 27, 1976.

L 4
Tier 3 bers who joinid on or after July 27, 1976 and prior to April 1, 2012.
Tier 4 1S ( ertain member exceptions) who joined on or after July 27, 1976

but priorto April 1,2012: Members who joined on or after July 27, 1976 but prior to
mber 83 retain all'rights and benefits of Tier 3 membership.

TieA Mem! ho jo
6. NYSLER\

NYSLERS is a cost-sharing, multiple-employer defined benefit retirement system. The New York State
Comptroller’s Office inisters the NYSLERS. The net position of NYSLERS is held in the New York
State Common Retire% Fund (the “Fund”), which was established to hold all assets and record changes
in fiduciary net position allocated to the plan. The Comptroller of the State of New York serves as the
trustee of the Fund and is the administrative head of NYSLERS. NYSLERS’ benefits are established
under the provisions of the New York State RSSL. Once a public employer elects to participate in
NYSLERS, the election is irrevocable. The New York State Constitution provides that pension
membership is a contractual relationship and plan benefits cannot be diminished or impaired. Benefits can
be changed for future members only by enactment of a State statute.

or after April 1, 2012.
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NYSLERS is included in New York State’s financial report as a pension trust fund. This report may be
found at www.osc.state.ny.us/retire/publications/index.php or obtained by writing to the New York State
and Local Retirement System, 110 State Street, Albany, NY 12244,

Pension legislation enacted in 1973, 1976, 1983, 2009 and 2012 established distinct classes of tier

membership.

Tier 1 All members who joined prior to July 1, 1973.

Tier 2 All members who joined on or after July 1, 1973 and béfore July 27, 1976.

Tier 3 Generally, certain members who joined on or aff 27, 1976 but before January 1,
2010 and all other members who joined on or 7, 1976, but before September
1, 1983.

Tier 4 Generally, members (with certai embet exceptions) joined on or after
September 1, 1983, but before January 1, 2010. /

Tier 5 Members who joined on or after Jan , 2010, but before April/1, 2012.

Tier 6 Members who joinedien or after April 1, 201

Benefits Provided

1. Additional Plan — =

Pension Benefits — A ho retires under the Additional Plan, either: (a) after completing at
least 20 years of credi ) after both %}ining age 65 while in service and completing at least
five years of credited s case of those who*were active employees on January 1, 1988, after
completing at least 10 years of.cre ervice, is entitled to an annual retirement benefit, payable monthly

Th
Rail Road,
agreements.

bject to the o

The Additional has beth contributory and non-contributory requirements, with retirement ages
varying from 50 to 65 depending upon a participant’s length of credited service. Pension benefits payable
to age 65, where elig’, are calculated as 2% of the employee’s applicable final average earnings for
each year of qualifying service up to 25 years plus 1.5% of applicable final average earnings for each year
of qualifying service in excess of 25 years. For pension benefits payable at and after age 65, regardless of
whether benefits commenced before or after the employee attained age 65, benefits are calculated in the
same manner as pension benefits payable prior to age 65 except that the amount so determined is reduced
by a percentage of the employee’s annuity (not including any supplemental annuity) value at age 65 under
the Federal Railroad Retirement Act.

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, are required to contribute 3% of their wages. The
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MTA Long Island Railroad contributes additional amounts based on actuarially determined amounts that
are designed to accumulate sufficient assets to pay benefits when due.

The Additional Plan also provides death and disability benefits. Participants who become disabled after
accumulating 10 years of credited service and who meet the requirements as described in the Additional
Plan 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 full amount of benefit
under the Federal Railroad Retirement Act. Survivorship benefits are paid to the participant’s spouse
when a survivorship option is elected or when an active participant has not divested his or her spouse of
benefits. The survivorship benefit is payable at the time of death or when, the vested participant would
have attained an eligible age. The amount payable is in the form of an 1ty A lump sum death benefit
no greater than five thousand dollars is payable upon death on behalfof a nonvested participant or vested
participant whose pension rights were waived.

Retirement benefits establishment and changes for representati
and must be ratified by the respective union and the MTAwBoard. For presented employees,

amendments must be approved by the MTA Board.
A /

cident, and disability benefits. The benefits
ts provided to MTA New York City
ars of credited service, depending

2. MaBSTOA Plan —

The MaBSTOA Plan provides retirement as well as death,
provided by the MaBSTOA Plan are ge ly similar to the be
Transit participants in NYCERS. Benefits either 5, 10, 0
on the date of membership.

In 2008, NYCERS had determined that Tier 4 employees are;nd have been eligible for a post retirement
death benefit retroactive t June 2012, the MTA Board approved an amendment to the MaBSTOA
Plan to provide for inc is benefit.

service'before March
ser after June 30, 19
member’s cempensation,
the accumul reaches 509 e percentage for each further year of service reverts back to 1.5%. The
percentage in s of 50% is multiplied by the final compensation, which is the highest average earnings
over five consecutive, years.

Ordinary Disability its — Generally, ordinary disability benefits, are provided to eligible Tier 1
members after ten years of service with the benefit equal to the greater of the service retirement percentages
or 25% multiplied by final compensation.

Accidental Disability Benefits — The accidental disability benefit to eligible Tier 1 members is equal to
75% of final compensation reduced by 100% of any worker’s compensation payments.

Ordinary Death Benefits — For Tier 1 members the amount of the death benefit is a lump sum equal to
six months’ pay for members with less than 10 years of service; a lump sum equal to a 12 months of pay
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for members with more than 10 but less than 20 years of service, and a lump sum equal to two times 12
months of pay for members with more than 20 years of service.

Tier 2 —

Eligibility and Benefit Calculation: Tier 2 members must be at least age 55 with the completion of 25
years of service to be eligible to collect a service retirement benefit. Generally, the benefit equals 50% of
final 3-year average compensation, defined as the highest average earnings over three consecutive years,
plus 1% of final 5-year average compensation, defined as the highest average earnings over five
consecutive years, per year of credited service in excess of 20 years. For early retirement, members must
be at least age 50 with the completion of at least 20 years of service. Th t is determined in the same
manner as the service retirement but not greater than 2.0% of final 3-year average compensation per year
of service.

Ordinary Disability Benefits — Generally, ordinary disability
members after ten years of service with the benefit equal tothe greatér of the se
or 25% multiplied by the final 5- year average compe on.

ovided to eligible Tier 2
retirement percentages

4
Accidental Disability Benefits — The accidental benefit to. eligible Tier 2 members is equal to
75% of the final 5-year average compensation reduced b worker’s-.compensation payments.

Ordinary Death Benefits—Tier 2 memb
sum equal to 3 times salary, raised to the

equire the completionof 90 days of service to receive a lump
tiple of $1,000 S.

Tiers 3, 4—

.

P

Eligibility and Benefit C
age 62 with the completi
Generally, the benefi

. Tier 3 and 4 miembers in the Regular 62 and 5 Plan must be at least
5 years of service to be eligible to collect a service retirement benefit.
ith at least 2Q\years of service, is equal to 2.0% of Final Average
Compensation (“FAC”) years of servicesplus 1.5% of FAC for years of service in excess of
30. FAC is defined as the highes ge earnings over three consecutive years, of which earnings in a
year cannot 0% of'the average of the two preceding years. If the member completes less than
20 years of ice, th fit equals I- 2/3% of FAC multiplied by years of service. For early
retirenaént, members
eq e service retirem d by 6% for each of the first two years prior to age 62, and by
3% for years prior to age 6

Tier 3 and 4
years of service, or be at least age 62 with the completion of at least 5 years of service, to be eligible to
collect a service retirement'benefit. Generally, the benefit for members with at least 25 years of service,
is equal to 2.0% of F or the first 30 years of service plus 1.5% of FAC for years of service in excess
of 30. Ifthe member'’completes less than 25 years of credited service, the benefit equals 1- 2/3% of FAC
multiplied by years of service.

Tier 4 members in the 57/5 Plan must be at least age 57 with the completion of at least 5 years of service
to be eligible to collect a service retirement benefit. Generally, the benefit for members with at least 20
years of service, is equal to 2.0% of FAC for the first 30 years of service plus 1.5% of FAC for years of
service in excess of 30.  If the member completes less than 20 years of credited service, the benefit equals
1- 2/3% of FAC multiplied by years of service.
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Ordinary and Accidental Disability Benefits—For eligible members of the Regular 62/5 Plan, 57/25Plan
and 57/5 Plan, ordinary and accidental disability benefits, are provided after 10 years of service for
ordinary and no service required for accidental disability benefit. The benefit equals the greater of 1-2/3%
of FAC per year of service and 1/3 of FAC.

Ordinary Death Benefits— For eligible members of the Regular 62/5 Plan, 55/25 Plan, 57/5 Plan, the pre-
retirement ordinary death benefit is equal to a lump sum of annual salary times the lesser of completed
years of service and 3. After age 60, the benefit is reduced 5% per year, to a maximum reduction of 50%.
Accumulated regular member contributions with interest and one-half of accumulated additional member
contributions with interest are also payable. Upon retirement, the post-retirement benefit is reduced by
50% and reduced an additional 25% after completion of one year of retitement. After completion of two
years of retirement, the benefit equals 10% of the pre-retirement benefit in force at age 60.

Tier 6—

Eligibility and Benefit Calculation: Tier 6 members in thed5/25.Special Plan be at least age 55 with
the completion of at least 25 years, or at least age 63 with the completion of at least 10 years of service, to
be eligible to collect a service retirement benefit. G ly, the b;eﬁt for members with.at least 25 years

of service, is equal to 2.0% of Final Average Sala ) for the first 30 years of service plus 1.5% of
FAS for years of service in excess of 30.  If the member pletes less than 20 year§ of credited service,
the benefit equals 1- 2/3% of FAS multiplied by years of service. FAS is defined as the highest average
pensionable compensation over five con ive years.

Tier 6 members in the Basic 63/10 Plan mu east age 63 with mpletion of at least 10 years to
be eligible to collect a service retirement benefit. Generallysthe benefit for members with at least 20 years
of service, is equal to 35% of FAS plus 2.0% of FASAor years of sefvice in excess of 20.  If the member
completes less than 20 ye ited service, the benefit equals 1- 2/3% of FAS multiplied by years of
service. FAS is define average pensionable earnings over five consecutive years. For early
retirement, members ge 55 with the eompletion of at least 10 years of service. The benefit
equals the service retire educed by 6.5% for each year early retirement precedes age 63.

Ordinary an idental Disability Benefits — For eligible members of the 55/25 Special Plan and the
Basic 63/40Plan, tal disability benefits, are provided after 10 years of credited service
for ordinary disability o service requirement for accidental disability benefit. The benefit
eq‘he greater of 1-2/

Ordinary D Benefits — eligible members of the 55/25 Special Plan and the Basic 63/10 Plan, the
pre-retirement ordinary death benefit is equal to a lump sum of annual salary times the lesser of completed
years of service and 3. Aftersage 60, the benefit is reduced 5% per year, to a maximum reduction of 50%.
Accumulated regular member contributions with interest and one-half of accumulated additional member
contributions with inift are also payable. Upon retirement, the post-retirement benefit is reduced by
50% and reduced an additional 25% after completion of one year of retirement. After completion of two
years of retirement, the benefit equals 10% of the pre-retirement benefit in force at age 60.

3. MNR Cash Balance Plan —

Pension Benefits— Participants of the MNR Cash Balance Plan are vested in their benefit upon the earlier
of (a) the completion of 5 years of service with MTA Metro-North Railroad or (b) the attainment of age
62. The accrued benefit is a participant’s Initial Account Balance increased each month by the benefit
escalator. The benefit escalator is defined as the Pension Benefit Guaranty Corporation (“PBGC”)
immediate annuity rate in effect for December of the year preceding the year for which the determination
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is being made) divided by 180. The accrued benefit is paid as an escalating annuity. Vested participants
are entitled to receive pension benefits commencing at age sixty-five. Participants may elect to receive
the value of their accumulated plan benefits as a lump-sum distribution upon retirement or they may elect
a monthly life annuity. Participants may elect to receive their pension in the form of a joint and survivor
annuity.

Participants of the MNR Cash Balance Plan are eligible for early retirement benefits upon termination of
employment, the attainment of age 62, or age 60 and completion of 15 years of service, or age 55 and the
completion of 30 years of service. The early retirement benefits paid is the normal retirement pension
deferred to age 65 or an immediate pension equal to the life annuity actuarial equivalent of a participant’s
escalating annuity at normal retirement date indexed by the Initial Bene calator from early retirement
date to normal retirement date and reduced by 5/9 of 1% for each m retirement precedes age 65 up to
60 months and 5/18 of 1% for each month after 60 months.

For members with cash balances who are currently members of t Transportation Authority
Defined Benefit Pension Plan, an additional benefit is providediequal to the a t needed to bring their
total benefits (i.c., Railroad Retirement Tier I and II efits, Conrail Plan benefits, Cash Balance Plan
benefits, and MTA Defined Benefit Pension Plan b s) up to‘aminimum of 65% of.thé€ir 3-year final
average pay under the MTA Defined Benefit Plan: In MAdditional Benefit exceed 2% of

ice*prior to July 15 1983. This benefit

regular cash balance benefit. This additi
or 50% contingent annuity

have received had th
preceding his death, eath benefits paid for a participant’s death before 55 is equal to the
amount the spouse woul d had the participant survived to age 55 and retired under the normal
form of payment on that date: The benefit.is based/on service to the participant’s date of death and is
payable begi he date the participant would have attained age 55.

In lieufof the above be

a si lump sum payme
is entitled toreceive the part
sum payment.

spouse can elect to receive the participant’s account balance in
f the participant was not married, the participant’s beneficiary
count Balance as of the participant’s date of death in a single lump

4. MTA Defined Benefit Plan —

Pension Benefits — ement benefits are paid from the Plan to covered MTA Metro-North Railroad,
MTA Staten Island Railway and post - 1987 MTA Long Island Rail Road employees as service retirement
allowances or early retirement allowances. A participant is eligible for a service retirement allowance upon
termination if the participant satisfied both age and service requirement. A participant is eligible for a
service retirement allowance upon termination if the participant satisfied both age and service
requirements. A participant is eligible for an early retirement allowance upon termination if the participant
has attained age 55 and completed at least 10 years of credited service. Terminated participants with 5 or
more years of credited service are eligible for a deferred vested benefit. Deferred vested benefits are
payable on an unreduced basis on the first day of the month following the participant’s 62nd birthday.
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Certain represented employees of the MTA Long Island Rail Road and the MTA Metro-North Railroad
continue to make contributions to the Plan for 15 years. Certain represented employees of the MTA Long
Island Rail Road and the MTA Metro-North Railroad are eligible for an early retirement allowance upon
termination if the participant has attained age 60 and completed at least 5 years of credited service, or has
attained age 55 and completed at least 30 years of credited service. The early retirement allowance is
reduced one-quarter of 1% per month for each full month that retirement predates age 60 for certain
represented employees of the MTA Long Island Rail Road and the MTA Metro-North Railroad.

Effective in 2007, members and certain former members who become (or became) employed by another
MTA agency which does not participate in the Plan continue to accrue seryice credit based on such other
employment. Upon retirement, the member’s vested retirement benefit fi ¢ Plan will be calculated on
the final average salary of the subsequent MTA agency, if higher. reover, the Plan benefit will be
reduced by the benefit, if any, payable by the other plan based o TA agency employment. Such

service or attainment of age 62. Terminated particip ith five‘years of credited police service, who are
not eligible for retirement, are eligible for a defe t. DeN/ested benefits are payable on the
first of the month following the participant’s attainment

Retirement benefits paid from the Plan
retirement allowances or early retireme
employees at Baisley Park, Eastchester,
represented employees at College Point Dep
retirement allowance upon termination if the patticipant has-attained age sixty-five and completed at least
five years of credited servi if the participant.has attained age 57 and completed at least 20 years of
credited service. A parti rior to June 2009 from Baisley Park, College Point, and La Guardia
Depots is eligible for ent allowance\if the participant has attained age 55 and completed
20 years of credited se ted participants with five or more years of credited service who are
not eligible to receive a service ement allowance or early retirement allowance are eligible for a
deferred ves it. Deferred vested benefits are payable on an unreduced basis on or after the

At ley Park, Far Roc uardia and Spring Creek Depots, a participant who is a non-
representediemployee is eli arly retirement allowance upon termination if the participant has
attained age 15 years of service. Terminated participants with five or more years of
credited servi ligible to receive a service retirement allowance or early retirement
allowance are eligible for a deferred vested benefit. Deferred vested benefits are payable on an unreduced
basis on or after the'patticipant attains age 62.

The MTA Bus retire% programs covering represented and non-represented employees at Eastchester
and Yonkers and covering the represented employees at Baisley Park, College Point, Far Rockaway, JFK,
La Guardia and Spring Creek are fixed dollar plans, i.e., the benefits are a product of credited service and
a specific dollar amount.

The retirement benefits for certain non-represented employees at Baisley Park, Far Rockaway, JFK, La

Guardia and Spring Creek are based on final average salary. Certain participants may elect to receive the
retirement benefit as a single life annuity or in the form of an unreduced 75% joint and survivor benefit.
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Pre-1988 MTA Long Island Rail Road participants are eligible for a service retirement allowance upon
termination if the participants has either: (a) attained age sixty-five and completed at least five years of
credited service, or if an employee on January 1, 1988 completed at least 10 years of credited service, or
(b) attained age fifty and has completed at least 20 years of credited service. Terminated participants who
were not employees on January 1, 1988 with five or more years of credited service are eligible for a
deferred vested benefit. Pension benefits payable to age 65, where eligible, are calculated as 2% of the
employee’s applicable final average earnings for each year of qualifying service up to 25 years plus 1.5%
of applicable final average earning of each year of qualifying service in excess of 25 years. For pension
benefits payable at and after age 65 regardless of whether benefits commenced before or after the employee
attained age 65, benefits are calculated in the same manner as pension benefits payable prior to age 65
except that the amount so determined is reduced by a percentage of the yee’s annuity (not including
supplemental annuity) value at age 65 under the Federal Railroad Retirément Act. The reduction of pension
benefits for amounts payable under the Federal Railroad Retirem is 50%.

Death and Disability Benefits — In addition to service retitement benefi
eligible to receive disability retirement allowances and death benefits. Partici who become disabled
may be eligible to receive disability retirement allowa after 10 years of covered MTA Bus service; 10
years of credited service for covered MTA Metr h Railfead and MTA Long Island Rail Road
management and represented employees, covere aten Island Railway employees and covered
MTA police participants.

icipants of the Plan are

The disability retirement allowance for red MTA Metro-No
Road management and represented covere taten Island R
the participant’s credited service and final aver alary (“FAS™) b ess than %5 of FAS. Under the
MTA 20 Year Police Retirement Program, a disabled participant may be eligible for one of three forms of
disability retirement: (a) ordinary disability which is payable ifsasparticipant has ten years of credited
Police service and is calc sed on the participant’s credited Police service and FAS but not less
than 5 of FAS; (b) pe uty, which is payable if a participant is disabled in the performance
of duty and is %2 of E dental disability, which is payable if a participant is disabled as the
result of an on-the-job a ry and is % of EAS subject to an offset of Workers” Compensation
benefits. Pursuant to the MTA, Bus programs, the disability benefit is the same as the service retirement
benefit.

Railroad and MTA Long Island Rail
loyees is calculated based on

Pre -1988 MTA Long i articipants who become disabled after accumulating 10 years of
cre service and who ments as described in the Plan may be eligible to receive a
disability. benefit. Disabili i enefits are based on the participant’s qualified service and a
percentage 0 pensation reduced by the full amount of the disability benefit under the

Federal Railro i ct. Survivorship benefits for pre-1988 MTA Long Island Rail Road
participants are paidito the spouse when a survivorship option is elected or when an active participant has
not divested their spouse of benefits.

The survivorship ben!is payable at the time of death or when the vested participant would have attained
an eligible age. The amount payable is in the form of an annuity. A lump sum death benefit no greater than
$5,000 (whole dollars) is payable upon death on behalf of a non-vested participant or vested participant
whose pension rights were waived.

Death benefits are paid to the participant’s beneficiary in the event of the death of a covered MTA Metro-
North Railroad, post-1987 MTA Long Island Rail Road or MTA Staten Island Railway employee after
completion of one year of credited service. The death benefit payable is calculated based on a multiple of
a participant’s salary based on years of credited service up to three years and is reduced beginning at age
61. There is also a post-retirement death benefit which, in the 1st year of retirement, is equal to 50% of the
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pre-retirement death benefit amount, whichever is greater, 25% the 2nd year and 10% of the death benefit
payable at age 60 for the 3rd and later years. For the Police 20 Year Retirement Program, the death benefit
is payable after ninety days of credited MTA Police service, and is equal to three times their salary. For
non-Police groups, this death benefit is payable in a lump sum distribution while for Police, the member
or the beneficiary can elect to have it paid as an annuity. The MTA Police do not have a post retirement
benefit.

In the MSBA Employees’ Pension Plan, there are special spousal benefits payable upon the death of a
participant who is eligible for an early retirement benefit, or a normal service retirement benefit, or who
is a vested participant or vested former participant. To be eligible, the spouse and participant must have
been married at least one year at the time of death. Where the participa ligible for an early service
retirement benefit or was a vested participant or former part1c1pant enefit is a pension equal to 40%
of the benefit payable to the participant as if the participant re the date of death. Where the
participant was eligible for a normal service retirement benefi spouse can elect either the
benefit payable as a pension, as described in the prior sentenc m payment based on an
actuarially determined pension reserve. If there is no eligible“spouse for thi sion reserve benefit, a
benefit is payable to the participant’s beneficiary or es

7
Moreover, an accidental death benefit is payable“for eath Mﬁicipant who'is'a covered MTA
Metro-North Railroad or post-1987 MTA Long Island Rail Read ee, a covered MTA Staten Island
Railway employee or a covered MTA Police member and dies\as the result of an on-the-job accidental
injury. This death benefit is paid as a penSion equal to 50% of the participant’s salary and is payable to the
spouse for life, or, if none, to children un ighteen (or twe ree, if a student), or if none, to a
dependent parent.

For MTA Bus employees, there is varied death benefit coveragesunder the Plan. For all represented and
non-represented MTA B ces at Eastchester and Yonkers Depots and represented MTA Bus
oint, Far Rockaway, JFK; La Guardia and Spring Creek Depots, if a
for a retirement benefit, the participant’s beneficiary may elect to

Moreover, t es of the above employees who are vested are entitled to a presumed retlrement
survivor ann

is deterimined and on
participants are eligible i or payment of retirement benefits.

In addition, spouse of a non-represented MTA Bus employee at Spring Creek, JFK, La Guardia,
Baisley Park and Far Rockaway, if such employee is age 55 and has 15 years of service and is a terminated
member with a vested benefit'which is not yet payable, may elect the presumed retirement survivor annuity
or 1/2 the participant’$iaccrited benefit paid monthly and terminating on the 60 payment or the spouse’s
death. The spouse of n-represented MTA Bus employee at Yonkers Depot may also receive a pre-
retirement survivor arx‘;y from the supplemental plan. If there is no such spouse, the actuarial equivalent
of such annuity is payable.

Dependent children of MTA Bus employees are also entitled to an annuity based on the spouse’s pre-
retirement survivor annuity (1/2 of the spouse’s annuity is payable to each child, but no more than 100%
of the spouse’s annuity is payable). In addition, the dependent children of retirees who were MTA Bus
employees at these Depots are entitled to an annuity based on the presumed retirement survivor’s annuity
(25% of the spouse’s annuity; but no more than 50% of the spouse’s annuity is payable).
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Retirement benefits establishment and changes for represented employees are collectively bargained and
must be ratified by the respective union and the MTA Board. For nonrepresented employees, retirement
benefits establishment and changes are presented to the MTA Board and must be accepted and approved
by the MTA Board.

5. NYCERS —
NYCERS provides three main types of retirement benefits: Service Retirements, Ordinary Disability

Retirements (non-job-related disabilities) and Accident Disability Retirements (job-related disabilities) to
participants generally based on salary, length of service, and member Tiers.

The Service Retirement benefits provided to Tier 1 participants fall i
level of benefits provided and the years of service required. Thre

four categories according to the
four categories provide annual
dditional benefits equal to a
. The fourth category has
no minimum service requirement and instead provides an.dnnual bénefit for ear of service equal to

o
he eligibility for retirement and the salary
base for benefits are different and there is a limitation on um:benefit.

their Tier 3 rights. The benefits for
rity benefit attributable to service,
nefits of not more than 3.0%.

Tier 4, but could retai
primary Social
escalator in pen

Tier 3 participants were later mandated 1
Tier 3 participants are reduced by one ha
and provides for an automatic annual cost-

Tier 4 participants upon satisfying applicable eligibility reqﬁirements may be mandated or elected, as
applicable, into the Basic tirement Plan, the’57/5 Plan, the 55/25 Plan, the Transit 55/25 Plan, the
MTA Triborough Brid el Authority '50/20 Plan, and the Automotive Member 25/50 Plan.
These plans provide f 40% to 50% of final salary after 20 or 25 years of service, with
additional benefits’equ ed percentage petrgyear of service (currently 1.5% to 2%) of final
salary.

4

Chapter 18 ted Tier 6. These changes increase the retirement age to 63, require
membet contribution ervice, institute progressive member contributions, and lengthen
thcﬁ average salary p

NYCERS alse provides a
beneficiaries, h benefits;
conditions, membets genera

service.

6. NYSLERS — ,

NYSLERS provides retirement benefits as well as death and disability benefits. Members who joined
prior to January 1,2010 need 5 years of service to be fully vested. Members who joined on or after January
1, 2010 need 10 years of service.

ost-of-Living Adjustments (“COLA”) for certain retirees and
d certain retirees also receive supplemental benefits. Subject to certain
become fully vested as to benefits upon the completion of 5 years of

Tiersland 2 —

Eligibility: Tier 1 members generally must be at least age 55 to be eligible for a retirement benefit. There
is no minimum service requirement for Tier 1 members. Generally, Tier 2 members must have 5 years of
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service and be at least age 55 for a retirement benefit. The age at which full benefits may be collected for
Tier 1 is 55, and the full benefit age for Tier 2 is 62.

Benefit Calculation: Generally, the benefit is 1.67% of final average salary for each year of service if the
member retires with less than 20 years. If the member retires with 20 or more years of service, the benefit
is 2 percent of final average salary for each year of service. Tier 2 members with five or more years of
service can retire as early as age 55 with reduced benefits. Tier 2 members age 55 or older with 30 or
more years of service can retire with no reduction in benefits. As a result of Article 19 of the RSSL, Tier
1 and Tier 2 members who worked continuously from April 1, 1999 through October 1, 2000 received an
additional month of service credit for each year of credited service they have at retirement, up to a
maximum of 24 additional months. Final average salary is the averag wages earned in the three
highest consecutive years. For Tier 1 members who joined on or a une 17, 1971, each year of final
average salary is limited to no more than 20 percent of the averag revious two years.

Tiers 3,4, and 5 —

Eligibility: Most Tier 3 and 4 members must have 5 y
for a retirement benefit. Tier 5 members, must have
to collect a retirement benefit. The full benefit agé fo

of service and be at tage 55 to be eligible

ars of se;ice and be at leastage 55 to be eligible

3,4 51is 62.

Benefit Calculation: Generally, the benefit is 1.67% of final'average salary for each year of service if the
member retires with less than 20 years. member retires with between 20 and 30 years of service, the
benefit is 2 percent of final average salary year of service: member retires with more than 30
years of service, an additional benefit of 1. al average sala plied for each year of service
over 30 years. Tier 3 and 4 members with or more years of service and Tier 5 members with 10 or
more years of service can retire as early as age 85 withreducedbenefits. Tier 3 and 4 members age 55 or
older with 30 or more yea ice can retire'with no reduction in benefits. Final average salary is the
ee highest consecutive years. For Tier 3, 4 and 5 members, each year
of final average sala imi more than 110% of the average of the previous two years.

Tier 6 — /

Eligibility: i rs must have 10 years of service and be at least age 55 to be eligible
to gt a retiremen enefit age for Tier 6 is 63.

Benefit'Calculation: Gener it is 1.67% of final average salary for each year of service if the

member retires with less tha years. If a member retires with 20 years of service, the benefit is 1.75%
of final avera lary for each year of service. If member retires with more than 20 years of service, an
additional benefit of 2% of final average salary is applied for each year of service over 20 years. Tier 6
members with 10 ormore yéars of service can retire as early as age 55 with reduced benefits. Final average
salary is the average wages earned in the five highest consecutive years. For Tier 6 members, each
year of final average % is limited to no more than 110% of the average of the previous four years.

Ordinary Disability Benefits — Generally, ordinary disability benefits, usually one-third of salary, are
provided to eligible members after ten years of service; in some cases, they are provided after five years
of service.

Accidental Disability Benefits — For all eligible Tier 1 and Tier 2 members, the accidental disability
benefit is a pension of 75 percent of final average salary, with an offset for any Workers’ Compensation
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benefits received. The benefit for eligible Tier 3, 4, 5 and 6 members is the ordinary disability benefit with
the years-of-service eligibility requirement dropped.

Ordinary Death Benefits — Death benefits are payable upon the death, before retirement, of a member
who meets eligibility requirements as set forth by law. The first $50,000 (whole dollars) of an ordinary
death benefit is paid in the form of group term life insurance. The benefit is generally three times the
member’s annual salary. For most members, there is also a reduced post-retirement ordinary death benefit
available.

Post-Retirement Benefit Increases—A cost-of-living adjustment is provided annually to: (i) all pensioners
who have attained age 62 and have been retired for five years; (ii) all pe who have attained age 55
and have been retired for ten years; (iii) all disability pensioners, regardless of age, who have been retired
for five years; (iv) recipients of an accidental death benefit, rega age, who have been receiving
a lifetime benefit under an
option elected by the retiree at retirement. An eligible spouse i e-half the cost-of-living
ave met the eligibility
criteria. This cost-of-living adjustment is a percentagé of the annual retirement benefit of the eligible
member as computed on a base benefit amount exceed$18,000 (whole dellass)”of the annual
retirement benefit. The cost-of-living percentage perc f the annual Consumer Price Index
as published by the U.S. Bureau of Labor, but cannot be than'1 percent or exceed 3 percent.

ary 1, 2014,» of the most recent actuarial
ension plans,are as follows:

1,2016 January 1, 2015

Membership

As of January 1, 2016, January 1, 2015
valuations, membership data for the followin

Membership at:

ash \ MTA Defined
Bal Plan Addk()nal Plan MaBSTOA Plan Benefit Plan TOTAL
Active Plan Members 7 282 8,122 17,156 25,567
Retirees and beneficiaries 4
receiving beng 27 5,985 5,394 11,382 22,788
Vested fornterly active
not yetdreceiving benefits 53 1,054 1417 2,538
Tot: 6,320 14,570 29,955 50,893
Membershipa January 1, 2014
NR Cash | ditional Plan  MaBSTOA Plan 1A Defined TOTAL
alance Plan Benefit Plan
Active Plan Members 15 321 7,739 16,688 24,763
Retirees and beneficiaries
receiving benefits 26 6,089 5,168 11,038 22,321
Vested formerly active members
not yet receiving benefits 19 67 1,104 1422 2,612
Total 60 6477 14,011 29,148 49,696
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Contributions and Funding Policy
1. Additional Plan —

Employer contributions are actuarially determined on an annual basis and are recognized when due. The
Additional Plan is a defined benefit plan administered by the Board of Pension Managers and is a
governmental plan and accordingly, is not subject to the funding and other requirements of ERISA.

Upon termination of employment before retirement, vested participants who have been required to
contribute must choose to: (1) receive a refund of their own contributions, including accumulated interest
at rates established by the MTA Long Island Railroad’s Board of Mana ensions (1.5% in 2014 and
2013), or (2) leave their contributions in the Additional Plan until theéy retire and become entitled to the
pension benefits. Non-vested participants who have been require tribute will receive a refund of
their own contributions, including accumulated interest at ra
Railroad’s Board of Managers of Pensions (1.5% in 2015 and 2

Funding for the Additional Plan by the MTA Long Is
the required funds from New York State, federal gr
Certain funding by MTA is made to the MTA“Lo
continuance of the MTA Long Island Railroad’s fundi
continue to be, dependent upon the receipt of adequate fun

he sale 6f bonds to the public an?other sources.
oad on a discretionary basis. The
1t10nal Plan‘has been, and will

2. MaBSTOA Plan —

The contribution requirements of MaBSTOA Plan membets,are established and may be amended only by
the MaBSTOA Board in accordance with Article 10.01 of the:MaBSTOA Plan. MaBSTOA’s funding
policy for periodic empl tributions is todprovide for)actuarially determined amounts that are
designed to accumulat ets to pay benefits when due. It is MaBSTOA’s policy to fund, at a
minimum, the curren pension cost'plus amortization of the unfunded actuarial accrued
liability. ‘

4
The MaBST ion Planincludes the following plans, including the 2000 amendments which are all

(ii.)
(iii.)
(iv.)
(v.) Tier 6 -'55 and 25 Special Plan
(vi.) Tier 6 - Basic 63.and 10 Plan

For employees, the ]\MTOA Plan has both contributory and noncontributory requirements depending
on the date of entry into service. Employees entering qualifying service on or before July 26, 1976, are
noncontributing (Tiers 1 and 2). Certain employees entering qualifying service on or after July 27, 1976,
are required to contribute 3% of their salary (Tiers 3 and 4).
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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 are subject to the provisions of Tier 6. The highlights
of Tier 6 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.

» The retirement age increases to 63 and includes early retirement penalties, which reduce pension
allowances by 6.5 percent for each year of retirement prior to age 63.

* Vesting after 10 years of credited service; increased from 5 year: dited service under Tier 3

and Tier 4.

excluding Transit Operating
d 2% starting in the 21st
Average Salary under

* Adjustments of the Pension Multiplier for calculating pe
Employees): the multiplier will be 1.75% for the first 20,ye
year; for an employee who works 30 years, their pension will be 55% o

Tier 4, instead of 60% percent under Tier 4.
: the l:%Mtation changed from an average of
ionable overtime will be capped at $15,000

6% of the wag
fservice until d

* Adjustments to the Final Average Salary Calcu
the final 3 years to an average of the final 5 years.
dollars per year plus an inflation factor.

ed, during the period of buyback,
payment.

* Pension buyback in Tier 6 will be at
plus 5% compounded annually from t
Pursuant to Section 7.03 of the MaBSTOA Planj active plan meémbets are permitted to borrow up to 75%
of their contributions wi t. Their totaldcontributions and interest remain intact and interest
continues to accrue o ce. The participant’s accumulated contribution account is used as
collateral against thed

e fu

3. MNR Cash Balance Plan - 4

Funding for
corporation that receiv
D ent of Transport
Railroad‘oma discretionary
and will continue to be, depe

Plan is provided by MTA Metro-North Railroad, a public benefit
operations and capital needs from the MTA and the Connecticut
. Certain funding by MTA is made to the MTA Metro-North
ontinuance of funding for the MNR Cash Balance Plan has been,
nt upon the receipt of adequate funds.

MTA Metro-North ‘Railroad’s funding policy with respect to the MNR Cash Balance Plan was to
contribute the full amount®©f the pension benefit obligation (“PBO”) of approximately $2,977 to the trust
fund in 1989. As participants retire, the Trustee has made distributions from the MNR Cash Balance Plan.
MTA Metro-North Railroad anticipated that no further contributions would be made to the MNR Cash
Balance Plan. However, due to changes in actuarial assumptions and market performance, additional
contributions were made to the MNR Cash Balance Plan in several subsequent years.

4. MTA Defined Benefit Plan —
Employer contributions are actuarially determined on an annual basis. Amounts recognized as receivables
for contributions include only those due pursuant to legal requirements. Employee contributions to the

MTA Defined Benefit Plan are recognized in the period in which the contributions are due. There are no
contributions required under the Metropolitan Suburban Bus Authority Employee’s Pension Plan.
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The following summarizes the employee contributions made to the MTA Defined Benefit Plan:

Effective January 1, 1994, covered MTA Metro-North Railroad and MTA Long Island Railroad non-
represented employees are required to contribute to the MTA Plan to the extent that their Railroad
Retirement Tier Il 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 MTA Plan. MTA Metro-North Railroad employees may purchase prior service from
January 1, 1983 through December 31, 1993 and MTA Long Island Railroad employees may purchase
prior service from January 1, 1988 through December 31, 1993 by paying the contributions that would
have been required of that employee for the years in question, calculated as.described in the first sentence,
had the MTA Plan been in effect for those years.

%

Police Officers who become participants of the MTA Police Pro ior to January 9, 2010 contribute
to that program at various rates. Police Officers who become p i or after January 9, 2010, but
before April 1, 2012 contribute 3% up to the completion of 30 the maximum amount of

salary level, for their remaining years of service. v 4
Covered MTA Metro-North Railroad represented emplo ALong Island Railroad represented
employees who first became eligible to be MTA Plan participants prior to January 30, 2008 contribute 3%

of salary. MTA Staten Island Railw % of salary except for represented
employees hired on or after June 1, 201 i . Long Island Railroad represented
employees who became participants after J of salary. For the MTA Staten
Island Railway employees, contributions ar pletion of ten years of credited
service. MTA Long Island Railroad representeddemployeessare required to make the employee
contributions for ten years en years if hireda@fter certain dates in 2014 as per collective bargaining
agreements. Certain
agreements, are requi
September 30, 2017, or
bargaining agreements.

employee contributions until January 1, 2014, January 1, 2017,
n of required years’of credited service as per the relevant collective

Covered M

contribuite a fixed dol varies, by depot. Currently, non-represented employees at certain
De contribute $21.5 r week. Non-represented employees at Eastchester hired prior
to 2007 contribute $25 (wh er week. Represented employees at Baisley Park, College Point,

Eastchester, Rockaway, , LaGuardia and Yonkers Depots contribute $29.06 (whole dollars) per
week; Spring k represented employees contribute $32.00 (whole dollars) per week. Certain limited
number of represented employees promoted prior to the resolution of a bargaining impasse continue to
participate in the MTAyDefined Benefit Plan that was in effect before their promotion. Certain MTA Bus
non-represented empl s who are formerly employed by the private bus companies (Jamaica, Green,
Triboro and Command) 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 in millions of dollars).

MTA Bus is required to make significant annual contributions to the MTA Plan on a current basis.
Pursuant to the January 1, 2014 and January 1, 2013 actuarial valuations 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— New York
City Private Bus Lines Pension Trust who were working on school bus routes which did not become part
of MTA Bus service), MTA Bus recorded pension expense equal to the valuation annual required

-58 -

Master Page # 71 of 455 - Audit Committee Meeting 1/22/2018



contribution of $44.3 and $45.9 for the years ended December 31, 2016 and 2015, respectively. Both of
these employer contributions were paid to the MTA Plan in their respective years.

5. NYCERS —

NYCERS funding policy is to contribute statutorily-required contributions (“Statutory Contributions”),
determined by the Chief Actuary for the New York City Retirement Systems, in accordance with State
statutes and City laws, and are generally funded by employers within the appropriate Fiscal Year. The
Statutory Contributions are determined under the One-Year Lag Methodology (OYLM). Under OYLM,
the actuarial valuation date is used for calculating the Employer Contributions for the second following
Fiscal Year. Statutory Contributions are determined annually to be an hat, together with member
contributions and investment income, provides for NYCERS’ assets e sufficient to pay benefits when
due.

Member contributions are established by law. NYCERS shas
requirements, with retirement age varying from 55 to 70.depending upon whe
qualifying service.

ry and noncontributory
employee last entered

7
In general, Tier 1 and Tier 2 member contribution went upon the jemployee’s age at
membership and retirement plan election. In general, Tier er 4 members make basic contributions

0f 3.0% of salary, regardless of age at membership. Effective October 1, 2000, in accordance with Chapter

Transit 20-Year Plan, are not required to
membership date or completion of ten years is earlier. In addition, members
who meet certain eligibility requirements will receive oné»month’s”additional service credit for each
completed year of service up to a maximum of two additional‘years of service credit. Effective December
3 and Tier 4members make basic member contributions of 2.0% of
of the Laws of 2000. Certain Tier 2, Tier 3 and Tier 4 members who
are participants in spec lans are required to make additional member contributions of 1.85%,
in addition to their base contribution. Tier 6 members are mandated to contribute between
3.0% and 6.0% of salary, depending on salary level, until they separate from City service or until they
retire.

he 10th anniversary of their

NY S established a i 2»for employees hired on or after July 26, 1976. A plan for
eniployees, who have wor

Sergeants‘and Lieutenants a
MTA Bridges Tunnels e
Certain retirees also receivesupplemental benefits from MTA Bridges and Tunnels. Certain participants
are permitted to borr to 75% of their own contributions including accumulated interest. These loans
are accounted for as/reductions in such participants’ contribution accounts. Upon termination of

employment before retirement, certain members are entitled to refunds of their own contributions,
including accumulated interest, less any outstanding loan balances.

aintdiners. Also, an age 57 retirement plan is available for all other such
oyees. Both these plans required increased employee contributions.

MTA New York City Transit and MTA Bridges and Tunnels are required to contribute at an actuarially
determined rate. The contribution requirements of plans members, MTA New York City Transit and MTA
Bridges and Tunnels are established and amended by law.
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6. NYSLERS —

Employer Contributions - Under the authority of the RSSL, the Comptroller annually certifies the
actuarially determined rates expressly used in computing the employers’ contributions based on salaries
paid during the NYSLERS fiscal year ending June 30.

Member Contributions - NYSLERS is noncontributory except for employers who joined the plan after
July 27, 1976. Generally, Tier 3, 4, and 5 members must contribute 3% of their salary to NYSLERS. As
aresult of Article 19 of the RSSL, eligible Tier 3 and 4 employees, with a membership date on or after
July 27, 1976, who have ten or more years of membership or credited serv1ce with NYSLERS, are not
required to contribute. Members cannot be required to begin making co ions or to make increased
contributions beyond what was required when membership began. Tier 6 members, the
contribution rate varies from 3% to 6% depending on salary. Gen ier 5 and 6 members are
required to contribute for all years of service.

MTAHQ, MTA Capital Construction and MTA Long Island Bustare required t
determined rate.

ribute at an actuarially

? 7
lan and the respective contribution
31, 2016 and 2015 are as follows:

A summary of the aggregate actual contributions made
rates as a percent of covered payroll for the years ended

Year-ended December 31, 2015
Actual Employer s a percentage ployer  Contributions as a percentage
($ in millions) Contributions f covered payroll ibutions of covered payroll
~
Additional Plan $ 151.1 562.13% $ 100.0 283.43%
MaBSTOA Plan 220.7 30.45% 2149 30.97%
MNR Cash Balance Plan X72% - - 0.85%
MTA Defined Benefit Plan 2% 21.7 13.68%
NYCERS 24.59% 736.2 22.05%
NYSLERS 13.51% 15.8 17.93%
Total $ 1,288.6
* MNR @ash Balance Plan's a ion for the years ended December 31,2016 and 2015
23 thousand and $14 thou
Net Pension Liabili
The MTA ies for each of the pension plans reported at December 31, 2016 and

December 31, 2015 were measured as of the fiscal year-end dates for each respective pension plan. The
total pension liabilities, used to calculate those net pension liabilities were determined by actuarial
valuations as of eacrILTon plan’s valuation date, and rolled forward to the respective year-ends for each
pension plan. Info ion about the fiduciary net position of each qualified pension plan’s fiduciary net
position has been determined on the same basis as reported by each respective qualified pension plan. For
this purpose, benefits and refunds are recognized when due and payable in accordance with the terms of
the respective qualified pension plan, and investments are reported at fair value. The following table
provides the measurement and valuation dates used by each pension plan to calculate the MTA’s aggregate
net pension liability.
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Year ended December 31, 2016 2015

Plan Plan

Measurement Plan Valuation Measurement Plan Valuation
Pension Plan Date Date Date Date
Additional Plan December 31,2015  January 1, 2015 December 31,2014  January 1,2014
MaBSTOA Plan December 31,2015  January 1, 2015 December 31,2014  January 1,2014
MNR Cash Balance Plan December 31,2015  January 1,2016 ~ December 31,2014  January 1, 2014
MTA Defined Benefit Plan December 31,2015  January 1, 2015 December 31,2014  January 1, 2014
NYCERS June 30, 2016 June 30, 2014 June 30, 2015 June 30, 2013
NYSLERS March 31, 2016 April 1,2015 April 1, 2014

Pension Plan Fiduciary Net Position

Detailed information about the fiduciary net position of the Ad
Balance Plan, MTA Defined Benefit Plan, NYCERS pla
separately issued pension plan financial reports for each

N
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Actuarial Assumptions

The total pension liabilities in each pension plan’s actuarial valuation dates were determined using the following actuarial assumptions for each
pension plan, applied to all periods included in the measurement date:

Valuation Date:

Additional Plan

MaBSTOA Plan

MNR Cash Balance Plan

January 1, 2015 January 1, 2014 January 1, 2015

January 1, 2014

January 1, 2016

January 1, 2014

Investment Rate of Return

Salary Increases

Inflation

Cost-of Living Adjustments

Valuation Date:

7.00% per annum, net of
investment expenses.

7.00% per annum, net of
investment expenses.

7.00% per annum, net of
investment expenses.

In general, merit and p
increases plus assu;
wage increases off 3.
15.0% for operating emp
and 4.0% to 7.0% for opera
employees per year, dependin
oniears of service.

1.375% p

3.00% 3.00%

2.50%; 3.50% for Railroad
Retirement Wage Base.

2.50%; 3.50% for Railroad
Retirement Wage Base.

Not applicable Not applicable

MTA Defined Benefit

loyees per year, depending
s of service.

iy
4

NYCERS

0% to 70% for operating

4.00% per annum, net of
investment expenses.

applicable

2.30%

Not applicable

4.50% per annum, net of
investment expenses.

Not applicable

2.50%

Not applicable

NYSLERS

January 1, 2015

Investment Rate of Return

Salary Increases

Inflation

Cost-of Living Adjustments

7.00% per annum, net of
investment expenses.

7.00% per annum, n
expenses.

_

Varies by years of
employment, and
group; 3.5% for'M
hourly employees.

In general, merit and promotion
reases plus assumed General
increases of 3.0% per

2.50%; 3.50% for Railroad
Retirement Wage Base.

1.5% per annum for Tiers 1, 2,
4 and certain Tier 3 and Tier 6
retirees. 2.5% per annum for
certain Tier 3 and Tier 4
retirees.

55% of inflation assumption or
1.375%, if applicable.
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June 30, 2013

April 1, 2015

April 1, 2014

7.00% per annum, net of
expenses.

In general, merit and promotion
increases plus assumed General
‘Wage increases of 3.0% per
year.

2.50%

1.5% per annum for Tiers 1, 2,
4 and certain Tier 3 and Tier 6
retirees. 2.5% per annum for
certain Tier 3 and Tier 4
retirees.

7.00% per annum, including
inflation, net of investment
expenses.

3.80% in ERS, 4.5% in PFRS

2.50%

1.30% per annum.

7.50% per annum, including
inflation, net of investment
expenses.

4.90% in ERS, 6.00% in PFRS

2.70%

1.40% per annum.



Mortality
Additional Plan / MaBSTOA Plan/ MNR Cash Balance Plan and MTA Defined Benefit Plan:

The actuarial assumptions used in the January 1, 2016, 2015, and 2014 valuations for the MTA plans are
based on the results of an actuarial experience study for the period from January 1, 2006 through December
31,2011. Mortality assumption is based on a 2012 experience study for all MTA plans. The pre-retirement
and post-retirement healthy annuitant rates are projected on a generational basis using Scale AA, as
recommended by the Society of Actuaries Retirement Plans Experience Committee. As generational
tables, they reflect mortality improvements both before and after the measurement date.

Pre-retirement: The MTA plans utilized RP-2000 Employee Mortality Males and Females with
Blue collar adjustments.

Post-retirement Healthy Lives: Assumption utilized 95% of R
for males with Blue Collar adjustments and 116% of theate

mortality table for females.

5% of ‘the rates from the RP=2000 Disabled
and for males and age 77 and later for
ealthy rates, respectively. This assumption

Balance Plan.

Annuitant mortality table
000 Healthy Annuitant

Post-retirement Disabled Lives: Assumption utili
Annuitant mortality table for males and females. At a
females, the disability rates are set to the male and fema
was not applicable for the Additional Plan and the MNR Cas

NYCERS:

Pursuant to Section 96 of the New York City Charter, an independent actuarial firm conducts studies of
the actuarial assumptions used to value liabilities of the NYCERS pension plan every two years. In
accordance, with the Admi ive Code of the €ity of New York (“ACNY”), the Board of Trustees of
NYCERS are to perio and adopt actuarial assunﬁ:)tions as proposed by the Actuary for use
in the determinations® ibuti K

Mortality tables for service and.disability. pensioners were developed from experience studies of the
NYCERS Pl ortality tables for beneficiaries were developed from an experience review.

The arial assumpti ed in ne, 30, 2014 valuation are based, in part, on the GRS report, on
pu d, studies of mo i ent, and on input from the NYC’s outside consultants and

auditors, the, Actuary prop ¢ Board of Trustees of NYCERS adopted, new post-retirement
mortality tables, for use in de
tables of post- ment are

ining employer contributions beginning in Fiscal Year 2016. The new

sed primarily on the experience of NYCERS and the application of the

Mortality Improvement Scale MP-2015, published by the Society of Actuaries in October 2015. Scale
MP-2015 replaced Morttalifty Improvement Scale AA.

The actuarial assumptions used in the June 30, 2013 valuation are based on the results of an actuarial
experience study published by Gabriel, Roeder, Smith & Company (“GRS”) dated October 2015 and
analyzed experience for Fiscal Years 2010 through 2013. GRS made recommendations with respect to the
actuarial assumptions and methods based on their analysis.

NYSLERS:

The actuarial assumptions used in the April 1, 2015 valuation are based on the results of an actuarial
experience study for the period April 1, 2010 through March 31, 2015. The annuitant mortality rates are
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based on the results of the 2015 experience study of the period April 1, 2010 through March 31, 2015,
with adjustments for mortality improvement based on the Society of Actuaries’ Scale MP-2014.

The actuarial assumptions used in the April 1, 2014 valuation are based on the results of an actuarial
experience study for the period April 1, 2005 through March 31, 2010. The annuitant mortality rates are
based on the results of the 2010 experience study of the period April 1, 2005 through March 31, 2010,
with adjustments for mortality improvement based on the Society of Actuaries Scale MP-2014.

Expected Rate of Return on | nvestments

The long-term expected rate of return on pension plan investments for each pension plan is presented in
the following table.

Pension Plan Plan Measureme
Additional Plan
MaBSTOA Plan

MNR Cash Balance Plan
MTA Defined Benefit Plan
NYCERS

NYSLERS

7.00% v

For the Additional Plan, MaBSTOA Plan;
plan and NYSLERS plan, the long-term
building-block method in which best-esti real rates of return (expected
returns, net of plan investment expense and‘inflation) are.developed for each major asset class. These
ranges are combined to produce the long-term expected rate of'return by weighting the expected future
real rates of return by the et allocation percentage and’by adding expected inflation.

TA Defined Benefit Plan, NYCERS

rate of return vestments was determined using a

he funds an%e expected real rate of returns (“RROR”) for each of
e following tablessfor each of the pension plans:

<
Additional Plan MaBSTOA Plan
Long-Term Long-Term
Target Asset  Expected Real Target Asset  Expected Real

%ss cation Rate of Return Allocation Rate of Return

US Core Fixed'Income 10.00% 2.11% 10.00% 2.11%
US High Yield B: 8.00% 4.32% 8.00% 4.32%
Global Bonds 10.00% 0.82% 10.00% 0.82%
Emerging Markets B 3.00% 5.17% 3.00% 5.17%
US Large Caps 10.00% 5.09% 10.00% 5.09%
US Small Caps 5.50% 6.26% 5.50% 6.26%
Global Equity 10.00% 5.67% 10.00% 5.67%
Foreign Developed Equity 10.00% 6.06% 10.00% 6.06%
Emerging Markets Equity 3.50% 8.21% 3.50% 8.21%
Global REITs 5.00% 5.98% 5.00% 5.98%
Private Real Estate Property 3.00% 3.84% 3.00% 3.84%
Private Equity 7.00% 9.17% 7.00% 9.17%
Hedge Funds - MultiStrategy 15.00% 4.20% 15.00% 4.20%

100.00% 100.00%
Assumed Inflation - Mean 2.50% 2.50%
Assumed Inflation - Standard Deviation 1.89% 1.89%
Portfolio Arithmetic Mean Return as per Actuary 7.31% 7.31%
Portfolio Standard Deviation 11.67% 11.67%
Long Term Expected Rate of Return selected by MTA 7.00% 7.00%
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MTA Defined Benefit Plan MNR Cash Balance Plan

Long-Term Long-Term
Target Asset  Expected Real Target Asset  Expected Real
Asset Class Allocation Rate of Return Allocation Rate of Return
US Core Fixed Income 10.00% 2.11% 100.00% 1.68%
US High Yield Bonds 8.00% 4.32%
Global Bonds 10.00% 0.82%
Emerging Markets Bonds 3.00% 5.17%
US Large Caps 10.00% 5.09%
US Small Caps 5.50% 6.26%
Global Equity 10.00% 5.67%
Foreign Developed Equity 10.00% 6.06%
Emerging Markets Equity 3.50% 8.21%
Global REITs 5.00% 5.98%

Private Real Estate Property 3.00%
Private Equity 7.00%
Hedge Funds - MultiStrategy 15.00%

~100.00%
Assumed Inflation - Mean 2.30%
Assumed Inflation - Standard Deviation 1.89%
Portfolio Arithmetic Mean Return as per Actuary VH%
Portfolio Standard Deviation 4.64%
Long Term Expected Rate of Return selected by MTA 4.00%

NYCERS NYSLERS
Long-Term Long-Term

X d Real et Asset  Expected Real

Asset Class RaM Allocation Rate of Return
U.S. Public Market Equities 32.609 2.159 38.00% 7.30%
International Public Market Equiti 10.00 0.70% 13.00% 8.55%
Emergining Public Market 6.90% 0.55% 0.00% 0.00%
Private Market Equities 7.00% o 0.69% 10.00% 11.00%
Fixed Income 33.50% 0.90% 18.00% 4.00%
Alternatives (Real Assets, Hedge Fun 10.00% 0.40% 3.00% 8.65%
Real Estate e 8.00% 8.25%
3.00% 6.75%
3.00% 8.60%
2.00% 2.25%
2.00% 4.00%

100.00% 100.00%
2.50% 2.50%
7.00% 7.00%
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Discount Rate

The discount rate used to measure the total pension liability of each pension plan is presented in the
following table:

Discount Rate
Year ended December 31, 2016 2015
Plan Measurement Plan Measurement
Pension Plan Date Rate Date Rate
Additional Plan December 31, 2015 7.00% December 31, 2014 7.00%
MaBSTOA Plan December 31, 2015 7.00% December 31, 2014 7.00%
MNR Cash Balance Plan December 31, 2015 4.00% ber 31, 2014 4.50%

MTA Defined Benefit Plan December 31, 2015 7.00% December 31, 2014 7.00%
NYCERS June 30, 2016 7.00% June 30, 2015 7.00%
NYSLERS March 31, 2016 arch 31, 2015 7.50%
The projection of cash flows used to determine the discount rate ployee contributions will
be made at the rates applicable for each pension plan and that émployer cont ions will be made at the
rates determined by each pension plan’s actuary. each pension plan’s

fiduciary net position was projected to be available t e all projected future benefit paymients of current
and inactive plan members. Therefore, the long-t
was applied to all periods of projected benefit payments

Changes in Net Pension Liability — Additiofial. Plan, MaBSTOA MNR Cash Balance Plan and the

MTA Defined Benefit Plan

Changes in the MTA’s net pension liability dditio
Plan and the MTA Defined Benefit Plan for the yearé€nded
31, 2015 measurement da
measurement date, we

v
Additiohan 4 MaBSTOA Plan

Plan, MaBSTOA Plan, MNR Cash Balance
er 31, 2016, based on the December
r the year ended'December 31,2015, based on the December 31, 2014

Plan Net Total Plan Net
Fiduciary Pension Pension Fiduciary Pension
Net Position Liability Liability Net Position Liability
(in thousands)
Balance as of De er 31,2014 $ 782852 $ 819,307 $ 3331464 § 2265293 $ 1,066,171
Changes foA::r 2015:
Service Cost 3,441 77,045 77,045
Interest on total pension liabil 106,987 232,405 232,405
Effect of economic /demo ains) -
or losses 6,735 - 6,735 (68,997) - (68,997)
Benefit payments (157,071) (157,071) - (179,928) (179,928) -
Administrative expense - (1,218) 1,218 - (88) 88
Member contributions - 1,108 (1,108) - 16,321 (16,321)
Net investment income y - 527 (527) - (24,163) 24,163
Employer contributions - 100,000 (100,000) - 214,881 (214,881)
Balance as of December 31, 2015 $ 1,562,251 $ 726,198 § 836,053 $ 3391989 § 2292316 § 1,099,673
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Additional Plan MaBSTOA Plan
Total Plan Net Total Plan Net
Pension Fiduciary Pension Pension Fiduciary Pension
Liability Net Position Liability Liability Net Position Liability
(in thousands)
Balance as of December 31, 2013 $ 1,645,284 $ 510,753 $ 1,134,531 $ 3,212,528 $ 2,093,895 $ 1,118,633
Changes for fiscal year 2014:
Service Cost 3,813 - 3,813 72,091 - 72,091
Interest on total pension liability 110,036 - 110,036 223,887 - 223,887
Effect of assumption changes or inputs - - - (1,596) - (1,596)
Benefit payments (156,974) (156,974) - (175,446) (175,446) -
Administrative expense - 975) 975 - (74) 74
Member contributions - 1,304 (1,304) 15,460 (15,460)
Net investment income - 21,231 (21,231) 105,084 (105,084)
Employer contributions - 407,513 (407,513) 226,374 (226,374)
Balance as of December 31, 2014 $ 1,602,159 $ 782,852 $ 819,307 31,464 $ 2265293 $ 1,066,171
MNR Cash Balance Plan TA Defined Benefit Plan
Total Plan Net Plan Net
Pension Fiduciary ion Fiduciary Pension
Liability Net Position ility % Liability et Position Liability
(in thousands)
Balance as of December 31, 2014 $ 710 $ 12 $ 4,099,738 65,220 $ 1,034,518
Changes for fiscal year 2015:
Service Cost - - 124,354 - 124,354
Interest on total pension liability 29 - 288,820 - 288,820
Effect of plan changes 6,230 - 6,230
Effect of economic / demographic (gains)
or losses 121,556 - 121,556
Effect of assumption changes or inputs ,180) - (76,180)
Benefit payments 99,572) (199,572) -
Administrative expense - (1,962) 1,962
Member contributions - 34,519 (34,519)
Net investment income - (45,122) 45,122
Employer contributions - 221,694 (221,694)
Balance as of December 31, 2015 $ 22 $ 4,364,946 $ 3,074,777 $ 1,290,169
' MTA Defined Benefit Plan
Net Total Plan Net
Pension Pension Fiduciary Pension
Liability Liability Net Position Liability
(in thousands)
Balance as of D, ber 31, 2013 $ 18 $ 3,892,983 $ 2,806,367 $1,086,616
Changes for fisc 2014:
Service Cost - 121,079 - 121,079
Interest on total pensio: 32 274,411 - 274,411
Differences between expec
experience - 2,322 - 2,322
Benefit payments - (191,057) (191,057) -
Administrative expense - 3) 3 - (9,600) 9,600
Member contributions - - - - 26,006 (26,006)
Net investment income - 41 41) - 102,245 (102,245)
Employer contributions - - - - 331,259 (331,259)
Balance as of December 31, 2014 $ 710 $ 698 $ 12 $ 4,099,738 $ 3,065,220 $1,034,518
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Sensitivity of the Net Pension Liability to Changesin the Discount Rate

The following presents the MTA’s net pension liability calculated for the Additional Plan, MaBSTOA
Plan, MNR Cash Balance Plan and the MTA Defined Benefit Plan using the discount rate as of each
measurement date, as well as what the net pension liability would be if it were calculated using a discount
rate that is 1-percentage point lower or 1-percentage point higher than the actual discount rate used for
each measurement date:

Measurement Date: December 31, 2015 December 31, 2014

1% Decrease Discount Rate 1% Increase 1% Decre Discount Rate 1% Increase

(6.0%) (7.0%) (8.0%) (7.0%) (8.0%)
(in thousands) in thousands)
Additional Plan $ 963427 § 836,053 $ 725673 819,307 $ 704,647
MaBSTOA Plan 1,480,961 1,099,673 775,092 6,171 740,824
MTA Defined Benefit Plan 1,835,699 1,290,169 518 596,266

Discount Rate 1% Increase
(4.5%) (5.5%)
(in whole dollars)
$  (12361) 3 8,625 $ 11,625 $  (20,375)

1% Decrease Discount Rate
(3.0%) (4.0%) (5.0%)
(in whole dollars)
MNR Cash Balance Plan $ 60,689 $ 21,847

The MTA’s Proportion of Net Pension Liabilit RS and NYSL

The following table presents the MTA’s proportionate share}the nef pension liability of NYCERS based
on the June 30, 2014 and , 2013 actuarial yaluations, rolled forward to September 30, 2016 and
June 30, 2015, respecti roportion percentage of the aggregate net pension liability allocated

to th MTA:
: NYCERS
y June 30, 2016 June 30, 2015
($ in thousands)
sion liability 23.493% 23.585%

nsion liability $ 5,708,052 $ 4,773,787

’s proportionate share of the net pension liability of NYSLERS
pril 1, 2014 actuarial valuations, rolled forward to March 31, 2016 and
d the proportion percentage of the aggregate net pension liability allocated

The following table present
based on the il 1, 2015 a
March 31, 2015, ectively
to the MTA:

NYSLERS
, March 31, 2016 March 31, 2015
($ in thousands)
MTA's proportion of the net pension lability 0.303% 0.289%
MTA's proportionate share of the net pension liability $ 48,557 $ 9,768

The MTA’s proportion of each respective Plan’s net pension liability was based on the MTA’s actual
required contributions made to NYCERS for the plan’s fiscal year-end September 30, 2016 and 2015 and
to NYSLERS for the plan’s fiscal year-end March 31, 2016 and 2015, relative to the contributions of all
employers in each plan.
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Sensitivity of the MTA’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the MTA’s proportionate share of the net pension liability for NYCERS and
NYSLERS calculated using the discount rate as of each measurement date, as well as what the
proportionate share of the net pension liability would be if it were calculated using a discount rate that is
1-percentage point lower or l-percentage point higher than the actual discount rate used as of each
measurement date ($ in thousands):

Measurement Date: June 30, 2016 June 30, 2015
1% Decrease Discount Rate 1% Increase 1% se  Discount Rate 1% Increase
(6.0%) (7.0%) (8.0%) .0%) (7.0%) (8.0%)
NYCERS $  7,826325 $ 5,708,052 $ 3933870 602,050 $ 4,773,787 $ 3,075494
Measurement Date: March 31, 2016 March 31, 2015
1% Decrease Discount Rate 1%dncrease 1% Dec Discount Rate 1% Increase
(6.0%) (7.0%) 8.0%) (6.5%) (7.5%) (8.5%)
NYSLERS $ 109,494 $ 48,5 (2,93 $ 65,107 $ %768 $ (36,952)

Pension Expense, Deferred Outflows of Resources and Defer

For the nine-month period ended Septe
recognized pension expense related to eac

4

For the nine-
reported deferre

30, 2017 and ye
lan as follow

September 30, \\llcicember 31,

Pension Plan 2017 2016
Additional Pla $ 1,275 LR 78,604
MaBSTOA: 160,795 159,377
MNR Cash Ba ’ 4
MTA Defined Benefit Plan 2114363 239,927
579,258 691,210
9,726 17,880

(in $ thousands):
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$ 1,022,417

$ 1,187,002

hnflows of Resources Related to Pensions

ded December 31, 2016, the MTA
usands):

d September 30, 2017 and year ended December 31, 2016, the MTA
sources and deferred inflow of resources for each pension plan as follows
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For the Period Ended Additional Plan MaBSTOA Plan MNR Cash Balance Plan MTA Defined Benefit Plan

September 30, 2017 Deferred Deferred Deferred Deferred Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources Resources Resources Resources Resources
Differences between expected
and actual experience $ - $ - $ - $ 59,108 § - $ - 107,691 -
Changes in assumptions - - - - - - - 66,413
Net difference between projected
and actual earnings on pension
plan investments 52,949 - 174,012 - 19 (6) 266,166 -
Changes in proportion and
differences between
contributions and proportionate
share of contributions - - - - 3,230 3,230
Employer contributions to the plan
subsequent to the measurement
of net pension liability 296,100 - 205,309 - 290,784 -
Total $ 349049 § - § 3198210 § 59 6 $ 667871 $§ 69,643
For the Period Ended NYCERS ; NYSLERS TOTAL
September 30, 2017 Deferred Deferred !iefezd Deferred
Outflows of Inflows of s of Inflows of
Resources Resources Resources sources Resources
Differences between expected
and actual experience $ - $ 162,021 5,756 $ 107,936  $ 226,885
Changes in assumptions 421,32 - - 434271 66,413
Net difference between projected
and actual earnings on pension
plan investments 308,781 - 830,734 ©6)
Changes in proportion and
differences between
contributions and proportionate
share of contributions (41,334) ,352) ’398 198 (35,706) 2,076
Employer contributions to the plan
subsequent to the measuremen
of net pension liability 12,980 - 1,207,264 -
Total $ 160, $ 57,379 $ 5,954 $ 2,544,499 $ 295,368
For the Year'Ended i MaBSTOA Plan MNR Cash Balance Plan MTA Defined Benefit Plan
Dece 016 Deferred Deferred Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources Resources Resources
Differences between
and actual experience $ - $ - $ 59,108 § - $ - 107,691 -
Changes in assumptions - - - - - 66,413
Net difference between projected
and actual earnings on pension
plan investments 52,949 - 174,012 - 19 (6) 266,166 -
Changes in proportion and
differences between
contributions and proportionate
share of contributions - - - - - - 3,230 3,230
Employer contributions to the plan
subsequent to the measurement
of net pension liability 151,100 - 220,697 - 23 - 280,767 -
Total § 204049 § - § 394709 § 59,108 § 42§ (6) $ 657854 § 69,643
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For the Year Ended NYCERS NYSLERS TOTAL

December 31, 2016 Deferred Deferred Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources Resources Resources
Differences between expected
and actual experience $ - $ 162,021 $ 245  § 5,756 $ 107,936  $ 226,885
Changes in assumptions 421,322 - 12,949 - 434,271 66,413

Net difference between projected
and actual earnings on pension
plan investments 308,781 - 28,807 - 830,734 (6)

Changes in proportion and

differences between
contributions and proportionate

share of contributions (41,334) (1,352) (35,706) 2,076
Employer contributions to the plan
subsequent to the measurement
of net pension liability 422,768 - 1,088,335 -
Total $ 1,111,537 § 160,669 § 2425570 $ 295,368

The annual differences between the projected and
five-year closed period beginning the year in whi

differences between expected and actual experience, changes in ortion, differences between employer
contributions and proportionate share of ibutions, and cha in actuarial assumptions, beginning

the year in which the deferred amount occu
Meriod (in years)

. Changes in proportion and .
ifferences between . i Changes in
differences between employer .
cted and act o . actuarial
A contributions and proportionate .
experience e assumptions
Pension Plan '3 share of contributions
Additional Plan 1.00 N/A N/A
MaBSTOA 6.30"~ N/A 6.30
MNR Cash Balance Plan 0.50 N/A 0.50
MT fined Benefit Plan .80 7.80 7.80
NYCE 333 333 333
NYSLERS 5.00 5.00 5.00
For the nine-mo eriod ended September 30, 2017 and year ended December 31, 2016, $1,207.3 and

$1,088.3 were report deferred outflows of resources related to pensions resulting from the MTA’s
contributions subsequent to the measurement date which will be recognized as a reduction of the net
pension liability in the year ending December 31, 2017 and December 31, 2016, respectively. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
at December 31, 2016 will be recognized as pension expense as follows:
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Additional MaBSTOA MNR Cash ~ MTA Defined NYCERS NYSLERS

Plan Plan Balance plan ~ Benefit Plan Total

Year Ending December 31: (in thousands)

2017 $ 14163 8§ 34463 § 38 Tsyo8 (7,058) 9,726 128,334
2018 14,163 34463 3 71537 111,094 9,726 246,986
2019 14,162 34,464 3 77,538 299,123 9,726 435016
2020 10461 25,751 4 58,030 124,941 9267 228454
2021 - (10952) - 6,119 - - (4333)
Thereafter - (3,285) - 10,083 - - 7398

§ 52949 § 114904 8 13§ 307444 §  38M5 § 1041855

Deferred Compensation Program

Description - The Deferred Compensation Program consists@ftw ibution plans that provide
benefits based solely on the amount contributed to eac¢h participant’s acco ), plus or minus any
income, expenses and gains/losses. The Deferred Compensation Program is comprised of the Deferred
Compensation Plan For Employees of the itan Transportation Authority/(“MTA”), its
Subsidiaries and Affiliates (“457 Plan”) and the Pla Employees of the Metropolitan
Transportation Authority, its Subsidiaries and Affiliates Plan”). Certain MTA Related Groups
employees are eligible to participate in both deferred compensation plans. Both Plans are designed to have
participant charges, including investmen other fees, pay fo administrative cost of running the
Deferred Compensation Program.

Participation in the 401(k) Plan is now available to-non-tepresentéd employees and, after collective
bargaining most represente loyees. All amounfs of compensation deferred under the 401(k) Plan,
and all income attributa compensation, less expenges and fees, are in trust for the exclusive
benefit of the partici beneficiaries. Accordingly, the 401(k) Plan is not reflected in the
accompanying consol s of net possitxn.

Committees
A%Deferred Com
investment options were
Financialt Adyvisor to provi

determinatio&for the 401(k) Plan, the MTA offered its managers the choice of either participating
in the 457 Pla the 401(k) Plan. By 1993, the MTA offered eight investment funds: a Guaranteed

Interest Account Fund, a Money Market Fund, a Common Stock Fund, a Managed Fund, a Stock Index
Fund, a Government e Fund, an International Fund and a Growth Fund.

In 1998, the Deferred Compensation Committee approved the unbundling of the Plans. In 2008, the Plans’
investment choices were restructured to set up a four tier strategy:

e Tier 1 — The MTA Target-Year Lifecycle Funds, which are comprised of a mix of several funds,
most of which are available as separate investments in the Deferred Compensation Program. The
particular mix of investments for each Fund is determined by the “target” date, which is the date
the money is intended to be needed for retirement income.
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e Tier 2 - The MTA Index Funds offer a tier of index funds, which invest in the securities of
companies that are included in a selected index, such as the Standard & Poor’s 500 (large cap)
Index or Russell Mid Cap Index.

e Tier 3 — The MTA Actively Managed Portfolios, which are comprised of actively managed
portfolios that are directed by one or a team of professional managers who buy and sell a variety
of holdings in an effort to outperform a selected index. These institutional strategies provide
participants with a diversified array of distinct asset classes, with a single fund option in each
class to simplify the decision making process.

e Tier 4 — Self-Directed Mutual Fund Option is designed for the m
access to an expanded universe of mutual funds from hu
families. Participants may invest only a portion of their ac

xperienced investors. Offers
ds of*well-known mutual fund
alances in this Tier.

In 2011, the Deferred Compensation Program began offering
after-tax Roth contributions and before-tax contributions in both

. Employees can elect
and the 457 Plan. The

31, 2015.

Deferred Compensation Program include.employees (and in the ease of MTA Long Island Bus, former
employees) of:

MTA
MTA Long Island Rail Road

MAng Contributions

Railroad on behalf of certai
Pension Plan MTA on b
behalf of certai TA Polic

contribution varies.

oyees who opted-out of participation in the MTA Defined Benefit
f of certain represented MTA Business Service Center employees and on
fficers, make contributions to the 401(k) Plan. The rate for the employer

MTA Bus - Certain members who were employed by Queens Surface Corporation on February 26, 2005,
and who became employees of MTA Bus on February 27, 2005, receive a matching contribution equal to
50% of member’s before-tax contributions provided that the maximum matching contribution shall not
exceed 3% of the member’s base pay. MTA Bus also makes a basic contribution equal to 2% of the
member’s compensation. These members shall vest in the amount in the member’s account attributable
to the matching contributions and basic contributions as follows:
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Years of Service Vested Percentage

Less than 2 0%
2 20%
3 40%
4 60%
5 80%
6 or more 100%

As a result of collective bargaining, these members were offered a one-time opportunity to opt-out of the
matching contributions and employer basic contributions and, instead, icipate in the MTA Defined

out of participation in the MTA Defined Benefit Pension Plan reeei employer contribution
equal to 4% of the member’s compensation. Effective llowing the nineteenth
anniversary date of an eligible MNR member’s continuous employment, MTA "Metro-North Railroad
contributes an amount equal to 7% of the member. ligible MNR members vest in these
employer contributions as set forth below:

Years of Service Percentage
Less than 5
5 or more

MTA Headquarters - Police - For each plan‘year, the MTAushallifiake contributions to the account of
each eligible MTA Police volent Association’member in the amounts required by the collective
bargaining agreement subject to ‘the contribution limits set forth in the CBA. These
contributions shall ly. Membersare immediately 100% vested in these employer
contributions. In additi n year, the MTA shall make a monthly contribution of $125 (whole
dollars) to the account o member represented by the Commanding Officers Association.
Members are i diately 100%fvested in these.employer contributions.

MTA Headquarter
Services, Center employ
receivea matching contrib

right to the balance in his or

ices - Effective January 1, 2011, all newly hired MTA Business
the Transportation Communications Union are eligible to
up to amaximum of 3% of the participant’s compensation. A participant’s
matching contributions shall vest upon the first of the following to occur:

1. Comple 5 years of service,
2. Attaining the Normal Retirement Age of 62 while in continuous employment, or
3. while in continuous employment.

Additional Deposits (Incoming Rollover or Transfers) - Participants in the Deferred Compensation
Program are eligible to roll over both their before-tax and after-tax assets from other eligible retirement
plans into the 401(k) and 457 Plans. Under certain conditions, both Plans accepts rollovers from all eligible
retirement plans (as defined by the Code), including 401(a), 457, 401(k), 403(b), and rollover IRAs.

Forfeitures — Nonvested contributions are forfeited upon termination of employment. Such forfeitures
are used to cover a portion of the pension plan’s administrative expenses.
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December 31,

2016 2015
(In thousands)
Employer 401K contributions $ 3,973 $ 4,878

OTHER POSTEMPLOYMENT BENEFITS

The MTA has implemented GASB Statement No. 45, Accounting and Financial Reporting for Employers
for Postempl oyment Benefits Other Than Pensions (“GASB 45”). This Statement established 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
Most OPEB have been funded on a pay-as-you-go basis and
when the promised benefits are paid. GASB 45 requires state an
reflect systematic, accrual-basis measurement and reco nse) over a period that
approximates employees’ years of service and provides information about actuarial acgsled liabilities
associated with the OPEB and to what extent pro eing rrﬁ:unding the plan.

ud

Plan Description — The benefits provided by the MTA p.d edical, phariacy, dental, vision,
and life insurance, plus monthly supplements for Medicare Rart B or Medicare supplemental plan
reimbursements and welfare fund contri s. The different types. of benefits provided vary by agency
and employee type (represented emplo sus managem 11, benefits are provided upon
retirement as stated in the applicable pens , lalthough some cies provide benefits to some
members if terminated within 5 years of attaining retirement eligibility. Employees of the MTA Group
are members of the following pension plans: the MTA Defined Benefit Plan, the Additional Plan, the
MNR Cash Balance Pla STOA Plan, NYCERS, and NYSLERS.

employee services rendered.
ed in financial statements
nt’s financial reports to

The MTA Group part i ew York State Health Insurance Program (“NYSHIP”) to provide
i 1 fits, including' Medicare Part B reimbursements, to many of its
employees and retirees. NYSHIP, ides a Preferred Provider Organization (“PPO”) plan and several
Health Main Orgamzatlon (“HMQO?) plans? Represented MTA New York City Transit employees
other MTA
2001, .and MTA Bus icipate in NYSHIP. These benefits are prov1ded either through a
self<insured health plan, i

The MTA"is i
writing to N
Building, 805 Swi

Street,

ployer in NYSHIP. The NYSHIP financial report can be obtained by
f Civil Service, Employee Benefits Division, Alfred E. Smith Office
any, NY 12239.

GASB 45 requires e ers to perform periodic actuarial valuations to determine annual accounting
costs, and to keep a mrllg 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, 2014. Forty-Five
thousand plan participants were receiving retirement benefits as of December 31, 2014, the last valuation
reporting period.

During 2012, MTA funded $250 into an OPEB Trust (“Trust”) allocated between MTA Headquarters and
MTA New York City Transit and funded an additional $50 during 2013 allocated between MTA Long
Island Railroad and MTA Metro-North Railroad. There have been no further contributions made to the
Trust. 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
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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 3.25% resulting in a discount rate under GASB 45 of
3.5%, which is slightly lower than the discount rate of 3.75% used in the prior valuation. This decrease is
primarily due to the decrease 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 in the consolidated statements of net position. The annual OPEB cost is
equal to the annual required contribution (the “ARC”) less adjustme a Net OPEB Obligation exists
and plus the interest on Net OPEB Obligations. The ARC is equal t ormal cost plus an amortization
of the unfunded liability.

Actuarial Cost, Amortization Methods and Assumptions - he ARC, the MTA has
chosen to use the Frozen Initial Liability cost method “FIL "Cost Method’ ¢ of the cost methods
in accordance with the parameters of GASB 45. The'initial liability is amortized ‘over a %Z-year period.
As of the last valuation date, January 1, 2014, the ing amortization period is 14 years.

In order to recognize the liability over an employee’s care
value into three pieces: the part that is
Liability”), the part that is being earned t

an actuarial cost method divides the present
ibuted to past years (the “Accrued Liability” or “Past Service
r (the “Normal Cost?), and the part that will be earned in
future years (the “Future Service Liability the FIL Cost n initial past service liability
is determined based on the Entry Age No (“EAN”),Cost Method and is amortized separately. This
method determines the past service liability for each individuakbased 6n a level percent of pay. The Future
Service Liability is allocate ed on the present, value of future compensation for all members combined
to determine the Norm ture years, actuarial gains/losses will be incorporated into the Future
Service Liability and gh the Normal Cost.

The Frozen Unfunded Aec
Liability for th
increased of

ility is determined each year as the Frozen Unfunded Accrued
rior year, increased with interestreduced by the end-of-year amortization payment and

The difference betwee ent Value of Benefits and the Frozen Unfunded Accrued
Liability equals the Prese re Normal Cost. The Normal Cost equals the Present Value of

Future No Cost divide
current comp tion for me

The ARC is equal‘to the sum of the Normal Cost and the amortization for the Frozen Unfunded Accrued
Liability with appr:y,e interest adjustments. Any difference between the ARC and actual plan

esent value of future compensation and multiplied by the total of
ers less than certain retirement age.

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 months prior to the beginning
of the fiscal year. The valuation date for this valuation is January 1, 2014, which is 24 months prior to the
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beginning of the 2016 calendar year. Census data for the next full valuation will be based on a valuation
date of January 1, 2016.

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 current discount rate is3.:50%.

Healthcare Reform - The results of this valuation reflect our unde
costs due to the Affordable Care Act (“ACA”) passed into law 1
health coverage or “Cadillac” health plans was included in A
value of health plan costs that exceed certain thresholds for single
2010 and 2018, the cost of health care insurance rises
be adjusted. Legislative changes passed in Decembe

ing of the impact in future health
0. An excise tax for high cost

15 have delayed the effective date of the excise
emains unchanged. Also included in
Outcomes Research Institute fee,

Transitional Reinsurance Program fee, and the Health Ins associated with the initiation of health
exchanges in 2014. The current provisions of ACA should be reflected in the projection of benefits and
therefore, the value of the excise tax and ees which apply t lan are not included. It is assumed

that there will be no changes to the curren that there wil

mitigate the impact of the excise tax.

anges in plan design to help

-

-

The OPEB-specific actuari umptions used in the most recent biennial valuation are as follows:

v

Valuation date January 1, 2014
Actuarial cost methio \ Frozen Initial Liability
Discount rate 3.50%
Price inflation $ 2.5% per annum, compounded annually
Per-Capita *
Amortization me Frozen Initial Liability
Remiaining amortizati i 14 years

dclosed or open Closed

* In general, all coverages are p
for MTAH bers retired
the premium, depending on th

or by the MTA. However,
rto 1997, pay a portion of
ear they retired.

Actuarial valuation 1 ¢ 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 — 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 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
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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 an initial 2006 report, as well as an updated 2014 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 no more
than approximately 1%, and in total, the MTA is approximately 3% of the total NYSHIP population. The
actual experience of the MTA will have little or no impact on the actual premium so 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, A
MTA New York City Transit members, represented MTA Bus rs and represented MTA Staten
Island Railway members are non-NYSHIP as well as some Pr TA New York City Transit
members. For these benefits, a per capita claims cost assumptio ed that vary by age, gender

056%and ATU 726 represented

and benefit type. The per capita costs assumptions reflect’ med cy claims information,
including the Employer Group Waiver Plan (“EGWP”. idi benefits to Medicare-
eligible retirees, for 2014 and 2015. P

Medicare Part D Premiums — GASB has issued a Techni in 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 funded) will not duced by the amount of any subsidy
payments received. Accordingly, the 2014 excludes any ents expected to be received
by the MTA and its agencies.

ealthcare trend assimption is based on the Society of Actuaries-Getzen
eline assumptions includedin the model, except real Gross Domestic
Product (“GDP”) of ion of 2.5%. Additional adjustments apply based on percentage of
costs associated with expenses, aging factors, potential excise taxes due to healthcare
reform, and other healthca visions, sepanately for NYSHIP and non-NY SHIP benefits. These

Health Care Cost Trend:
Model version 2014 utilj

Part B reiml

The NYSHIP trend
also ects dental and
applied directly for repres

and MTA ‘Bus. Due to the
Transit differ. The following
MTA New York City Transi

V4

NYSHIP trend reflects actual increases in premiums through 2015.
cies plus the non-represented employees of MTA Bus. This trend

, the non-NYSHIP trends for MTA Bus and MTA New York City
s illustrative rates for the NYSHIP and self-insured trend assumptions for
d MTA Bus (amounts are in percentages).
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Health Care Cost Trend Rates

MTA New York City
Transit and MTA

Staten Island Railway MTA Bus
Fiscal Year NYSHIP < 65 >=65 < 65 >=65
2014 0.0%* 7.5 9.5 8.1
2015 6.0 7.6 9.5 8.2
2016 6.0 6.7 8.1 7.3
2017 6.0 6.2 6.8 6.3
2018 5.3 5.4 5.4 5.4
2019 52 12.1 5.4 5.4
2024 5.2 6.1 5.4 5.4
2029 5.5 6.1 5.4 5.4
2034 6.4 5.5
2039 5.9 5.2
2044 5.7 5.1
2049 5.6 5?
2054 5.5 S

Participation — The table below summ
preparation of the actuarial valuation. Th

Agency and provides a breakdown of the coverag ected{db.eile‘ﬁ

OPEB Participation By Agency at Jan

Active Members
Number

Average Ag
Average

Retirees
Single Medical Cover:
Employee/Spouse Cove
Employee/Child Coverage

No medical Coverage 867
Total Number 30.967
Average Age ’ 71.9
Total Number with Dental/Vision 6,427
Total Number with Vision 25,858
Total Number with Supplement 25,442
Average Monthly Supplement

Amount in whole dollars (Excluding

Part B Premium) $33
Total Number with Life Insurance 5,616
Average Life Insurance Amount $2,076

* No active members as of January 1,2014. In addition, there are 155 vestees not included in these counts.

the census data

ws the numb

MTA A MTA

Metro- Bridges Long

North Rai & Island
V_Road Tunnels MTAHQ Bus *

6,288 1,569 1,641 -

45.5 46.5 46.3 -

134 133 12.9 -
674 417 612 158 105
2,314 909 663 329 234
136 54 36 20 23
2,308 2423 5 8 468
2432 3.803 L316 S 830
67.6 74.0 68.9 65.2 67.6
857 470 406 445 58
857 470 406 445 58
1,747 - 910 - 459

$218 $ - $207 - $ -

4,890 2,406 353 435 713
$22,181 $2,623 $5,754 $4,994  $8,636
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14 (Valuation date for December 31,2015 and December 31,2016)

MTA
Staten
Island
Railway MTA Bus

260 3,539

45.1 47.1

13.6 11.7

19 624

58 893

3 43

15 126

A 1,686

63.9 69.8

46 85

67 1,529

22 1,454

$238 $25

78 199

$2,763 $5,214

ided by each Agency utilized in the
ive and retired employees by
fered to current retirees.

Total

67,516
483
13.8

15,009
22,184
1,231
6,220
44644
712

8,794
29,690

30,034

$49

14,690
$9,397
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Coverage Election Rates — For members that participate in NYSHIP, 100% of eligible members,
including current retirees and surviving spouses, are assumed to elect coverage in the Empire PPO Plan.
However, for MTA Bridges and Tunnels, 15% of represented members and 10% of non-represented
members are assumed to elect the Health Insurance Plan (“HIP”’), a HMO Plan. For MTA Metro-
North Railroad represented members, 15% are assumed to elect ConnectiCare. For groups that do not
participate in NYSHIP, notably MTA New York City Transit and MTA Bus members are assumed to
elect Empire Blue Cross Blue Shield (“BCBS”) or Aetna/ United Healthcare with percentages varying by
agency.

Dependent Coverage - Spouses are assumed to be the same age as the employee/retiree. 80% of male
and 45% of female eligible members participating in NYSHIP are assumed'to elect family coverage upon
retirement and 65% of male and 35% of female eligible members partigipatingtin non-NYSHIP programs
administered by MTA New York City Transit are assumed to cover ndent. Actual coverage elections
for current retirees are used. If a current retiree’s only depende eligibility is assumed for an
additional 7 years from the valuation date.

Demographic Assumptions:

Mortality — Preretirement and postretirement healt
using Scale AA, as recommended by the Society

uitant rates are projected on agenerational basis
ies Ret ent Plans Expenience Committee.

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

Postretirement Healthy Lives— 95% of th
males with blue collar adjustments and 116
table for females. No blue collar or percen
MTAHQ.

m the RP-200 Annuitant mortality table for
rates from the R 00 Healthy Annuitant mortality
e adjustments, were a1sed for management members of

Postretirement Disab) ives % of the rates from the RP-2000 Disabled Annuitant mortality table
for males and femalés. S\

Vestee Coverage — For members that participate in NYSHIP, Vestees (members who have terminated,
but not yet i igible for NYSHIP benefits provided by the Agency upon retirement,
but must'maintain e at their own expense from termination to retirement. Vestees
are d would continue to maintain NYSHIP coverage based on

th on is based on the Development of Recommended Actuarial
Assumptions, for New Yo Y GASB 45 Valuation report provided to Participating
Employers MHIP. These percentages were also applied to current vestees based on age at valuation
date.
at Percent
Te%ation Electing
<40 0 %
40—-43 5
44 20
45—-46 30
47—-48 40
49 50
50-51 80
52+ 100
- 80 -
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The following table shows the elements of the MTA’s annual OPEB cost for the year, the amount actually
paid, and changes in the MTA’s net OPEB obligation to the plan for the nine-month period ended
September 30, 2017 and year ended December 31, 2016. 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.

September 30, December 31,
(In millions) 2017 2016

(Unaudited)

Annual required contribution (“ARC”) $ 2,907.3

Interest on net OPEB obligation 474.6
Adjustment to ARC (1,235.5)
OPEB cost 2,146.4
Payments made (551.0)
Increase in net OPEB obligation 1,595.4
Net OPEB obligation — beginning of period 13,5‘“.1
Net OPEB obligation — end of period $ 15,155.5

contributed to, and the net OPEB
follows (in millions):

The MTA’s annual OPEB cost, the perc
obligation for the year ended December 3

Year Annual OPEB
Ended OPEB Cost Cost Contributed 2 Obligation
December 31, 2016 25.7 % ) $ 15,1555
December 31, 2015 252 13,560.1
December 31, 2014 19.2 12,066.3

The MTA funded status of'the,Plan is as:fellows (inmillions):

Unfunded
ctuarial Actuarial Actuarial Ratio of
Accrued Accrued UAAL to
f Liability Liability Funded Covered Covered
Va sets (AAL)* (UAAL) Ratio Payroll Payroll
Year Ende D {a} {b} {c}={b}-{a} {a}/{b} {d} {c}/{d}
December 31, January 014  $299.7 $ 18,471.6 $18,171.9 1.6% $ 4,669.8 389.1 %

* Based on Entry Age Normal

The required schedule of funding progress for the MTA Postemployment Benefit Plan 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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CAPITAL ASSETS

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 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 li to 50 years for buildings,
2 to 40 years for equipment, and 25 to 100 years for infrastructu apital lease assets and leasehold
improvements are amortized over the term of the lease or the li set whichever is less. Capital
assets consist of the following at December 31, 2015, Dece d September 30, 2017 (in
millions):

Balance Balance Balance
December 31, Additions / i Decémber 31,  Additions / Deletions / September 30,
2015 Reclassifications i Reclassifications Reclassification 2017

(Unaudited) (Unaudited)
Capital assets not being depreciated:

Land $ 208 7 $ - $ 210
Construction work-in-progress 12,949 4,490 1,982 18,764
Total capital assets not
being depreciated 13,157 4,497 1,982 18,974
Capital assets being depreciated: ®
Buildings and structures 17,104 354 - 17,458 205 30 17,633
Bridges and tunnels 121 - 3,316 54 - 3,370
Equipment: \ o
Passenger cars and locomoti 102 \ 3 13,863 - 1 13,862
Buses 217 ; - 3,446 181 8 3,619
Infrastructure 21,4 661 6 22,078 822 20 22,880
Other 19,356 773 / 7 20,122 578 3 20,697
Total capital
depréeiated 2,228 16 80,283 1,840 62 82,061
Les ulated depreciation:
ildings andstructures 489 - 6,083 395 - 7,078
Bridges and 29 - 746 21 - 767
Equipment:
Passenger cars an otives 415 3 6,839 268 1 7,106
Buses 1,782 223 - 2,005 194 8 2,191
Infrastructure 8,031 607 3 8,635 450 3 9,082
Other x 6,667 684 35 7316 524 - 7,840
Total accumulated depregetation 29818 2,447 41 32,224 1,852 12 34,064
Total capital assets being
depreciated — net 48,253 (219) (25) 48,059 (12) 50 47,997
Capital assets — net $ 61410 $ 5,698 $ 2,59 $ 64,518 § 4485 $ 2,032 $ 66,971

Interest capitalized in conjunction with the construction of capital assets for the periods ended September
30,2017 and December 31, 2016 was $26.2 and $57.9, respectively.

Capital assets acquired prior to April 1982 for MTA New York City Transit were funded primarily by
NYC with capital grants made available to MTA New York City Transit. NYC has title to a substantial
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portion of such assets and, accordingly, these assets are not recorded on the books of the MTA. Subsequent
acquisitions, which are part 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 September 30, 2017 and December 31, 2016, these
securities, which are not included in these financial statements, totaled $110.7 and $100.5, respectively,
and had a market value of $95.0 and $95.4, respectively.

LONG-TERM DEBT

September 30,
Retired 2017
ited) (Unaudited)

(In millions) Original Decem
Issuance 201

MTA:
Transportation Revenue Bonds
1.37%—6.68% due through 2057 $ 32 21,20 $ 987 $ 87! $ 21,319
Bond Anticipation Notes
2.0% due through 2018 4,600 948 1,204 1,424 728
State Service Contract Bonds
4.125%—5.70% due through 2031 2,395 1 - 77 68
Dedicated Tax Fund Bonds
2.05%—5.00% due through 2056 9 5,009 993 387 5,615
0,907 27,311 3,184 2,765 27,730
Net unamortized bond premi 1,345 330 181 1,494
50,907 28,656 3,514 2,946 29,224
TBTA: \
General Revenue Bon
4.00%—5.77% due thro 14,788 6,817 1,203 921 7,099
Subordinate Revenue Bonds §
4.00%-5.7 3,958 1,520 - 163 1,357
18,746 8,337 1,203 1,084 8,456
N%mortized bond p 735 224 27 932
18,746 9,072 1,427 1,111 9,388
MTA Hudson Rail Yards T
MTA Hudso il Yards Tru
1.88%-2.6 e through 1,057 1,057 - - 1,057
Net unamortized bond premium 137 - 7 130
1,057 1,194 - 7 1,187
Total ’ $ 70,710 $ 38,922 $ 4941 §$§ 4,064 $ 39,799
Current portion $ 1,977 $ 1,688
Long-term portion $ 36,945 $ 38,111
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(In millions) Original December 31, December 31,

Issuance 2015 Issued  Retired 2016
MTA:
Transportation Revenue Bonds
1.37%—6.68% due through 2056 $ 31,886 $ 20,728 § 3,113 $ 2,632 $ 21,209
Bond Anticipation Notes
2.0% due through 2018 3,400 1,700 1,400 2,152 948
State Service Contract Bonds
4.125%—5.70% due through 2031 2,395 218 - 73 145
Dedicated Tax Fund Bonds
2.05%—5.00% due through 2040 10,046 1,016 5,009
Certificates of Participation
5.30%—5.625% due through 2030 807 71 -
48,534 5,944 27,311
Net unamortized bond discount and premium 27 1,345
5,971 28,656
TBTA:
General Revenue Bonds
1.83%—5.85% due through 2050 474 6,817
Subordinate Revenue Bonds 4
2.39%-5.34% due through 2032 - 64 1,520
541 538 8,337
Net unamortized bond premium 48 (31) 735
589 507 9,072
MTA Hudson Rail Yards Trust:
MTA Hudson Rail Yards Trust Obligations
1.88%—2.65% due through 2056 1,057 - 1,057 - 1,057
Net unamortized bond premium g 132 (5) 137
1,057 - 1,189 (5) 1,194
Total $ 67,134 §$§ 37,128 $ 8,267 $ 6,473 $ 38,922
Current portion $ 2,587 $ 1,977
Long-term p ! $ 34,541 $ 36,945

MTA
Rev
adopted on March 26, 20

Bonds are A’s special o
certain state ‘and:local operati

On March 9, 2017, MTA issaed $325.585 MTA Transportation Revenue Green Bonds, Series 2017A. The
Series 2017A bonds 1ssued as $188.950 MTA Transportation Revenue Green Bonds, Subseries
2017A-1 and $136.63 TA Transportation Revenue Green Bonds, Subseries 2017A-2. Proceeds from
the transaction were used to pay off a draw on the line of credit that provided interim funding for the
existing outstanding 2016A-2 Bond Anticipation Notes, in the amount of $200 and to refund $48.090
MTA Transportation Revenue Bonds, Series 2013B and $88.545 MTA Transportation Revenue Bonds,
Series 2013C. The Subseries 2017A-1 bonds were issued as tax-exempt fixed rate bonds with a final
maturity of November 15, 2057. The Subseries 2017A-2 bonds were issued as tax-exempt fixed-rate
bonds with a final maturity of November 15, 2030.

ds — Prior to 2017, MTA issued sixty Series of Transportation
esolution Authorizing Transportation Revenue Obligations
ate principal amount of $31,230. The Transportation Revenue
ations payable solely from transit and commuter systems revenues and
subsidies.

On March 28, 2017, MTA effectuated a mandatory tender and remarketed $100 MTA Transportation
Revenue Variable Rate Refunding Bonds, Subseries 2002D-2a because its current interest rate period was
set to expire by its terms.
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On June 7, 2017, Fitch Ratings issued a press release announcing an upgrade of MTA Transportation
Revenue Bonds to ‘AA-’ from ‘A, with a stable outlook.

On September 28, 2017, MTA issued $662.025 MTA Transportation Revenue Refunding Green Bonds,
Series 2017B to refinance certain outstanding indebtedness. The proceeds from the Series 2017B bonds
were used to refund: $138.570 Transportation Revenue Bonds, Series 2005G; $174.180 Transportation
Revenue Bonds, Series 2010D; $61.935 Transportation Revenue Bonds, Series 2011A; $115.465
Transportation Revenue Bonds, Series 2011D; $40.540 Transportation Revenue Bonds, Series 2012C;
$150.000 Transportation Revenue Bonds, Series 2012D; $35.285 Transportation Revenue Bonds, Series
2012E; and $10.445 Transportation Revenue Bonds, Series 2012H. The Séries 2017A bonds were issued

as tax-exempt fixed rate bonds with a final maturity of November 15, N

MTA Bond Anticipation Notes — From time to time, MT ransportation Revenue Bond
Anticipation Notes in accordance with the terms and provisions esolution described above
in the form of commercial paper to fund its transit and commuter he interest rate payable
on the notes depends on the maturity and market conditiofis at the'time of issua he MTA Act requires
MTAHQ to periodically (at least each five years) re its bond anticipation notes with ‘tynds.

On February 14, 2017, MTA issued $700 of MTA ortati evenue Bond Anticipation Notes,
Series 2017A to generate new money proceeds to finance existing approved transit and commuter projects.
The Series 2017A Notes were issued as_ fixed rate tax-exempt netes with a final maturity of October 2,
2017. On June 7, 2017, Fitch Ratings als ded the outstandi TA Transportation Revenue BANs
to ‘F1+’ from ‘F1°.

On June 29, 2017, MTA issued $500 of MTA Transportation,Revenue Bond Anticipation Notes, Series
2017B, having a stated interest rate of 2% per annum and a maturity date of February 1, 2018. The Series
existing approved transit and commuter projects. A series of bonds
is expected to be issu i eries 2017B Notes.

MTA Revenue Anticipa On January 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 th e, as such'this facility is intended to be used only for operating needs
of MTA«@and the rela ities. uary 31,2017, MTA drew down $200 of its $350 Revolving Credit
Agreement with the Ro 3 Which was entered into on January 1, 2014. The purpose of
th i enue Bond Anticipation Notes, Subseries 2016A-2. The $200
draw down plus accrued int paid on March 31, 2017.

On August 24, red into a $350 taxable Revenue Anticipation Note facility, (the “2017A
RAN”), with J.P. Motgan Chase Bank, National Association. An initial draw of $3.5 was made at closing.
This balance will remain‘throughout the duration of the agreement. The 2017A RAN is available to be
used by MTA for any orate purpose as needed and is structured as a revolving loan facility. The RAN
expires on August 24, 2022.

MTA State Service Contract Bonds — Prior to 2017, MTA 1issued two Series of State Service Contract
Bonds secured under its State Service Contract Obligation Resolution adopted on March 26, 2002, in the
aggregate principal amount of $2,395. Currently, the outstanding bonds are $68. The State Service
Contract Bonds are MTA’s special obligations payable solely from certain payments from the State of
New York under a service contract.

MTA Dedicated Tax Fund Bonds — Prior to 2017, MTA issued twenty Series of Dedicated Tax Fund
Bonds secured under its Dedicated Tax Fund Obligation Resolution adopted on March 26, 2002, in the
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aggregate principal amount of $9,147. The Dedicated Tax Fund Bonds are MTA’s special obligations
payable solely from monies held in the Pledged Amounts Account of the MTA Dedicated Tax Fund. State
law requires that the MTTF revenues and MMTOA revenues (described above in Note 2 under
“Nonoperating Revenues™) be deposited, subject to appropriation by the State Legislature, into the MTA
Dedicated Tax Fund.

On February 23, 2017, MTA issued $312.825 of MTA Dedicated Tax Fund Green Bonds, Series 2017A
to retire $350 MTA Dedicated Tax Fund Bond Anticipation Notes, Series 2016A-1. The Series 2017A
bonds were issued as fixed rate tax-exempt bonds with a final maturity of November 15, 2047.

On May 17,2017, MTA issued $680.265 of MTA Dedicated Tax Fund Green Bonds, Series 2017B. The
Series 2017B bonds were issued as $309.225 MTA DTF Green Bonds, ¢s 200 7B-1 and $371.040 MTA
DTF Refunding Green Bonds, Series 2017B-2. Proceeds from th saction were used to pay off the
existing outstanding 2016A-2 Bond Anticipation Notes in the a 0 and to refund the following
outstanding series of DTF bonds: $65.035 of Series 20004B-1; ies 2004B-4; and $256.425
of Series 2009B. The Series 2017B-1 bonds were issuedqas, taxsexempt rate bonds with a final
maturity of November 15, 2057. The Series 2017B-2 bends were issued as tax-exempt fixed-rate bonds

with a final maturity of November 15, 2034. P
On May 25, 2017, MTA effectuated a mandatory tende rem%

d $82.575 of MTA Dedicated Tax
Fund Bonds, Subseries 2008 A-2a because its current interest rate period was set to expire by its terms.

On June 14, 2017, MTA effectuated a ma
Fund Variable Rate Refunding Bonds, Su
letter of credit issued by Royal Bank of Canada,
direct-pay letter of credit issued by TD Bank,

ed $167.435 of MTA Dedicated Tax
ing the irrevocable direct-pay
ork branch, with an irrevocable

tender and rema
08A-1 due to
ingithrough its N

MTA Certificates of P
Road and MTA Metr
executed and delivefe

in the principal an
pr%onate shares b
a
eral Revenue Bonds — Prior to 2017, MTA Bridges and Tunnels issued

MTA BridgMTunnels

twenty-seven S of General Revenue Bonds secured under its General Resolution Authorizing General
Revenue Obligations,adopted on March 26, 2002, in the aggregate principal amount of $11,922. The
General Revenue Bondsare MTA Bridges and Tunnels’ general obligations payable generally from the
net revenues collectecwhe bridges and tunnels operated by MTA Bridges and Tunnels.

— Prior t0 2017, MTA (solely on behalf of MTA Long Island Rail
ad), MTA New York City Transit and MTA Bridges and Tunnels
f Certificates‘of Participation in the aggregate principal amount of
leasehold improvements to an office building at Two Broadway in

. The Certificates of Participation represented proportionate interests
nts of Base Rent paid severally, but not jointly, in their respective

On January 12, 2017, MTA issued $300.000 Triborough Bridge and Tunnel Authority General Revenue
Bonds, Series 2017A and $902.975 Triborough Bridge and Tunnel Authority General Revenue Refunding
Bonds, Series 2017B. The proceeds from the Series 2017A bonds will be used to finance bridge and tunnel
projects. The proceeds from the Series 2017B bonds were used to refund $37.980 of Triborough Bridge
and Tunnel Authority General Revenue Bonds, Series 2007A; $529.110 of Triborough Bridge and Tunnel
Authority General Revenue Bonds, Series 2008A and B; $223.865 of Triborough Bridge and Tunnel
Authority General Revenue Bonds, Series 2008C; $94.550 of Triborough Bridge and Tunnel Authority
General Revenue Bonds, Series 2009A-2; and $125.935 of Triborough Bridge and Tunnel Authority
Subordinate Revenue Bonds, Series 2008D. The Series 2017A bonds were issued as tax-exempt fixed rate
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bonds with a final maturity of November 15, 2047. The Series 2017B bonds were issued as $33.575
Triborough Bridge and Tunnel Authority General Revenue Bonds, Subseries 2017B-1; $471.630
Triborough Bridge and Tunnel Authority General Revenue Bonds, Subseries 2017B-2; $313.395
Triborough Bridge and Tunnel Authority General Revenue Bonds, Subseries 2017B-3; and $84.375
Triborough Bridge and Tunnel Authority General Revenue Bonds, Subseries 2017B-4. The Series 2017B
bonds were issued as tax-exempt fixed rate bonds with a final maturity of November 15, 2047.

MTA Bridges and Tunnels Subordinate Revenue Bonds — Prior to 2017, MTA Bridges and Tunnels
issued twelve 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 $3,871. 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 es and Tunnels General Revenue
Bonds described in the preceding paragraph.

MTA Hudson Rail Yards Trust Obligations — The MTA¢fHud rust Obligations, Series
2016A (“Series 2016A Obligations”) were executed and.delivered on Septemb , 2016 by Wells Fargo
Bank National Association, as Trustee (“Trustee”), 1) retire the outstanding Transportation Revenue
Bond Anticipation Notes, Series 2016A of the M ich werciissued to provide interim financing of
approved capital program transit and commuter project ﬁna%roved capital program transit and
commuter projects of the affiliates and subsidiaries of the #(111) fund an Interest Reserve Requirement
in an amount equal to one-sixth (1/6) of the greatest amount of Interest Components (as hereinafter

defined) in the current or any future year, nd a portion of th italized Interest Fund requirement,
and (v) finance certain costs of issuance.

Pursuant to the Financing Agreement (as hereinafter defined), the MTA has agreed to pay to, or for the
benefit of, the Trustee the “MTA Financing Agreemment Amount,” consisting of principal and interest
components. The Series ligations evidence the interest of the Owners thereof in such MTA
Financing Agreement le by the MTA pursuant to the Financing Agreement. The principal
amount of the Seriés tions represent, the principal components of the MTA Financing
Agreement Amount (“Pri onents”) and the interest represent the interest components of the
MTA Financing Agreement Amount (“Interest Components”). The Series 2016A Obligations (and the
related Prin Interest Components) are special limited obligations payable solely
from the Trust Es der the MTA Hudson Rail Yards Trust Agreement, dated as of
Se%uber 1,2016 (“T and between the MTA and the Trustee.

The Trust Estate consists p

(“Monthly GkRent”) to'be paid by Ground Lease Tenants (the tenants under the Western Rail Yard
Original Ground Lease and each Severed Parcel Ground Lease of the Eastern Rail Yard) of certain parcels
being developed ‘on and above the Eastern Rail Yard and Western Rail Yard portions of the John D.
Caemmerer West Side Yards (“Hudson Rail Yards”) currently operated by The Long Island Rail Road

ipally<of (i) the regularly scheduled rent, delinquent rent or prepaid rent

Company (“LIRR”), (i1) monthly scheduled transfers from the Capitalized Interest Fund during the limited
period that the Monthly Ground Rent is abated under the applicable Ground Lease, (iii) payments made
by the Ground Lease Tenants if they elect to exercise their option to purchase the fee interest in such
parcels (“Fee Purchase Payments™), (iv) Interest Reserve Advances and Direct Cost Rent Credit Payments
(collectively “Contingent Support Payments”) made by the MTA, (v) rights of the MTA to exercise certain
remedies under the Ground Leases and (vi) rights of the Trustee to exercise certain remedies under the
Ground Leases and the Fee Mortgages.

Pursuant to the Interagency Financing Agreement, dated as of September 1, 2016 (“Financing

Agreement”), by and among the MTA, New York City Transit Authority, Manhattan and Bronx Surface
Transit Operating Authority, LIRR, Metro-North Commuter Railroad Company, and MTA Bus Company
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(collectively, the “Related Transportation Entities”), and the Trustee, the MTA has agreed to pay to the
Trustee the MTA Financing Agreement Amount with moneys provided by the Financing Agreement
Payments (which are principally the revenues within the Trust Estate) and Interest Reserve Advances.
The MTA has established a deposit account with Wells Fargo Bank, National Association, as depositary
(“Depositary”), and the MTA will direct all Ground Lease Tenants to make Monthly Ground Rent and
Fee Purchase Payments (payments made by the Ground Lease Tenants if they elect to exercise their option
to purchase the fee interest in such parcels) directly to the Depositary, which deposits will be transferred
daily to the Trustee. In addition, in the event the MTA elects to exercise certain Authority Cure Rights
upon the occurrence of a Ground Lease Payment Event of Default or is required to make certain Direct
Cost Rent Credit Payments, the MTA will make all payments relating to defaulted and future Monthly
Ground Rent directly to the Depositary.

Refer to Note 8 for further information on Leases.

Debt Limitation — The New York State Legislature has impo imi on the aggregate amount of
debt that the MTA and MTA Bridges and Tunnels can issué'to d transit and commuter
capital programs. The current aggregate ceiling, subjec
issuances totaling approximately $33,948. The MT
it to fulfill the bonding requirements of the approv

ects that the current statutory ceiling will allow

tal Pro%x

- N
At September 30, 2017 and December 31, 2016, thedollowing amounts of MTA bonds, which have been
refunded, remain valid d ents and are seeured solely by and payable solely from their respective
irrevocable trusts. \

\ September 30, December 31,
(In millions) \ 2017 2016
4 (Unaudited)

uter Facilities:

$ 189 $ 208
193 214
28 65
61 80
8 15

MTA Bridges an
General Purpose RevenueBonds 694 735
Special Obligation inate Bonds 115 128
Mortgage Recording Tax Bonds - 14
Total $ 1,288 $ 1,459
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For the nine months ended September 30, 2017, MTA refunding transactions decreased aggregate debt
service payments by $360 and provided an economic gain of $271. For the nine months ended September
30, 2016, MTA refunding transactions decreased aggregate debt service payments by $578 and provided
an economic gain of $448. For the nine months ended September 30, 2017 and 2016, the accounting loss
on bond refundings totaled $133 and $399, respectively.

Unamortized losses related to bond refundings were as follows:

Net
(In millions) December 31, increase/  December 31, (Gain)/Loss on o Current Year September 30,
2015 (decrease) 2016 2017
MTA:

Transportation Revenue Bonds $ 3§ 22§ 557 $ 541
State Service Contract Bonds ) 2 (7 O
Dedicated Tax Fund Bonds 101 114 257
431 789

TBTA:
General Revenue Bonds 161 (23) 218
Subordinate Revenue Bonds 34 11 30
195 (12) 243
Total $ 626 § $ 64) $ 1,037

Debt Service Payments — Future principal interest debtiservice’payments at September 30, 2017

are as follows (in millions):

(Unaudited)
MTA BRIDGES AND TUNNELS Debt Service

Prﬁ\cipal Interest Principal Interest

$ 217 $ 192 $ 1,688 $ 1,617

1,429 y 325 368 1,062 1,797

383 338 355 1,085 1,738

0 343 339 1,090 1,679

3 349 323 1,137 1,582

5,1 1,996 1,354 6,772 6,476

2027-2031 3,7 2,355 851 8,351 4,632
2032-2036 2,537 1,366 456 7,343 2,993
2037-2041 1,270 812 181 5,327 1,451
2042-2046 382 288 57 1,729 439
2047-2051 186 67 7 592 193
Thereafter %7 65 - - 1,067 65
$ 28,787 $20,179 $ 8,456 $ 4,483 $37,243 $ 24,662

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

e Transportation Revenue Refunding Bonds, Series 2002D —4.45% per annum on SubSeries 2002D-2
taking into account the interest rate swap

e Transportation Revenue Refunding Bonds, Series 2002G — 3.542% per annum on SubSeries 2002G-
1 taking into account the interest rate swap and 4.00% per annum on the unhedged portion
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e Transportation Revenue Bonds, Series 2005D — 3.561% per annum taking into account the interest
rate swaps

e Transportation Revenue Bonds, Series 2005E — 3.561% per annum taking into account the interest
rate swaps and 4.00% per annum on the unhedged portion

e Transportation Revenue Bonds, Series 2011B — 3.542% per annum taking into account the interest
rate swaps and 4.00% per annum on the unhedged portion

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

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

rate swaps

e Transportation Revenue Bonds, Series 2015E —4.00% pe

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

, Seriesi2008A — 3.316% per’annum on the
% um on the unhedged portion

Refunding Bonds,
swaps, and 4.0

e Dedicated Tax Fund Variable Rate Refundi
hedged portion related to the interest rate swaps, an

e MTA Bridges and Tunnels Subordin
the hedged portion related to the inte

2000ABCD — 6.08% per annum on
r annum on the unhedged portion

e MTA Bridges and Tunnels General R ue Refunding Bonds, 1es 2001B and Series 2001C —

4.00% per annum 9

e MTA Bridges and al Revenue Refunding Bonds, Series 2002F — 5.404% and 3.076%
per annum takingfinto accou ¢ interest rate swaps and 4.00% per annum on portions not covered
by the interest#ate S '

e MTABIrI d Tunnels General"Revenue Boﬁds, Series 2003B — 4.00% per annum

e MJA Revenue Bonds, Series 2005A — 4.00% per annum except from
ember 1,2027 t , 2030, 3.076% per annum taking into account the interest rate
swa

e MTA BrN
based on the Ini

e MTA Bridges an nels General Revenue Bonds, Series 2008B — 4.00% per annum, after the
mandatory tender/date

eneral Revenue Refunding Bonds, Series 2005B — 3.076% per annum
Rate Swaps thereafter

Loans Payable — The MTA and the New York Power Authority (“NYPA”) entered into an updated Energy
Services Program Agreement (“ESP Agreement”). The ESP Agreement authorized MTA affiliates and
subsidiaries to enter into a Customer Installation Commitment (“CIC”’) with NYPA for turn-key, energy
efficiency projects, which would usually be long-term funded and constructed by NYPA. The repayment
period for the NYPA loan can be up to 20 years, but can be repaid at any time without penalty.
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The debt service requirements at September 30, 2017 are as follows:

Loans Payable
(in millions)

Year Principal Interest Total
2017 $ 3.08 $ 0.24 $ 3.32
2018 12.37 0.90 13.27
2019 12.19 0.78 12.97
2020 11.57 0.66 12.23
2021 10.69 0.55 11.24
2022-2026 31.39 1.54
2027-2031 13.31
2032-2036 4.23

Total $ 98.83
Current portion $ 12.38
Long-term portion 86.45 V
Total NYPA loans Payable $ 98.83

Iculations. Interest on the variable-rate
ssociation Municipal Swap Index

The above interest amounts include both_fixed and variable rate
loan is paid at the Securities Industry Financial Mark
(“SIFMA”) rate and is reset semi-annually.

Tax Rebate Liability — Under the Internal e MTA may accrue a liability for

venue Cw
an amount of rebateable arbitrage resulting from investing low-yielding, tax-exempt bond proceeds in
higher-yielding, taxable he arbitrage liability is payable to the federal government every five
years. No accruals or made during the periods ended September 30, 2017 and December

31, 2016.
4
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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.

Tvype of
Resolution Series Swap Provider (Insurer) Facility Exp. Date
Transportation Revenue 2005D-1 Helaba LOC 11/7/2018
Transportation Revenue 2005D-2 Helaba LOC 11/10/2022
Transportation Revenue 2005E-1 Bank of Montreal LOC 8/24/2018
Transportation Revenue 2005E-2 Royal Bank of Canada LOC 12/15/2017
Transportation Revenue 2005E-3 Bank of Montreal LOC 8/24/2018
Dedicated Tax Fund 2002B-1 Bank of Tokyo Mitsbishi LOC 3/22/2021
Dedicated Tax Fund 2008A-1 TD Bank, N.A. LOC 6/13/2022

LOC 9/28/2018
Mitsbishi SBPA  8/17/2018
SBPA  11/1/2018
LOC 1/26/2018
LOC 1/26/2018
LOC 1/28/2020
LOC 1/26/2018
LOC 6/29/2018

5

MTA Bridges and Tunnels General Revenue 2001B State Street
MTA Bridges and Tunnels General Revenue 2001C
MTA Bridges and Tunnels General Revenue 2002F
MTA Bridges and Tunnels General Revenue 2003B-1
MTA Bridges and Tunnels General Revenue 2003B-3
MTA Bridges and Tunnels General Revenue 2005A
MTA Bridges and Tunnels General Revenue 2005B-2

MTA Bridges and Tunnels General Revenue 2005B-3

KHKZZHKHKZRZ A

curve correctly anticipate future spot intere These payments then discounted using the spot
rates implied by the current yield curve for hypothetical zeM bonds due on the date of each future
net settlement on the swap.

A

4 '\\

) 4
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The fair value balances and notional amounts of derivative instruments outstanding at September 30, 2017 and December 31, 2016, classified by type,
and the changes in fair value of such derivative instruments from the year ended December 31, 2016 are as follows:

Derivative Instruments
Summary Information

(in $ millions)

Bond Resolution Credit

Underlying Bond Series

or Fai

Cashflow Hedges
MTA Bridges and Tunnels Senior Revenue Bonds
MTA Bridges and Tunnels Senior Revenue Bonds
MTA Bridges and Tunnels Senior Revenue Bonds
MTA Bridges and Tunnels Senior Revenue Bonds
MTA Bridges and Tunnels Subordinate Revenue Bonds
MTA Dedicated Tax Fund Bonds
MTA Transportation Revenue Bonds
MTA Transportation Revenue Bonds
MTA Transportation Revenue Bonds

MTA Transportation Revenue Bonds
MTA Transportation Revenue Bonds

e 2011B (COP

Cas W
Type of Derivative ﬂ

Libor Fixed Payer

2002F & 2003B-2 (Citi 2005B)
2005B-2,34

2005A (COPS 2004A)
2001C (COPS 2004A)
2000ABCD

2008A
2002D-2

Libor Fixed Payer

Cash Flow

Cash Flow
Cash Flow

~ N

-03 -

A

As of September 30, 2017
Effective Trade/Hedge Notional
ethodology Association Date Amount Fair Value
(Unaudited)

ent 6/2/2005 191.300 (31.703)
Synthetic Instrument 6/2/2005 573.900 (95.110)
Synthetic Instrument 4/12016 22.765 (3.301)
Synthetic Instrument 12/5/2016 57475 (2.911)
Synthetic Instrument 8/12/1998 34.150 (1.498)
Synthetic Instrument 3/8/2005 328.980 (49.328)
Synthetic Instrument 7/11/2002 200.000 (68.356)
Synthetic Instrument 9/10/2004 394.980 (72.204)
Synthetic Instrument 12/12/2007 357.500 (85.206)
Synthetic Instrument 4/12016 142.015 (12.997)
Synthetic Instrument 4/12016 56.220 (15.747)
Total § 2359285 § (438362)
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Derivative Instruments

Summary Information
(in $ millions) As of December 31, 2016
Cash Flow orA Effective Trade/Hedge Notional
Bond Resolution Credit Underlying Bond Series Type of Derivative Value Hedge Methodology Association Date Amount Fair Value

Cashflow Hedges
MTA Bridges and Tunnels Senior Revenue Bonds 2002F & 2003B-2 (Citi 2005B)  Libor Fixed Payer sh Flow nthetic Instrument 6/2/2005 192.200 (31.348)
MTA Bridges and Tunnels Senior Revenue Bonds 2005B-2,3,4 6/2/2005 576.600 (94.044)
MTA Bridges and Tunnels Senior Revenue Bonds 2005A (COPS2004A) Libor Fix 4/1/2016 23.230 (3.524)
MTA Bridges and Tunnels Senior Revenue Bonds 2005C (COPS2004A) 12/5/2016 70.500 (4.058)
MTA Bridges and Tunnels Subordinate Revenue Bonds 2000ABCD Synthetic Instrument 8/12/1998 55.800 (3.920)
MTA Dedicated Tax Fund Bonds 2008A Synthetic Instrument 3/8/2005 328.980 (51.300)
MTA Transportation Revenue Bonds 2002D-2 Synthetic Instrument 7/11/2002 200.000 (67.214)
MTA Transportation Revenue Bonds 2005D & 2005E Synthetic Instrument 9/10/2004 394.980 (73.319)
MTA Transportation Revenue Bonds 2012G Synthetic Instrument 12/12/2007 357.500 (83.394)
MTA Transportation Revenue Bonds 2002G- 004A) Synthetic Instrument 4/172016 155.815 (15.244)
MTA Transportation Revenue Bonds Synthetic Instrument 4/1/2016 46.555 (15.442)

Total $ 2402160 § (442.807)
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Fair Value at
Changes In Fair Value September 30, 2017
Amount Amount Notional
Classification (in millions) Classification (in millions) (in millions)
Government activities (Unaudited) (Unaudited) (Unaudited)
Cash Flow hedges:
Pay-fixed interest rate swaps Deferred outflow of resources  § 4.445 Debt $§  (438362)] §  2,359.285

Swap Agreements Relating to Synthetic Fixed Rate Debt

The guidelines establish limits on the amount of inte
specific requirements that must be satisfied for a
suggested swap terms and objectives, retention
collateralization requirements and reporting requiremen

Objectives of synthetic fixed rate debt. T
and MTA Bridges and Tunnels have entered i

advis

the use of swap contracts
ard on March 13, 2013.
rate derivatives that'may be outstanding and
ted Entity, to enter into a swap, contract, such as
credit ratings of the counterparties,

chieve cash flow savings through a synthetic fixed rate, MTA
separate pay-fixedjreceive-variable interest rate swaps

at a cost anticipated to be less than what MTA ‘andsMTA Bridges and Tunnels would have paid to issue
vance refunding to synthetically

fixed-rate debt, and in some cases where Fe

refund debt on a forward basis.

Terms and Fair Values,
MTA Bridges and Tunnels are reflected in the foll

fair values a

-

al tax lawsprohibits an

4

counterparties of the outstanding swaps of MTA and
ing tables (as of September 30, 2017).

olitan Tra{nsportation Authority
X . Fair Value
Related Bonds M;‘;:tre'ty Terms C("S‘Z‘;,e/r‘l’\zzzyda?sdg;tc‘z;gs as of 9/30/17
y (Unaudited)
Pay 4.45%; JPMorgan Chase Bank, NA
TRB 2002D-2 $200.000 /01/32 receive 69% 1M LIBOR (A+/ Aa3/ AA-) $ (68.356)
TRB 2005D & Pay 3.561%; UBS AG
2005E 296.235 O3S 1 eive 67% 1M LIBOR (A+/Al/AA-) (54.153)
Pay 3.561%; AIG Financial Products'
TRB 2005E TOL3S | Ceive 67% 1M LIBOR (BBB+/ Baal / BBB+) (18.051)
Pay 3.563%; JPMorgan Chase Bank, NA
TRB 2012G 11/15/12 11/01/32 receive 67% 1M LIBOR (A+/Aa3 /AA-) (85.2006)
Pay 3.3156%; Bank of New York Mellon
DTF 2008A 328.980 | 03/24/05 11/01/31 receive 67% 1M LIBOR (AA-/ Aa2 | AA) (49.328)
Total $1,281.460 $ (275.094)

!Guarantor: American International Group, Inc., parent of AIG Financial Products.
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MTA Bridges and Tunnels
Notional Fair Value
Amount as Effective Maturity Counterparty and Ratings as of
Related Bonds |~ .+ /30,17 Date Date Terms (S&P / Moody’s / Fitch) 9/30/17
(Unaudited) (Unaudited)
TBTA 2002F Pay 3.076%; Citibank, N.A.
& 2003B-2 $191.300 | 07/07/05 | OLOI32 | Coive 67% 1M LIBOR (A+/ A1/ A+) $(31.703)
Pay 3.076%; JPMorgan Chase Bank, NA
TBTA 2005B-2 191.300 | 07/07/05 01/01/32 receive 67% 1M LIBOR (A+/ Aa3/ AA-) (31.703)
Pay 3.076%; aribas North America
TBTA 2005B-3 191.300 | 07/07/05 01/01/32 receive 67% 1M LIBOR | A3/ A+ (31.703)
Pay 3.076%; UBS AG
TBTA 2005B-4 191.300 | 07/07/05 01/01/32 receive 67% 1M LIB (A+/ Al /AA-) (31.703)
TBTA Pay 6.08%; an Chase Bank, NA
2000ABCD 34.150 | 01/01/01 01/01/19 receive SIFM / Aa3 | AA-) (1.498)
TRB 2002G-1
& 2011B, 5 U.S.'Bank,N.A. 5
TBTA 2005A 139.237 04/01/16 01/01/30 (AA-/ ALLAA) (17.478)
& 2001C?
TRB 2002G-1
& 2011B, 3 Pay 3.52%; 3
TBTA 2005A 139.238 04/01/16 01/01/30 receive 67% 1M LIBOR Wells Fargo Bank, N.A. (17.478)
&2001C2 (AA-/ Aa2 / AA)
Total $1,077.825 ‘f $ (163.268)

'Tn accordance with a swaption entered into on August 12, 199
over the life of the swap agreement.

’Between November 22, 2016 and December 5, 2016, the Variabl
notional amounts from the Series were reassigned
2001C.
3Pursuant to an Interagency Agreement (following novations from
MTA is responsible for 21.0%, and, TBTA is responsible for 10.3% of

BTA receivedian upfront opt%mium of $22.740, which is being amortized

te @ertificates ation, Series 2004A were redeemed. Corresponding
A Bridges an nnels General Revenue Variable Rate Bonds, Series

in April 2016), MTA New York City Transit is responsible for 68.7%,
tranﬁaction.

LIBOR: London Interbank Offered

obligations. To mitig e exposure to credit risk, the swap agreements include collateral provisions in
the event of downgrades to the swap counterparties’ credit ratings. Generally, MTA and MTA Bridges
and Tunnels’ swap agreements contain netting provisions under which transactions executed with a single
counterparty are netted to determine collateral amounts. Collateral may be posted with a third-party
custodian in the form of cash, U.S. Treasury securities, or certain Federal agency securities. MTA and
MTA Bridges and Tunnels require its counterparties to fully collateralize if ratings fall below certain levels
(in general, at the Baal/BBB+ or Baa2/BBB levels), with partial posting requirements at higher rating
levels (details on collateral posting discussed further under “Collateralization/Contingencies”). As of
September 30, 2017, all of the valuations were in liability positions to MTA and MTA Bridges and
Tunnels; accordingly, no collateral was posted by any of the counterparties.
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The following table shows, as of September 30, 2017, the diversification, by percentage of notional
amount, among the various counterparties that have entered into ISDA Master Agreements with MTA
and/or MTA Bridges and Tunnels. The notional amount totals below include all swaps.

All\i::)tll::zlin % of Total
Counterparty S&P Moody’s Fitch Notional
thousands) Amount
(Unaudited)
JPMorgan Chase Bank, NA A+ Aa3 AA- $782,950 33.19%
UBS AG A+ Al AA- 487,535 20.66
The Bank of New York Mellon AA- Aa2 AA 328,980 13.94
Citibank, N.A. A+ Al 191,300 8.11
BNP Paribas North America, Inc. A Aa3 191,300 8.11
U.S. Bank National Association AA- Al 139,237 59
Wells Fargo Bank, N.A. AA- Aa2 139,238 5.9
AIG Financial Products Corp. BBB+ Baal 98,745 4.19
Total 2,359,285 100.00%

g

are exposed to interest'tate risk on the interest

ate swaps, as LIBOR or SIEMAg(as applicable)
ts o%waps increase.

Basis Risk. The risk that the variable rate of interest paid by the counterparty under the swap and the

variable interest rate paid by MTA or M ridges and Tunnels on the associated bonds may not be the

same. Ifthe counterparty’s rate under the s lower than the bond interest rate, then the counterparty’s

payment under the swap agreement does not\fully réimburse MTA o A Bridges and Tunnels for its

interest payment on the associated bonds. | Conversely,»if the b interest rate is lower than the
counterparty’s rate on the swap, there is a net benefitdto M A Bridges and Tunnels.

Interest Rate Risk. MTA and MTA Bridges and Tun
rate swaps. On the pay-fixed, receive variable int
decreases, MTA and MTA Bridges and Tunnels’

will be terminated and MTA or MTA Bridges and
payment to the counterparty and, in the case of a

in termination events applicable to all swaps entered into by
MTA and MTA Bridges and Tunnels have entered into
separate ISDA Master Agr each counterparty that govern the terms of each swap with that
counterparty, subject to individual terms negotiated in a confirmation. MTA and MTA Bridges and
Tunnels are subject to termination risk if its credit ratings fall below certain specified thresholds or if

termination. If, at of termination, a swap were in a liability position to MTA or MTA Bridges
and Tunnels, a termination payment would be owed by MTA or MTA Bridges and Tunnels to the
counterparty, subject to applicable netting arrangements.
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The following tables set forth the Additional Termination Events for MTA/MTA Bridges and Tunnels and
its counterparties.

MTA Transportation Revenue

Counterparty Name MTA Counterparty
AIG Financial Products Corp.;
JPMorgan Chase Bank, NA; Below Baa3 (Moody’s) or BBB- Below Baa3 (Moody’s) or BBB-
UBS AG (S&P)* (S&P)*

*Note: Equivalent Fitch rating is replacement for Moody' s or S&P.
MTA Dedicated Tax Fund
Counterparty Name MTA Counterparty
Bank of New York Mellon Below BBB (S&P) or B Fitch)* Belo (S(‘I;L/Ig)(:kiy ) or A-

*Note: Equivalent Moody' s rating is replacement for S&P or
**Note: Equivalent Fitch rating is replacement for Moody's or S&

N

MTA Bridges and Tunnels Senior Lien

Counterparty Name M ges and Tunnels Counterparty

*Note: Equivalent Fitchrating,is replacement for Moody's or

BNP Paribas North America, Inc.;
Citibank, N.A.; Below Baa2 (Moody’s) Below Baal (Moody’s) or BBB+
JPMorgan Chase Bank, NA; )* (S&P)*
UBS AG A
P.
4

nnels Subordinate Lien

Counterpart MTA Bridges and Tunnels Counterparty

rer below A3 (Moody’s) and
A- (S&P); and ,
JPMorgan Chase Bank, NA MTA Bridges and Tunnels Senior Lien Below Baa2 Eg/lg(:}());i y’s) or BBB
rating below Baa3 (Moody’s) and
BBB- (S&P)
U.S. Bank National A Below Baa2 (Moody’s) or BBB Below Baa2 (Moody’s) or BBB
Wells Fargo Bank, N.A. (S&P)* (S&P)**

*Note: Equivalent Fitch rating isreplacement for Moody'sor S&P. If not bel ow Investment Grade, MTA Bridgesand Tunnels
may cure such Termination Event by posting collateral at a Zero threshold.
**Note: Equivalent Fitch rating is replacement for Moody's or S& P.

MTA and MTA Bridges and Tunnels’ ISDA Master Agreements provide that the payments under one
transaction will be netted against other transactions entered into under the same ISDA Master Agreement.
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
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outstanding transactions and net the amounts so that a single sum will be owed by, or owed to, the non-
defaulting party.

Rollover Risk. The risk that the swap agreement matures or may be terminated prior to the final maturity
of the associated bonds on a variable rate bond issuance, and MTA or MTA Bridges and Tunnels 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. The following debt is exposed to rollover risk:

Associated Bond Issue Bond Maturity Date Swap Termination Date

MTA Bridges and Tunnels General Revenue Variable Rate

Bonds, Series 2001C (swaps with U.S. Bank/Wells Fargo) January 1,2032

January 1, 2030

MTA Bridges and Tunnels General Revenue Variable Rate

Refunding Bonds, Series 2002F (swap with Citibank, N.A) | Tovember 1

January 1, 2032

MTA Bridges and Tunnels General Revenue Variable Rate

Bonds, Series 2003B (swap with Citibank, N.A.) puary 1,2032

MTA Bridges and Tunnels General Revenue Variable Rate January 1,2030 (U.S.
Bonds, Series 2005A (swaps with U.S. Bank/Wells Fargo

and Citibank, N.A.)

ember 1, 5 Bank/Wells Fargo)
January 1, 2032 (Citibank)

November 1, 2041 January 1, 2030

MTA Transportation Revenue Variable Rate Bonds, Series
2011B (swaps with U.S. Bank/Wells Fargo)

Collateralization/Contingencies. Under th! majotity of the swap agreements, MTA and/or MTA Bridges
and Tunnels is required to post collateral in the event itsycredit rating falls below certain specified levels.
The collateral posted is to be in the form o ry sécurities, or certain Federal agency

sh, UsSET
securities, based on the valuations of the swap ements ity positions and net of the effect of
applicable netting arran%MTA and/ot MTA Bridges and Tunnels do not post collateral, the
swap(s) may be terminated by th nterparty(ie

4

te mid-market valuation of the MTA’s swaps subject to collateral
i gthe MTA was not subject to collateral posting based

MTA Transportation Revenue

MTA Collateral Thresholds (based

Counterparty Collateral

Counterparty on highest rating) Thresholds (bz}sed on highest
rating)
fgﬁi"j‘fgiﬁfﬁ;ﬁf Sfp'; Baal/BBB+: $10 million Baal/BBB+: $10 million
g ? ’ Baa2/BBB & below: Zero Baa2/BBB & below: Zero

UBS AG

Note: Based on Moody’s and S& P ratings. In all cases except JPMorgan counter party thresholds, Fitch rating is
replacement for either Moody' s or S& P, at which point threshold is based on lowest rating.
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MTA Dedicated Tax Fund

Counterparty Collateral Thresholds
(based on lowest rating)

Aa3/AA-: $10 million
Al1/A+: $5 million
Bank of New York Mellon N/A — MTA does not post collateral A2/A: $2 million
A3/A-: $1 million
Baal/BBB+ & below: Zero

Counterparty MTA Collateral Thresholds

Note: Counterparty thresholds based on Moody' s and S& P ratings. Fitch rating is replacement for either Moody’s or S&P.

MTA Bridges and Tunnels Senior Lien

MTA Bridges and Tunnels Counterparty Collateral
Counterparty Collateral Thresholds (based on resholds (based on highest
highest rating) rating)

BNP Paribas North America, Inc.;
Citibank, N.A.;

JPMorgan Chase Bank, NA;

UBS AG

Baal/BBB+: $30 milli
Baa2/BBB: $15

Baa3/BBB- & beloWw: Zero
Note: MTA Bridges and Tunnels thresholds based on Moody's, S& Fitchk Counterparty thresholds based on
Moody's and S& P ratings; Fitch rating is replacement for Moody's o )

MTA Bridges and Tunnels Subordinate Lien
MTA Bridges andyTunnels Collateral Counterparty Collateral

: $10 million
Baal/BBB+ & below: Zero

Counterparty Thresholds (based on'lowest rating) fl resholds (b? sed on lowest
rating)
JPMorgan Chase Bank, NA $1,000,000

Aa3/AA-: $15 million
Al/A+ to A3/A-: $5 million
Baal/BBB+ & below: Zero

U.S. Bank National Association; ‘

Wells Fargo Bank, N.A4

Note: Thresholds based on Mool itch rating is replacement for Moody's or S&P.

Swap pay ing tables contain the aggregate amount of estimated
variablé-rate bond de wap payments during certain years that such swaps were entered
intodn order to: protect a of rising interest rates; achieve a lower net cost of borrowing;

prohibits an advance refunding, achieve debt service savings through a synthetic fixed rate. As rates vary,
variable-rate bo ents and net swap payments will vary. Using the following assumptions,
TA’s and MTA Bridges and Tunnel’s outstanding variable-rate debt and
net swap payments ated to be as follows:

e [tis assumedhat 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) (Unaudited)
Period Ended Variable-Rate Bonds
Net Swap
September 30, Payments Total
2017 Principal Interest
2017 344 51.5 (5.5 80.4
2018 35.8 50.1 54 80.6
2019 55.6 48.6 (5.2) 99.0
2020 384 46.5 4.9 80.0
2021 58.3 44.9 4.7 98.5
2022-2026 331.6 186.9 (1 499.6
2027-2031 617.0 351.7 . 958.3
2032-2035 370.8 152.3 (1.9) 521.2
MTA Bridges and Tunnel
(in millions) (Unaudited
Period Ended Variable-Rate Bonds Net Swap
September 30, Payments Total
2017 Principal Inte
2017 59.2 2. (6.0) 95.4
2018 62.5 39.7 (6.6) 95.7
2019 434 38.0 (6.9) 74.5
2020 25.4 37.0 (6.9) 55.6
2021 26.6 ‘ 36.0 (6.8) 55.8
2022-2026 175.1 159.6 (32.2) 302.0
2027-2031 543.0 95.3 .8) 6154
2032-2035 184.1 15 ﬁ.l) 185.5
LEASE TRANSACTI(%R
Leveraged Lease Transactions: Subway Cars uring 1995, MTA Bridges and Tunnels entered into

a sale/leaseback transaction with
cars, which were contrib

ird party wherebyyMTA Bridges and Tunnels sold certain subway
York City Transit, for net proceeds of $84.2. These cars were

subsequentl unnels under a capital lease. The advanced credit of
$34.2 was e leased assets, and the assets were recontributed to the
MTA New York Cit it. idges and Tunnels transferred $5.5 to the MTA, representing the
ne%)\rrlomic benefit of t i remaining proceeds, equal to the net present value of the lease
obligation,of which $71.3 an irrevocable deposit account at ABN AMRO Bank N.V. and

the lease as the n 2016, the balance in the irrevocable deposit account and the investments
in U.S. Treasury iquidated and used to settle the obligations related to the subway car lease.

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 transferzed ownership of certain MTA
New York City Transit subway cars to the MTA, the MTA sold those third party, and the MTA
leased those cars back from such third party. The MTA subleased the to MTA New York City Transit.
The lease expires in 2033. At the lease expiration, the MTA has ion of either exercising a fixed-

68.1, which was utilized
the lenders to the third party, which affiliate has

e rent obligations under the leasesattributable to
the debt service on such loan from such third pa r. The/obligations of the affiliate of the third

party’s lender are guaranteed by American International p, Inc. MTA also purchased FNMA and
U.S. Treasury securities in amounts and with maturities which are sufficient to make the lease rent
payments equal to the debt service on t% from the other lender to the third party and to pay the
remainder of the regularly scheduled rent der that lease and the purchase price due upon exercise
by the MTA of the fixed price purchase option ifexercised. The ?\nt remaining after payment of

transaction expenses, $7.4, was the MTA’s benefit from the transaction.

Leveraged Lease Trans ubway Car On Septe 25,2003 and September 29, 2003, the
MTA entered into twodsale ck transactions whereby MTA New York City Transit transferred
ownership of certaindMTA New York City Transit'subway cars to the MTA, the MTA sold those cars to
third parties, and the MTAuleased those cars back fromystich third parties. The MTA subleased the cars to
MTA New York City Tra ire in 2033. At the lease expiration, MTAHQ has the option
isi or the cars or returning the cars to the third-party owner.

Underthe terms of th reements, the MTA initially received $294, which was utilized as
followsaln the case of on MTA paid $97 to an affiliate of one of the lenders to the third
party, which affiliate has t ligation to pay to the MTA an amount equal to the rent obligations under
the lease attributable to the debt service on the loan from such third party’s lender. The obligations of the
affiliate of such third party’s lender are guaranteed by American International Group, Inc. In the case of
the other lease, ased U.S. Treasury debt securities in amounts and with maturities, which
are sufficient for t make the lease rent payments equal to the debt service on the loan from the
lender to that third p n the case of both of the leases, the MTA also purchased Resolution Funding
Corporation (“REFC@”) 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 was 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. 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 each lease by December 21, 2008.

On December 17,2008, MTA terminated the Ambac Assurance Corp
that closed on September 25, 2003 and since then MTA has p
obligations as replacement collateral. As of September 30, 201
was $37.4.

ety bond for the lease transaction
short-term U.S. Treasury debt
alue of total collateral funds

On January 12, 2009, MTA provided a short-term U.S¢ Treasury debt obligation as,additional collateral
in addition to the Ambac Assurance Corp. surety b or the lease transaction that.closed’on September
29, 2003. From time to time, additional collateral has ‘ke added such that the total market
value of the securities being held as additional collateral d to-be sufficient to pay the remainder
of the regularly scheduled lease rent payments under the lease., As of September 30, 2017, the market
value of total collateral funds was $52.7.\

MTA Hudson Rail Yards Ground Leases -~ In'then1980’s, the MTA déveloped a portion of the Hudson
Rail Yards as a storage yard, car wash and repair facility for.the Long Island Railroad Company (“LIRR”)

rail cars entering Manhattan. It was anticipate ir rights above the Hudson Rail Yards
would be developed to mmwng needs i mmercial, retail, residential and public
space in Manhattan. Thé Hu il Yards is a ea of approximately 26-acres bounded by
10th Avenue on the east, 12th Avenue on the west, 30th Street on the south and 33rd Street on the North.
The Hudson Rail Yards is, divided into the Eastern Rail Yards (“ERY”) and the Western Rail Yards

elopmentteam led by the Related Companies, L.P to develop
n the ERY and the WRY.

udson Rail Yards, the MTA entered into 99-year ground leases
a limiting plane above the tracks (from 31st to 33rd Streets)
s (from 30th to 31St Streets) within the boundary of the Hudson
Rail Yards(“Ground Leased Property”). The Balance Leases do not encumber the railroad tracks, which
will continueto be used for sportation purposes.

, each with a 99-year term (beginning December 3, 2012), entered into
between the MTA, a dlord, and a special purpose entity controlled by Related-Oxford, as Ground
Lease tenants, all of which Ground Leases demise the Eastern Rail Yards (“ERY”) and were severed from
the ERY Balance Lease, dated as of April 10, 2013:

The following gro

the Ground Lease demising the Tower A Severed Parcel, also known as 30 Hudson Yards.
the Ground Lease demising the Tower D Severed Parcel, also known as 15 Hudson Yards.

the Ground Lease demising the Tower E Severed Parcel, also known as 35 Hudson Yards.
the Ground Lease demising the Retail Podium Severed Parcel.

the Ground Lease demising the Retail Pavilion Parcel.

© © © © ©

-103 -

Master Page # 116 of 455 - Audit Committee Meeting 1/22/2018



The 99-year West Side Rail Yard (“WRY”) Balance Lease (beginning December 3, 2013) between the
MTA and a special purpose entity controlled by Related-Oxford demising the WRY and the Severed Parcel
Leases to be entered into upon the creation of Severed Parcels that may be severed from the WRY, at the
option of the applicable Ground Lease Tenant, upon satisfaction of certain conditions, in order to construct
improvements thereon in accordance with the terms of the applicable Severed Parcel Lease.

Both the ERY and WRY Ground Leases were pledged as security for the Series 2016A Hudson Yards
Trust Obligations.

The MTA has also entered into the following ground leases which do not
security for the Series 2016A Hudson Yards Trust Obligations:

ovide a source of payment or

- the now-terminated ground lease demising Tower C, also
the Ground Lease tenant closed on its exercise of its Fee
which MTA received $120.

10 Hudson Yards, as to which
ption on August 1, 2016 for

oes not pay any MonthlyyGround Rent, and

arcel Moes not pay any Monthly Ground

- the ground lease demising the Culture Shed, whi

- the ground lease demising the Open Space
Rent.

The Severed Parcel Ground Leases required Ground Lease Tenants, at their sole cost and expense, to
construct the Long Island Railroad Roo Roof”) over the'Long Island Railroad tracks in the
Hudson Rail Yards, which LIRR Roof will serve as'the foundation for substantial portions of the buildings
and other improvements being constructed putsuantto each Severed ?fel Ground Lease. Each Ground

Lease tenant has the option to purchase fee title to the G sed Property at any time following
ound Lea roperty.

completion of constructio building on t

The MTA has classified the ERY"and WRY Ground Leases as operating leases. If at the inception of the
ground leases, the deases meet one or more of the following four criteria, the lease should be classified as
a capital lease. Otherwi classified as an operating lease. The ERY and WRY Ground
Leases did n ingscriteria;

by and expected to be realized by the lessor.
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Minimum rent receipts for ERY and WRY Ground Leases are as follows as of September 30, 2017
(Unaudited):

Year ERY WRY Total

2017 2 - 2
2018 9 14 23
2019 18 16 34
2020 19 16 35
2021 19 32 51

Thereafter 906 1,591
Total $ 973 $ 1,669 $
Other Lease Transactions — On July 29, 1998, the MTA, (s of MTA Long Island Rail

Road and MTA Metro-North Railroad, MTA New Yor it, A Bridges and Tunnels)
entered into a lease and related agreements whereby agency, as sublessee, will rent, for an initial
stated term of approximately 50 years, an office buil at Two Broadway in lowerManhattan. The lease
term expires on July 30, 2048, and, pursuant to ce isionskswable for two additional 15-year
terms. The lease comprises both operating (for the lease d) ital (for the lease of the building)
elements. The total annual rental payments over the initial lease term are $1,602 with rent being abated
from the commencement date through June 30, 1999. The MTA made rent payments of $19 and $25 for

the period ended September 30, 2017 a cember 31, 2016, respectively. In connection with the
renovation of the building and for tenant improvements, the MTA issued ?121 and $328 in 2000 and 1999,

respectively, of certificates of participation: In 2004, itsissued approximately $358 of certificates of

iously‘issu ificates. During October 2016, the MTA
outstanding principal am $70.5, along with accrue rest, was prepaid using certain cash
amounts made availableﬁof the issuance of MTA Transportation Revenue Refunding Bonds,
Series 2016D, alonggwith other available moneys of MTA Bridges and Tunnels (see Note 7). The office

building at 2 Broadway, is principally occupied by MTA New York City Transit, MTA Bridges and
Tunnels, MTA Capital cti

participation that partially refunded the two pr

additional 110 years an
amendment, grants the M
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
re of development rights appurtenant to Grand Central Terminal and the
associated zoning ended lease comprises both operating (for the lease of land) and capital (for

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.

Total rent expense under operating leases approximated $50.2 and $33.3 for the periods ended September
30, 2017 and 2016, respectively.
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At September 30, 2017, the future minimum lease payments under non-cancelable leases are as follows
(in millions):

Years Operating Capital
(Unaudited)
2017 $ 37 $ 18
2018 62 19
2019 61 22
2020 60 30
2021 21
2022-2026 140
2027-2031 102
2032-2036 545
20372041 139
2042-2046 153
Thereafter \ 249
Future minimum lease payments $ 2,027 1,438
Amount representing interest (13004
Total present value of capital lease obligations 434
Less current present value of capital lease obligations 4
Noncurrent present value of capital lease obligations \ $ 430
Capital Leases Schedule ‘
For the Period Ended September 30,2017 y
(in millions)
ece crease Decrease June 30,
Descripti 2016 2017
A (Unaudited) (Unaudited)
Sumitomo 15 $ - 3 - 3 15
Met Life 5 - - 5
Met Life Equity 4 19 - - 19
Bank of New York 22 - - 22
34 - - 34
16 - - 16
35 1 - 36
50 - - 50
Grand Central Terminal & H
Railroad Lines 14 - - 14
2 Broadway Li 169 - - 169
2 Broadway 54 - - 54
Total MTA Capital $ 433 $ 1 3 - 8 434
Current Portion Obligations under Capital Lease 4 4
Long Term Portion Obligations under Capital Lease $ 429 $ 430
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Capital Leases Schedule
For the Year Ended December 31,2016
(in millions)
December 31, Increase Decrease December 31,

Description 2015 2016

Sumitomo $ 15 3 - 9 - 9 15
Met Life 5 - - 5
Met Life Equity 19 - - 19
Bank of New York 22 - - 22
Bank of America 32 2 - 34
Bank of America Equity 16 - 16
Sumitomo 38 4 35
Met Life Equity 47 - 50
Grand Central Terminal & Harlem Hudson

Railroad Lines 1 - 14
2 Broadway Lease Improvement 16 6 169
2 Broadway 53 - 54
Subway Cars 1 108 -
Total MTA Capital Lease 17 $ 118  §$ 433
Current Portion Obligations under Capital Lease 4
Long Term Portion Obligations under Capital Lease $ 525 $ 429

FUTURE OPTION

d entered into an A{Space Parcel Purchase and Sale

Develop pany, LLC (“AADC”) pursuant to
rchase fee title to a parcel (subdivided into six sub-
parcels) of air space above the ong Island Railroad Vanderbilt Yard in Brooklyn, New York. Initial
annual payments of'$2 (covering all six sub-parcels) commenced on June 1, 2012 and are due on the
following three anniversaries of t ate. Starting on June 1, 2016, and continuing on each anniversary
thereof through and inclu nual option payment in the amount of $11 is due. The
Agreement lly earned by MTA as of the date due in consideration
of the coftinuing g e rights to purchase the air space sub-parcels, (ii) are non-refundable
except under certain 1 i

In 2010, MTA and MTA Long Island Rail
Agreement (“Agreement”) with Atlantic Yar
which AADC has obtai usive right t

by them at and1
on the purchase
an amount, when d1 d at 6.5% per annum from the date of each applicable payment that equals a
present value of $80 as of January 1, 2010. The purchase price of any particular air space sub-parcel is
equal to a net present value as of January 1, 2010 (calculated based on each applicable payment) of the
product of that sub-parcel’s percentage of the total gross square footage of permissible development on
all six air space sub-parcels multiplied by $80.
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10.

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 period ended September 30, 2017 and
year ended December 31, 2016 is presented below (in millions):

September 30 December 31,
2017 2016
(Unaudited)
Balance — beginning of year $ 3,441 2,883

Activity during the year:
Current year claims and changes in estimates
Claims paid
Balance — end of year
Less current portion
Long-term liability

1,448

See Note 2 for additional information on MTA’s lial

COMMITMENTS AND CONTINGENCIES

evaluates its exposure with respect to suc ers. When the expensg, if any, to clean up pollutants and/or

The MTA Group monitors its properties for the presence of pollutants and/or hazardous wastes and
hazardous wastes is estimable it is accrues !y the'MTA (see Note 12).

Management has reviewed with counsel all actions and. proceedings &g against or involving the MTA
Group, including personal injury claims. Although the ultiWome of such actions and proceedings
cannot be predicted Witﬁat this time, management believes that losses, if any, in excess of
amounts accrued resulting from'those actions will not be material to the financial position, results of
operations, or cash/flowsiof the MTA.

Under the terms of feder
questioned
reimbursements to
ultimate repayments re

riodic audits are required and certain costs may be
nder the terms of the grants. Such audits could lead to
ies. While there have been some questioned costs in recent years,
ve been infrequent.

Financial Guarantee — Moynihan Station Development Project - On May 22, 2017, the MTA Board
approved entering into various agreements, including a Joint Services Agreement (“JSA”), necessary to
effectuate Phas f the Moynihan Station Development Project (the "Project"), which will entail the
redevelopment o . Farley Post Office Building to include a new world-class train hall to be
shared by National d Passenger Corporation ("Amtrak"), the Long Island Rail Road and Metro-
North Commuter Railroad (the "Train Hall"), as well as retail and commercial space (Retail and
Commercial Space).

On July 21, 2017, New York State Urban Development Corporation d/b/a Empire State Development
(“ESD”) executed a TIFIA Loan Agreement with the United States Department of Transportation (the
“TIFIA Lender”) in an amount of up to $526 (the “TIFIA Loan”), with a final maturity date of the earlier
of (1) October 30, 2055 and (2) the last semi-annual payment date occurring no later than the date that is
thirty-five (35) years following the date on which the Train Hall is substantially completed. The proceeds
of the TIFIA Loan are being used to pay for costs of the construction of the Train Hall. The TIFIA Loan
is secured by a mortgage on the Train Hall property. The principal and interest on the TIFIA Loan is
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payable from a pledged revenue stream that primarily consists of PILOT payments to be paid by certain
tenants in the Retail and Commercial Space. The amount of the PILOT payments is fixed through
September, 2030 and is thereafter calculated based upon the assessed value of the properties as determined
by the City. The TIFIA Loan is further supported by a TIFIA Debt Service Reserve Account, which is
funded in an amount equal to the sum of the highest aggregate TIFIA debt service amounts that will
become due and payable on any two consecutive semi-annual payment dates in a five-year prospective
period.

Simultaneously with the execution of the TIFIA Loan Agreement, the JSA was entered into by and among
the MTA, the TIFIA Lender, ESD, and Manufacturers and Traders Trust Company (as Pilot trustee).
Under the JSA, MTA is obligated to satisfy semi-annual deficiencies i IA Debt Service Reserve
Account. MTA’s obligations under the JSA are secured by the sa oneys available to MTA for the
payment of the operating and maintenance expenses of the operati i

MTA'’s obligation under the JSA remains in effect until the earl
Date (as defined in the JSA and generally summarized b )\(b) the date o ich the TIFIA Loan has
been paid in full and (¢) foreclosure by the TIFIA Lender under the Mortgage (as defined in the TIFIA

Loan Agreement).
The obligations of the MTA under the JSA will be terminated ahﬂased on the date (the “MTA JSA
Release Date”) on which each of the following conditions have been satisfied: (a) substantial completion
of (1) the Train Hall Project and initiati LIRR and Amtrak of transportation operations therein, and
(2) the Retail and Commercial Space; (b) erial construction'¢claims have been discharged or settled;
(c) the PILOT payments have been calculated ‘based, upon assessed valuie for at least three years (i.e.,
2033); (d) certain designated defaults or events of default, under thﬁli IA Loan Agreement have not
occurred and are continuing; and (e) either of followinysts shall have been satisfied:

* Release Test Am debt service coverage ratios have equaled or exceeded levels

set forth infthe JSA, taking into consideration assessment appeals; (b) occupancy levels

have equaled or exceeded levels set forth imthe JSA; and (c) the TIFIA Loan is rated no
one rating agency, all as more fully described in the

On the date the JSA was executed and delivered, MTA deposited $20 into an account, which MTA invests,
to be used in‘aceordance with the JSA to reimburse MTA in the event it is obligated under the JSA to

On June 12, 2017, th A entered into a Memorandum of Understanding with ESD and the New York
State Division of the Budget (the "Division") whereby the Division agreed that in the event in any given
year during the term of the JSA (i) the MTA is required to make a semi-annual deficiency payment to the
TIFIA Debt Service Reserve Account, and (ii) the Division has determined that the MTA has incurred an
expense that would otherwise have been incurred by the State of New York (the “State Expense”), the
Division will consider entering into a cost recovery agreement with the MTA pursuant to subdivision 4
of Section 2975 of the Public Authorities Law (the “PAL”) for such year that will provide that in lieu of
paying the full assessment pursuant to subdivisions 2 and 3 of Section 2975 of the PAL in any such year,
any such assessment shall be reduced by the State Expense.
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12. POLLUTION REMEDIATION COST

In accordance with GASB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obligations, an operating expense provision and corresponding liability measured at its
current value using the expected cash flow method is recognized when an obligatory event occurs. The
MTA recognized pollution remediation expenses of $2 and $5 for the periods ended September 30, 2017
and 2016, respectively. A summary of the activity in pollution remediation liability at September 30, 2017

and December 31, 2016 were as follows:

September 30,

(Unaudited)

Balance at beginning of year
Current year expenses/changes in estimates
Current year payments

Balance at end of year

Less current portion

Long-term Lability

13. CURRENT AND NON-CURRENT LIABILITIES

$

December 31,
2016

Changes in the activity of current and nown liabilities for the periods ended September 30, 2017

and December 31, 2016 are presented below:

ance :

Balance Balance
December 31, s September 30,
Additions ductions Additions  Reductions 2017
Current liabilities: (Unaudited) (Unaudited)
Accounts payable P 52 § 19 8 § 545
Interest - 226 i 599
Salaries, wages and payroll taxes §) 251 70 31
Vacation and sick pay, - 911 18 929
Current portion —<etirement an - 15 20 35
Capital acc 43) 436 129 565
Other expenses - 648 4 690
Unearned revenues 5T 60 631
Total current liabilities $ 332§ 260 § (48) 3584 § 131§ § 4315
Non-current liabilities:
Contract retainage payable 20§ 28 8 309 § 37 0§ $ 346
Other long-term liabilities 307 10 317 16 333
Total non-current liabilities 588 § 38 8§ 626 § S3 § § 679
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14.

FUEL HEDGE

MTA partially hedges its fuel cost exposure using financial hedges. All MTA fuel hedges provide for up to 24 monthly settlements. The table

below summarizes twenty-four (24) active ultra-low sulfur diesel (“ULSD”) hedges in whole dw

Bank of JPM -
Counterparty J. Aron & America J. Aron & J. Aron & Ventures Macquarie Macquarie Macquarie
Company Merrill Lynch Company Company Energy Energy LLC | Energy LLC | Energy LLC
Trade Date 10/29/2015 11/24/2015 12/17/2015 1/27/ \ 3/29/2016 4/28/2016 5/26/2016
Effective Date 2/1/2016 11/1/2016 12/1/2016 l%ﬁ 2/1/2017 3/1/2017 4/1/2017 5/1/2017
Termination Date 9/30/2017 10/31/2017 11/30/2017 18/31/2017 1/31/2018 3/31/2018 4/30/2018
Price/Gal $1.7100 $1.6515 $1.4825 || $1.2760 $1.3100 $1.5535 $1.6225
Original Notional Quantity 5,631,317 4,863,189 4,266,180 I 4,527,533 4,728,640
JPM -
Counterparty J. Aron & J. Aron & Magcquarie J. Aron Macquarie J. Aron & J. Aron & Ventures
Company Company Ene Company rgy LLC Company Company Energy Corp
Trade Date 6/30/2016 7/28/2016 8/2 /22/2016 016 11/22/2016 12/20/2016 1/26/2017
Effective Date 6/1/2017 7/1/2017 8/1/2017 17 11/1/2017 12/1/2017 1/1/2018
Termination Date 5/30/2018 6/30/2018 7/31/2 , 10/31/2018 11/30/2018 12/31/2018
Price/Gal $1.6515 $1.6350 $1.597 $1.6240 $1.6670 $1.7657 $1.7485
Original Notional Quantity 4,813,146 4,780,987 4,671,33 | 4,801,475 4,879,859 5,122,068 5,111,306
Counterparty J. Aron & Aron & J. Aron & J. Aron & J. Aron & J. Aron &
Cargill Company Company Company Company Company
Trade Date 2/28/2017 | 3/28 5/30/2017 6/27/2017 7/26/2017 8/29/2017 9/22/2017
Effective Date /1/2018 <} 53/1/2019 4/1/2019 5/1/2019 6/1/2019 7/1/2019 8/1/2019 9/1/2019
Termination Date 1/31/2019 3/3142020 4/30/2020 5/31/2020 6/30/2020 7/31/2020 8/31/2020
Price/Gal $1.5915 $1.6085 $1.5225 $1.6180 $1.6315 $1.7205
Original Notional Quantity 4,594,937 4,687,603 4,436,967 4,715,260 4,754,602 5,013,957

The monthly settlements are base es of the respective commodities whereby MTA will either receive a payment, or make a
payment to the various counterparties he average monthly price of the commodities in relation to the contract prices. At a contract’s
termination date, the MTA will take deliv ¢ fuel. As of September 30, 2017, the total outstanding notional value of the ULSD contracts was
53.8 million gallons with a positive fair market value of $7 (unaudited). The valuation of each trade was based on discounting future net cash

flows to a single current amount (the inconie approach) using observable commodity futures prices (Level 2 inputs).
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15. CONDENSED COMPONENT UNIT INFORMATION

The following tables present condensed financial information for MTA’s component units (in millions).

Triborough
Metro- New York Bridge and
North Long Island  City Transit Tunnel Consolidated

September 30, 2017 (Unaudited) MTA Railroad Railroad Authority Authority Eliminations Total
Current assets $ 7329 $ 208 $ 206 $ 574§ 567 $ 26) $ 8,858
Capital assets 9,310 4,704 5,938 40,674 5,845 - 66,971
Other Assets 10,916 5 - 1 627 (10,496) 1,054
Intercompany receivables 797 80 132 1,564 4 (2,569) -
Deferred outflows of resources 1,621 242 366 918 538 (670) 4,015
Total assets and deferred outflows of resources $ 30473 $ 5,239 $ 6,642 $ $ 7,573 $ (13,761) $ 80,898
Current liabilities $ 3,571 $ 270§ 2464 $ 1837  § 851 $ (3300 $ 6,445
Non-current liabilities 32,824 21,913 10,441 (28) 68,448
Intercompany payables 2,280 589 (3,064) -
Deferred inflows of resources 54 40 (563) 322
Total liabilities and deferred inflows of resources $ 38,729 $ $ $ 3,985) $ 75,215
Net investment in capital assets $ (25395 § 4690 $ 5938 § 40,505 $ (74) $ 26919
Restricted 2,289 - 4 - (468) 2,701
Unrestricted 14,850 (20,371) (9,234 (23,937)
Total net position $ (8256) $ 20,134 $ 9,776) $ 5,683
For the period ended September 30, 2017
(Unaudite d)

Fare revenue 3339 $ - $ - $ 4,590

Vehicle toll revenue - 1,430 - 1,430

Rents, freight and other revenue 322 14 (41) 437
Total operating revenue 3,661 1,444 (41) 6,457

Total labor expenses 5,531 235 (26) 8,222

Total non-labor expenses 1,312 168 47) 2,307

Depreciation 1,225 118 - 1,852
Total operating expenses 1,308 1,165 1,392 8,068 521 (73) 12,381
Operating (deficit) surplus (810) (4,407) 923 32 (5,924)

Subsidies and grants - 237 6 (79) 873

Tax revenue 3,972 - - 2,112 - (1,746) 4338

Interagency 573 280 578 197 - (1,628) -

Interest e (952) - - ?2) (232) (15) (1,201)

Other (1,071) - - (1) 2 1,265 195
Total non-ope 3,150 361 578 2,543 (224) (2,203) 4,205
Income (Loss) befo iati 2,068 (219) (232) (1,364) 699 (2,171) (1,719)
Appropriations, grants a r receipts externally

restricted for capital projects (915) 250 510 563 (570) 1,957 1,795
Change in net position 1,153 31 278 (1,301) 129 (214) 76
Net position, beginning of period (9,409) 3,746 3874 21,435 (4477) (9,562) 5,607
Net position, end of period Y $ (8256) $ 3777 $ 4152 § 20,134 $ (4348) $ 9,776) S 5,683
For the period ended September 30, 2017
(Unaudite d)
Net cash (used in) / provided by operating activities $ 985 $ (340) $ 615 $ (1974) $ 1,036 $ 49 S (2,927)
Net cash provided by / (used in) non-capital

financing activities 3,826 368 615 2,621 (560) (2,537) 4333
Net cash (used in) / provided by capital and related

financing activities (3,053) (29) (7) (733) (291) 2,536 (1,577)
Net cash (used in) / provided by investing activities (205) - - 76 (293) 50 (372)
Cash at beginning of period 524 14 13 61 120 - 732
Cash at end of period $ 107 $ 13 $ 6 $ 51 $ 12 $ - $ 189
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December 31, 2016

Current assets

Capital assets

Other Assets

Intercompany receivables

Deferred outflows of resources

Total assets and deferred outflows of resources

Current liabilities

Non-current liabilities

Intercompany payables

Deferred inflows of resources

Total liabilities and deferred inflows of resources

Net investment in capital assets
Restricted

Unrestricted

Total net position

For the period ended September 30, 2016
(Unaudited)

Fare revenue

Vehicle toll revenue

Rents, freight and other revenue
Total operating revenue

Total labor expenses
Total non-labor expenses
Depreciation

Total operating expenses

Operating (deficit) surplus

Subsidies and grants
Tax revenue
Interagency subsidy
Interest expense
Other

Total non-operating

Restatement of beginnin,
Net position, end of period

For the period ended September 30, 2016

(Unaudited) y

Net cash (used in) / provided by operating activities

Net cash provided by / (used in) non-capital
financing activities

Net cash (used in) / provided by capital and related
financing activities

Net cash (used in) / provided by investing activities

Cash at beginning of period

Cash at end of period

Triborough

Metro- New York Bridge and
North Long Island  City Transit Tunnel Consolidated
MTA Railroad Railroad Authority Authority Eliminations Total

7269 § 21§ 20 § 593 § 924§ 432) $ 8295
8,982 4,616 5,714 39,906 5,229 71 64,518
10,457 5 - 72 4 (9,565) 973

382 70 89 2,124 470 (3,135 -
1,525 231 366 1,402 488 (180) 3,832
28,615 § 5,143 § 6,380 § 44,097 § 6,615 § (13,241) § 77,618
3406 $ 2711 § 246 8§ 1710 § 812§ 442) § 6,003
31,821 1,047 2,207 20,741 10,011 (143) 65,684

2,741 54 39 259 (3,093) -

56 25 23 2 10 - 324
38,024 § 1,397 § 2515 48§ 22661 § 11,092 § (3,678) $ 72,011
(25258) § 4602 § 5714 8 39809  § 911§ 22) § 25,756

1,383 511 (429) 1,465
14,466 (5.899) (9,112) (21,614)
(9,409) § $ 214 4477 §  (9,563) $ 5,607
3293 $ (O 4,500
- - 1,405
312 23 (45 440
3,605 1,428 (46) 6,345
5,408 229 27 8,016
1,258 157 (49) 2,087
1,240 84 1 1,818
7,906 470 (75) 11,921
(4,301) 958 29 (5,576)
237 6 252 883
3,954 - - 2,027 - (1,464) 4517
478 199 - (1,495) -
- Q] (244) (O] (1,100)
- - 1 1,990 165
S 478 2,456 (237) (721) 4,465
1,229 (223) (301) (1,845) 721 (692) (L111)
(252) 180 347 1,130 (575) 690 1,520
977 (43) 46 (715) 146 ) 409
(8,961) 3,699 3,829 21,303 (4,556) (9481) 5,833
(7984) § 3656 $ 3875 § 20588 § (44100 § (9,483 § 6,242
(859) (335) (496) (1,942) 1,155 (12) (2489)
4,048 334 506 2,537 (563) (2414) 4448
(1,386) ) (6) (769) (295) 2425 (33)
(1,945) - - 165 (297) 1 (2,076)
357 15 5 63 14 - 454
215§ 12§ $ 54 8 14§ - $ 304
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16. SUBSEQUENT EVENTS

On October 6, 2017, MTA Bridges and Tunnels issued $400 General Revenue Bond Anticipation
Notes, Series 2017A. The bonds, which mature February 15, 2018, were issued to finance existing
approved bridge and tunnel projects.

On October 20, 2017, MTA effectuated a mandatory tender for the purchase and remarketing of $99
Transportation Revenue Variable Rate Bonds, Series 2011B, and $73 Transportation Revenue
Variable Rate Refunding Bonds, Subseries 2012G-4, because its current interest period expired by its
terms. The bonds have a maturity of November 1, 2022.

On October 25, 2017, MTA issued $1,000 of MTA Transportation Reverﬁond Anticipation Notes,
Series 2017C, to finance existing approved transit and commuter projects.

On October 26, 2017, MTA executed a 2,612,515 gallon ultfa-low sulfur diesel fuel hedge with
Goldman Sachs & Co./J Aron at an all-in price of $1.7635\hole d per gallon. The hedge
covers the period from October 2018 through Septembw

On November 3, 2017, MTA effectuated a mandatory tender and remar $165 of MTA

Subseries 2017C-1 and $200 General Reve
bonds were issued to refinance certain o

Goldman Sachs & €o./J Aron at an all-in price.of $1.8520 (whole dollars) per gallon. The hedge

covers the perio ovember 2018 through Qetober 2019.
On December 13, 2017, a one-year extension of the (1) long-term contract
i Power “Authority to supply electricity to all the MTA agencies for

nswithin the City of New York and Westchester County and (2) Energy Services
n NYPA andsthe MTA. The extension is through December 31, 2018.

er 13, 2017,
Revenue
period expi its terms

TA effectuated a mandatory tender and remarketed $71 of MTA
able Rate Bonds, Subseries 2005E-2 because its current interest rate
he bonds have a maturity of November 1, 2035.

On December 14, 2047, MTA issued $1,821 Transportation Revenue Refunding Green Bonds,
Subseries 2017C-1 and $200 Transportation Revenue Refunding Green Bonds, Subseries 2017C-2.
The bonds were issued to refund certain outstanding Transportation Revenue Bonds.

On December 21, 2017, MTA issued $643 Transportation Revenue Refunding Bonds, Series 2017D
with maturities through November 15, 2039. The bonds were issued to refund certain outstanding
Transportation Revenue Bonds.

On December 27, 2017, MTA executed a 2,870,574 gallon ultra-low sulfur diesel fuel hedge with
Goldman Sachs & Co./J Aron at an all-in price of $1.9050 (whole dollars) per gallon. The hedge
covers the period from December 2018 through November 2019.

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

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Changes in the MTA's Net Pension Liability and Related Ratios for Single E

($ in thousands) Additional Plan R Cash Balance Plan MTA Defined Benefit Plan
Plan Measurement Date (December 31): 2015 2014 . 2014 2015 2014
Total pension liability: '3

Service cost $ 3441 $ 3,813 $ = ‘ | . $ - $ 124,354 $ 121,079

Interest 106,987 110,036 4 32 288,820 274,411

Effect of economic / demographic (gains) or losses 6,735 - 0) - 121,556 -

Effect of assumption changes or inputs - - - (76,180) -

Effect of plan changes - - 6,230 -

Differences between expected and actual experience - - (1,596) - - - 2,322

Benefit payments and withdrawals (157,071) (156,9 (179,928) (175,447 (113) (88) (199.,572) (191,057)
Net change in total pension liability (39.,908) (43,125) 60,525 118,935 (76) (56) 265,208 206,755
Total pension liability—be ginning 1,602,159 1,645,284 3,212,529 710 766 4,099,738 3,892,983
Total pension liability—ending(a) 1,562,251 1,602,159 3,331,464 634 710 4,364,946 4,099,738
Plan fiduciary net position:
Employer contributions 407,513 214,881 226,374 18 - 221,694 331,259
Member contributions , 1,304 16,321 15,460 - - 34,519 26,006
Net investment income 527 21,231 105,084 6 41 (45,122) 102,245
Benefit payments and withdrawals (156,974) 8) (175,447) (113) (88) (199,572) (191,057)
Administrative expenses 975) (74) 3 3) (1,962) (9,600)
Net change in plan fiduciary net position 171,397 (86) (50) 9,557 258,853
Plan fiduciary net position—beginning 510, 2,265,293 2,093,896 698 748 3,065,220 2,806,367
Plan fiduciary net position—ending(b) 726,198 782,852 2,292,316 2,265,293 612 698 3,074,777 3,065,220
Employer’s net pension liability—e ndin; (b) 836,053 $ 9,30 $ 1,099,673 $ 1,066,171 $ 22 $ 12 $ 1,290,169 $ 1,034,518
Plan fiduciary net position as a perce,

the total pension liability 46.48 .86% 67.58% 68.00% 96.53% 98.36% 70.44% 74.77%
Covered-employee payroll $ 35,282 $ 43,594 $ 693,900 $ 671,600 $ 1,664 $ 2,080 $ 1,620,635 $ 1,395336
Employer’s net pension liability as a percentage

of covered-employee payroll 2369.6 1879.42% 158.48% 158.75% 1.32% 0.58% 79.61% 74.14%

Note: Information was not readily available for pe
Additional years will be displayed as they become

ds prior to 2014. This schedule is intended to show information for ten years.
ailable.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION &

Schedule of the MTA’s Proportionate Share of the Net Pension Liabilities of Cost-Sharing le-Employer Pension Plans

($ in thousands)
NYCERS Pla; S Plan

Plan Measurement Date: June 30, 2016 March 31, 20 arch 31, 2015
MTA's proportion of the net pension liability 23.493% 0.303% __% 0.289%
MTA's proportionate share of the net pension liability $ 5,708,052 48,557 $ 9,768
MTA's actual covered-employee payroll $ 87,670 $ 87,315
MTA's proportionate share of the net pension liability as

a percentage of the MTA's covered-employee payroll . 55.386% 11.187%
Plan fiduciary net position as a percentage of

the total pension liability 90.685% 97.947%

Note: Information was not readil i .“Ihts schedule is intended to show information
for ten years. Additional years will bed ilable. The data provided in this schedule is
based on the measurement date used by RS for the net pension liability.
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METROPOLITAN TRANSPORTATION AUTHORITY

(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of the MTA’s Contributions for All Pension Plans for the Year Ended December 3

Additional Plan*
Actuarially Determined Contribution
Actual Employer Contribution

Contribution Deficiency (Excess)

Covered Payroll

Contributions as a % of
Covered Payroll

MaBSTOA Plan
Actuarially Determined Contribution
Actual Employer Contribution

Contribution Deficiency (Excess)

Covered Payroll

Contributions as a % of
Covered Payroll

Metro-North Cash Balance Plan*
Actuarially Determined Contribution
Actual Employer Contribution
Contribution Deficiency (Excess)
Covered Payroll
Contributions as a % of

Covered Payroll

MTA Defined Benefit Plan*
Actuarially Determined Contribution
Actual Employer Contribution
Contribution Deficiency (Excess)
Covered Payroll
Contributions as a % of

Covered Payroll

*  For the MTA Defined Benefit Plan, Additional Plan and Metro-North Ca:
prior to 2014. This schedule is intended to show information for ten years.

2016 2015 2014 2010 2009 2008 2007
$ 83,183 $ 82,382 112,513 $ - - - $ -
151,100 100,000 407,513 - - - -
$ (67917) $ (17,618) (295,000) $ $‘——\¥ - - $ -
$ 26,880 $ 35,282 43,594 $ - $ B - - - $ -
562.13% 283.43% 934.79% N/A N/A N/A N/A N/A
$ 220,697 $ 214,881 226,374 186,454 $ 200,633 204,274 201,919 $ 179,228
220,697 214,881 226,374 6,454 200,633 204,274 201,919 179,228
$ -3 - - -8 - - -3 -
$ 724,711 $ 693,900 671,600 582,081 $ 989 { 579,696 $ 591,073 569,383 562,241 $ 519,680
30.45% 33.71% 40.28% 3?4% 32.16% 33.94% 35.88% 35.91% 34.49%
508 $ -8 -8 - - -3 -
$ s -8 - s - - -3 -
2080 5 L s - s - s - - - s -
T 1J"_LLHJ ‘ 4
0.00% i N/A N/A N/A N/A N/A N/A N/A
-8 -8 -8 - - -8 -
-5 - s - s - - -3 -
- S - s - S - - - s -
N/A N/A N/A N/A N/A N/A N/A

e Plan, information was not readily available for periods
itional years will be displayed as they become available.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of the MTA’s Contributions for All Pension Plans for the Year Ended December 34

,‘ (continued)

2016 2015 2014 2013 2009 2008 2007
in thousands)
NYCERS
Actuarially Determined Contribution $ 797,845 $ 736,212 $ 741,223  $ 736,36 731,983 657,771 548,721  $ 499,603 406,837
Actual Employer Contribution 797,845 736,212 741,223 736, 731,9 657,771 548,721 499,603 406,837
Contribution Deficiency (Excess) $ - $ - $ - $ " - - - - $ - -
Covered Payroll $ 3245215 $ 3339459 $ 3,004,960 $ 2,943,195 % 2,900,630 ,886,789 2,800,882 $ 2,656,778 2,548,889
Contributions as a % of
Covered Payroll 24.59% 22.05% 24.67% 25.02% 22.68% 19.90% 19.59% 18.80% 15.96%
NYSLERS **
Actuarially Determined Contribution $ 12,980 $ 15,792 $ 13,816 $ - - - $ - -
Actual Employer Contribution 12,980 15,792 13,816 - - - - -
Contribution Deficiency (Excess) $ - $ - $ - $ - - - $ - -
Covered Payroll $ 96,093 $ 85,826 $ - - - $ - -
Contributions as a % of
Covered Payroll 13.51% 16.10% N/A N/A N/A N/A N/A N/A
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

Notes to Schedule of the MTA’s Contributions for All Pension Plans

Valuation Dates:
Measurement Date:
Actuarial cost method:

Amortization method:

Asset Valuation Method:

Salary increases:

Actuarial assumptions:
Discount Rate:

Investment rate of return :

Mortality:

Pre-retirement:

Post-retirement Healthy Lives:

Post-retirement Disabled Lives:

Inflation/Railroad Retirement Wage Base:

Cost-of-Living Adjustments:

Additional Plan

MaBSTOA Plan

January 1, 2015
December 31, 2015
Entry Age Normal Cost

Period specified in current valuation
report (closed 18 year period beginning
January 1, 2015) with level dollar
payments.

Actuarial value equals market value less
unrecognized gains/losses over a 5-
year period. Gains/losses are based on
market value of assets.

3.00%

ortality Table for
with blue collar

nnuitant mortality table for
with blue collar adjustments and
6% of the rates from the RP-2000
Healthy Annuitant mortality table for
females.

N/A

2.50%; 3.50%

N/A

January 1, 2014
December 31,2014
Entry Age Normal Cost

Period specified in current valuation
report (closed 19 year period beginning
January 1, 2014) with level dollar
payments.

year period. Gains/losses
market value of assets.

7.00%

7.00%, net of i ent expenses.

Basedoniexperience of all MTA
flecting mortality
improvement on a generational basis
using scale AA. As generational tables,
they reflect mortality improvements both
before and after the measurement date.
Mortality assumption is based on a 2012
experience study for all MTA plans.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

N/A

2.50%; 3.50%

N/A
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January 1, 2015

the projected populal

Actuarial value equals market vz
cognized gains/losses over@ -

year period. Gains/losses are based on

market value of assets.

7.00%
7.00%, net of investment expenses.

Based on experience of all MTA
members reflecting mortality
improvement on a generational basis
using scale AA.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

75% of the rates from the RP-2000
Healthy Annuitant mortality table for
males and females.

2.50%

1.375% per annum

January 1, 2014
December 31, 2014
Frozen Initial Liability (FIL)

For FIL bases, period specified in
current valuation 30-year level dollar.
Future gains/losses are amortized
through the calculation of the normal
cost in accordance with the FIL cost
method amortized based on expected
working lifetime, weighted by salary, of
the projected population.

Actuarial value equals market value less
unrecognized Market value restart as of
1/1/96, then gains/losses over a 5-year
period. Gains/losses are five-year
moving average of market values based
on market value of assets.

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 employees per
year, depending on years of service.

7.00%
7.00%, net of investment expenses.

Pre-retirement and post-retirement
healthy annuitant rates are projected on
a generational basis using Scale AA. As
generational tables, they reflect mortality
improvements both before and after the
measurement date. Mortality
assumption is based on a 2012
experience study for all MTA plans.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

75% of the rates from the RP-2000
Healthy Annuitant mortality table for
males and females.

2.50%

1.375% per annum
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METROPOLITAN TRANSPORTATION AUTHORITY

(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

Notes to Schedule of the MTA’s Contributions for All Pension Plans

(continued)

MNR Cash Balance Plan

MTA Defined Benefit Plan

Valuation Dates: January 1, 2016

Measurement Date: December 31,2015
Actuarial cost method: Unit Credit Cost

Amortization method: One-year amortization of the unfunded

liability, if any.

Asset Valuation Method: Actuarial value equals market value.

Salary increases: N/A

Actuarial assumptions:
Discount Rate:

Investment rate of return :

Mortality:

Pre-retirement: e Mortality Table for

les with blue collar

the rates from the RP-2000
thy Annuitant mortality table for
ales with blue collar adjustments and
116% of the rates from the RP-2000
Healthy Annuitant mortality table for

Post-retirement Healthy Lives:

females.
Post-retirement Disabled Lives: N/A
Inflation/Railroad Retirement Wage Base: 2.30%
Cost-of-Living Adjustments: N/A

January 1, 2014
December 31,2014
Unit Credit Cost

Period specified in current valuation
report (closed 10 year period
beginning January 1,

2008 - 4 year period for the Januar
2014 valuation).

Effective January I
Actuarially Determine:

amortization of the unfunded at
liability in accordance with the
ding policy adopted by the MTA.

jected salary
in the

. For participants o’
ible for additional

benefits were not
tential liability is de

benefits,
valued as
minimus.

4.50%

) w‘ investment expenses.
A members Base: experience of all MT A members

reflecting mortality improvement on a
generational basis using scale AA. As
generational tables, they reflect mortality
improvements both before and after the
measurement date. Mortality assumption
is based on a 2012 experience study for
all MTA plans.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

N/A

2.50%
N/A
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January 1, 2015

lifetime, weighted
salary, of the projecte
each group.

Actuarial value equals market v

unrecognized gains/lossesfver a
S-year period. Gains/losses are based
on market value of assets.

years of employment, and
oyee group. 3.5% for MTA Bus
urly employees.

7.00%
7.00%

Preretirement and postretirement healthy
annuitant rates are projected on a
generational basis using Scale AA. As a
general table, it reflects mortality
improvements both before and after the
measurement date.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

75% of the rates from the RP-2000
Healthy 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 females healthy rates,
respectively.

2.50%: 3.50%

55% of inflation assumption or 1.375%, if
applicable.

January 1, 2014
December 31,2014
Entry Age Normal Cost

For Frozen Initial Liability ("FIL")
bases, period specified in current
valuation report. Future gains/ losses
are amortized through the

calculation of the normal cost in
accordance with FIL cost method
amortized based on expected working
lifetime, weighted by

salary, of the projected population for
each group.

Actuarial value equals market value
less unrecognized gains/losses over a
S-year period. Gains/losses are based
on market value of assets.

Varies by years of employment, and
employee group.

7.00%
7.00%

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.
Ortality assumption is based on a 2012
experience study for all MTA plans.

RP-2000 Employee Mortality Table for
Males and Females with blue collar
adjustments.

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.

75% of the rates from the RP-2000
Healthy 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 females healthy rates,
respectively.

2.50%; 3.00%

55% of inflation assumption or 1.375%, if
applicable.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)

REQUIRED SUPPLEMENTARY INFORMATION

Notes to Schedule of the MTA’s Contributions for All Pension Plans (continued)
NYCERS Plan NYSLERS Plan
Valuation Dates: June 30,2014 June 30,2013 April 1, 2014
Measurement Date: June 30,2016 June 30,2015 March 31, 2015
Actuarial cost method: Entry Age Normal Cost Entry Age Normal Cost try Age Normal Cost Entry Age Normal Cost
Amortization method: Increasing Dollar for Initial Unfunded; Increasing Dollar for Initial Unfin Evenly over the remaining working
Level Dollar for Post 2010 Unfindeds. Level Dollar for Post 2010 U lifetimes of the active membership.
Asset Valuation Method: The Plan Fiduciary Net Positions are Modified six-year 5-year level smoothing of the difference

based on the Market Values of Assets market values
at the Restart as 0,2011.

Measurement Dates with certain
adjustments.
Salary increases: 3% per annum. 3% per annum.
Actuarial assumptions:
Discount Rate: 7.00% .00%

Investment rate of return : 7.00%, net of nvestment expenses.

Mortality: Mortality tables for service and disability
pensioners were developed from an
experience study of NYCERS's

mortality tables for

review of NYCERS'
The most recently

was published by
%pany ('GRS"),

Pre-retirement:
Post-retirement Healt]
Post-retirement Disabled 8

Inflation/Railroad Retirement Wag;

2.50% 2.50%

1.5% and 2.5% per annum for certain
Tiers.

Cost-of-Living Adjustments: 2.5% per annum.
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f investment expenses.

expected gain using t
investment rate of return.

3.80%

7.00%
et of investment expenses.

nnuitant mortality rates are based on
NYSLERS’s 2010 experience study of
the period April 1,2005 through March
31,2010 with adjustments for mortality
improvements based on the Society of
Actuaries's Scale MP-2014.

N/A
N/A
N/A
2.50%

1.3% per annum.

between the actual gain and the
expected gain using the assumed
investment rate of return.

4.90%

7.50%
7.5%, net of nvestment expenses.

Annuitant mortality rates are based on
NYSLERS’s 2010 experience study of
the period April 1, 2005 through March
31,2010 with adjustments for mortality
improvements based on the Society of
Actuaries's Scale MP-2014.

N/A
N/A
N/A
2.70%

1.4% per annum.
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METROPOLITAN TRANSPORTATION AUTHORITY
(A Component Unit of the State of New York)
REQUIRED SUPPLEMENTARY INFORMATION (concluded)

Notes to Schedule of MTA’s Contributions for All Pension Plans

Significant methods and assumptions used in calculating the actuarially determined contributions of an employer’s
proportionate share in Cost Sharing, Multiple-Employer pension plans, the NY plan and the NYSLERS plan, are
presented as notes to the schedule.

Factors that significantly affect trends in the amounts reported are cha
composition of the population covered by the benefit terms, or the use

of such factors: /

Changes of Benefit Terms:
There were no changes of benefit terms in the June 30, 201 ing valuation for the NYC .
There were no changes of benefit terms in the April 1, 2013 fundin 11,1‘1011 for the NYSLERS plan.

Changes of Assumptions:
There were no changes of benefit assumptions in the June Oli funding va on for the NYCERS plan.

There were no changes of benefit assumptions in the April 1,£2013 funding valuation for the NYSLERS plan.

>

4 ‘\\“

-122 -

benefit terms, changes in the size or

Master Page # 135 of 455 - Audit Committee Meeting 1/22/2018



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)

Unfunded
Actuarial Actuarial Ratio of
Actuarial Accrual Accrual UAAL to
Actuarial Value of Liability Liability Med Covered Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll

Year Ended Date {a} {b} {a}/ {b} {d {c} / {d}

December 31,2016 January 1, 2014 $ 300 1.60 % $ 4,669.8 389.1 %
December 31, 2015 January 1, 2014 $ 300 $ 4,669.8 389.1
December 31,2014 January 1, 2012 246 4,360.6 4573
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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 PERIOD ENDED SEPTEMBER 30, 2017
($ in millions)

(Unaudited)

Financial Plan Natement
Category Actual GAAP Actual Variance
REVENUE:

Farebox revenue
Vehicle toll revenue
Other operating revenue

Total revenue

OPERATING EXPENSES:
Labor:

Payroll
Overtime
Health and welfare
Pensions
Other fringe benefits
Postemployment benefits
Reimbursable overhead

Total labor expenses

Non-labor:

Electric power 328 328 -
Fuel 109 109 -
Insurance 2 2 -
Claims 297 297 -
Paratransit 293 292 €))
Maintenafice / 478 445 (33)
Professional se 306 248 (58)
Pollution remediatio j 2 2 -
Materials and supplies 435 435 -
Other business expenses 154 149 (5)
Total non-labor expenses 2,404 2,307 97)
Depreciation ) 1,852 1,852 -
Total operating expenses 12,452 12,381 (71)
NET OPERATING LOSS $ (5,980) $ (5,924) 56
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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 PERIOD ENDED SEPTEMBER 30, 2017

($ in millions)
(Unaudited)

Accrued Subsidies

Mass transportation operating assistance

Mass transit trust fund subsidies

Mortgage recording tax 1 and 2

MRT transfer

Urban tax

State and local operating assistance

Station maintenance

Connecticut Department of Transportation (CDOT)

Subsidy from New York City for MTA Bus and SIRTOA

NYS Grant for debt service
Build American Bonds Subsidy
Mobility tax

Other non-operating income

Total accrued subsidies

Net operating deficit before
Debt Service
Conversion to Cash basis: Depr
Conversion to Cash basis:

ficit) before
T receipts

& Remediation

Financial Financial
Plan x@tement
Actual GAAP Actual Variance
$ 4,668 $ 1,668 § -
\392 61
342 -
A (4) ]
392 1
341 35
4 -
8 -
349 22
3
2
71
5,406 195
(5,980) (5,924) 56
(1,918) (1,201) 717
1,852 - (1,852)
1,198 - (1,198)
4 - 4)
2 - ()
$ 369 $ (1,719) $ (2,088)

{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 non-operating income or changes in market value.
{3} The Financial Plan records do not include other non-operating 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 PERIOD ENDED SEPTEMBER 30, 2017

($ in millions)

(Unaudited)

Financial Plan Actual Operating Loss at September 30, 2017 \ $  (5980)

The Financial Plan Actual Includes:
Lower other operating revenues

The Audited Financial Statements Includes: \
Lower OPEB expense based on the most recent actuarial calculation
Higher pension expense based on most recent actuarial calculation§

Higher labor expense primarily from reimbursable overhead
Lower non-labor expense primarily from lower depreciation
Intercompany eliminations and other adjustments

Total Operating Reconciling Items

Unudited Financial Statement Operating Loss

Financial Plan Actual Surplus after Subsidies and Debt Se $ 369
The Financial Plan Actual
Debt Service Bond Pri 717
Adjustments for non-cash liab
Depreciation (1,852)
(1,198)
@
(2) (3,056)
The Audited Fin
Higher subsidies an 195
Total Operating Reconciling Itéms 56
Financial Statements Loss Before Appropriations $  (1,719)
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MTA
EMPLOYEE BENEFIT PLANS

FINANCIAL STATEMENTS
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MANAGEMENT'S REVIEW
AUDIT COMMITTEE MEETING
JANUARY 22, 2018



810T/TT/1 SUNRIA SONIWWO)) JIPNY - GGt JO [H] # 9Ted ISEN

MTA BENEFIT PLANS FINANCIAL STATEMENTS

JANUARY 1, 2017

($’s in Thousands)

() A

Covers certain LIRR non-represented and represented
employees hired after December 31, 1987, MNCRR non-
MTA DEFINED BENEFIT Defined Benefit |represented and certain represented employees, MTA Police, $3 419,971 26,810
PENSION PLAN Pension Plan SIRTOA non-represented and represented employees, certain T ’
employees of MTA Bus and certain employees of the former
LI Bus hired prior to January 23, 1983.
MANHATTAN and BRONX
SURFACE TRANSIT Defined Benefit |[MaBSTOA employees of the Transit Authority who are
. e $2,555,735 15,083
OPERATING AUTHORITY Pension Plan specifically excluded from NYCERS.
PENSION PLAN
LONG ISLAND RAILROAD
Defined Benefit |LongIsland Railroad employees hired effective July 1, 1971
COMPANY PLAN FOR . . $777,217 6,154
Pension Plan and prior to January 1, 1988.
ADDITIONAL PENSIONS
METRO NORTH COMMUTER . .
Defined Benefit . . .
RAILROAD COMPANY CASH Pension Plan Metro North Railroad employees hired prior to June, 1983 S574 44
BALANCE PLAN
Defined
MTA DEFERRED o All MTA non-represented employees and most represented 401K = 51,258
Contribution Plans - S$5,544,120
COMPENSATION PROGRAM employees. 457 = 39,396
(401K & 457)
MTA RETIREE WELFARE Retiree Benefits |The MTA Group's retired employees and their eligible
$322,982| 112,160
BENEFITS PLAN (OPEB PLAN) Welfare Plan spouses and dependents.
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MTA BENEFIT PLANS FINANCIAL STATEMENTS

O The MTA's Benefit Plans Financial Statements are prepared in
conformity with Generally Accepted Accounting Principles in
the United States (GAAP) using accounting standards
established by the Government Accounting Standards Board
(GASB). They include 4 sections as follows:

1. Managements’ Discussion & Analysis
2. The basic Financial Statements which include:
» The Statement of Plan Net Position
» The Statement of Changes in Net Position
3. The Notes to the Financial Statements
4. Required Supplementary Information (RSI)
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NEW GASB ACCOUNTING STANDARD FOR

FISCAL YEAR 2016 — GASB 82

Pension Issues—an amendment of GASB Statements No. 67, No. 68,
and No. 73

U This Statement amends Statements 67 and 68 to instead require the presentation
of covered payroll, defined as the payroll on which contributions to a pension plan
are based, and ratios that use that measure.

U This Statement clarifies that a deviation, as the term is used in Actuarial Standards
of Practice issued by the Actuarial Standards Board, from the guidance in an
Actuarial Standard of Practice is not considered to be in conformity with the
requirements of Statement 67, Statement 68, or Statement 73 for the selection of
assumptions used in determining the total pension liability and related measures.

UThis Statement clarifies that payments that are made by an employer to satisfy
contribution requirements that are identified by the pension plan terms as plan
member contribution requirements should be classified as plan member
contributions for purposes of Statement 67 and as employee contributions for
purposes of Statement 68.
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MTA PENSION PLANS

Single Employer & Multi-Employer

Balances as of December 31, 2017

($’s in Thousands) Total Plan Net
Pension Net Pension Funded FY16/FY17

PENSION PLAN Liability Assets Liability Ratio Contributions
Single Employer

1 MTADB PLAN (MTA Group) (4,761,877) 3,419,971 (1,341,906) 71.8% 316,916
2 MABSTOAPlan (3,536,747) 2,555,735 (981,012) 72.3% 202,924
3 LIRR Add'l Plan (1,526,304) 777,217 (749,087) 50.9% * 221,523
4 MNCRR Cash Balance Plan (566) 574 8 101.4% -

Total Single Employer Plans $ (9,825,494) $ 6,753,497 $(3,071,997) 68.7% S 741,363

Multi-Employer- Cost Sharing
5 NYSLERS - MTA% =0.31% (552,038) 522,799 (29,239) 94.7% 13,969
6 NYCERS- MTA% =24.1% (19,860,277) 14,856,466 (5,003,811) 74.8% 801,990

Total Multi Employer Plans  $(20,412,315) $15,379,265 $(5,033,050) 75.3% S 815,959

TOTAL MTA CONSOLIDATED $(30,237,809) $22,132,762 $(8,105,047) 73.2% $ 1,557,322

* Note: In 2017 an additional $145 million was contributed to the LIRR Additional Plan, increasing the funded
ratio of the Total Single Employer Plans to 70.2% and the LIRR Add'l Plan to to 60.4%.
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STATE PENSION PLAN FUNDING RATIOS

Public employee pension funding ratio by state, 2016 figures
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INDEPENDENT AUDITORS’ REPORT

To the Committee of the
Metropolitan Transportation Authority Deferred Compensation Program

Report on the Financial Statements

We have audited the accompanying statements of Plans’ net position
Authority Deferred Compensation Program, comprised of the Deferr sation Plans for Employees
of the Metropolitan Transportation Authority, its Subsidiaries and Affiliateshand the Thrift Plan for
Employees of the Metropolitan Transportation Authority, its idiaries and Affiliates, (collectively the
“Plans”) as of December 31, 2016 and 2015, and the relat nts of changes inPlans’ net position

Metropolitan Transportation

Management’s Responsibility for the Financial Statements

Management is responsible for the prepaw fair presen of these financial statements in
accordance with accounting principles genera ted in the Unite es of America; this includes the
design, implementation, and maintenance of intetnal control relevant to th
of financial statements that are free from materi ent; whether

Auditors’ Responsibility

Our responsibility is to n on these financial statements based on our audits. We conducted
our audits in accordafice iti andards genera epted in the United States of America. Those
standards require that we pla the audits to obtain reasonable assurance about whether the

or considers internal control relevant to the Plans’ preparation and fair
ments in order to design audit procedures that are appropriate in the
pose of expressing an opinion on the effectiveness of the Plans’ internal

presentation o
accounting policies used he 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 Plans’
net position as of December 31, 2016 and 2015, and the respective changes in Plans’ net position for the
years then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters

Required Supplementary | nformation

quire that the Management’s
basic financial statements.

Accounting principles generally accepted in the United States of Am
Discussion and Analysis on pages 3 through 20 be presented to su
Such information, although not a part of the basic financial state ed by the Governmental
Accounting Standards Board who considers it to be an essenti of financia orting for placing the
basic financial statements in an appropriate operational, e r historical :&t We have applied
certain limited procedures to the required supplementa ormation.in accordance wi standards
generally accepted in the United States of America, w sisted i quiries of manayr;c about the
methods of preparing the information and comparing the i onsistency with management’s
responses to our inquiries, the basic financial statements, and ot owledge we obtained during our audit
of the basic financial statements. We do not gxpress an opinion or ide any assurance on the information
because the limited procedures do not pr0V1 1th sufficient evi to express an opinion or provide
any assurance.

January 22,2018 Q Y
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFERRED COMPENSATION PROGRAM

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
DECEMBER 31, 2016 AND 2015

The Deferred Compensation Program is comprised of the Deferred Compensation Plan for Employees of
the Metropolitan Transportation Authority, its Subsidiaries and Affiliates (the “457 Plan”) and the Thrift
Plan for Employees of the Metropolitan Transportation Authority, its Subsidiaries and Affiliates (the
“401(k) Plan”), collectively known as the “Plans” and the “Metropolitan Transportation Authority Deferred
Compensation Plans”. This management’s discussion and analysis of th ’ financial performance
provides an overview of the Plans’ financial activities for the years ended:December 31, 2016 and 2015. It
is meant to assist the reader in understanding the Plans’ financial state providing an overall review
of the financial activities during the year and the effects of significa ang is discussion and analysis
may contain opinions, assumptions, or conclusions by the MTA’s management that should not be
considered a replacement for, and is intended to be read in co ion*with the Plans’ financial statements

which begin on page 21.

roduction to the financial statements.

OVERVIEW OF BASIC FINANCIAL STATEME

The following discussion and analysis is intended to serve as
The basic financial statements are:

e The Statement of Plans Net Position — e financial position,of'the Plans at fiscal year end.
It provides information about the nature a resources with present service capacity that
the Plan presently controls (assets), consumption of net assets,by the’Plan that is applicable to a future
reporting period (deferred outflow of resources)j présent obligations to sacrifice resources that the Plan

; cquisition of net assets by the Plan that is applicable

to a future reportingeri i urces) with the difference between assets/deferred

outflow of resource iabi i f resources being reported as net position.

(“NAV”) value. All other assets and liabilities

e The L ans Net Position present the results of activities during the year. All
i and liabilities of the Plans are reflected on an accrual basis when the activity

ming of elated cash flows. In that regard, changes in the contract and

understanding of t provided in the financial statements. The notes present information about the
Plans’ accounting policies, significant account balances and activities, material risks, obligations,
contingencies, and subsequent events, if any.

The financial statements are prepared in accordance with Governmental Accounting Standards Board
(“GASB”) Pronouncements.

Financial Highlights

As a result of various Deferred Compensation Program changes, expanding participant eligibility through
collective bargaining, a strong educational program and greater participant satisfaction, the Deferred
Compensation Program has continued to grow. The assets of the 457 Plan exceeded its liabilities by
$2.332 billion and the assets of the 401(k) plan exceeded its liabilities by $3.212 billion as of December 31,
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2016. This net position restricted for benefits is held in trust for distribution to the Plans participants and/or
beneficiaries.

The assets of the 457 Plan exceeded its liabilities by $2.136 billion and the assets of the 401(k) plan
exceeded its liabilities by $2.924 billion as of December 31, 2015. This net position restricted for benefits
is held in trust for distribution to the Plans participants and/or beneficiaries.

During 2016, the net positions held in trust for the 457 Plan and the 401(k) Plan increased by $196.228
million and $287.309 million, respectively, due primarily to net investment income and employer and
employee contributions to the plans. This was offset by distributions to participants and plan expenses.

During 2015, the net positions held in trust for the 457 Plan and the 401(k n increased by $125.425
million and $168.033 million, respectively, due primarily to net invest e and employer and
employee contributions to the plans. This was offset by distributions to icipants and plan expenses.

Deductions from the Plans’ net position consist primarily of dist
other plans, and plan expenses in the amounts of $101.769 milli
and $136.773 million and $135.914 million for the 401(k) P
2015, respectively.

icipant and transfers to
n an $95.365 million for the 457 Plan
e year ende ember 31, 2016 and
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Plans Net Position
As of December 31,
($ In Thousands)

457 Plan

ASSETS:
Investments at fair value:
Participant loans receivable
Total assets
LIABILITIES :
Administrative expense
reimbursement
Total liabilities
TOTAL NET POSITION

RESTRICTED FOR
BENEFITS

401K Plan

ASSETS:
Investments at fair value:
Participant loans receivable
Total assets
LIABILITIES :
Administrative expense
reimbursement
Total liabilities
TOTAL NET POSITION
RESTRICTED FQ
BENEFITS

Amount of Change

Percentage Change

2016 2015 2014 (2016 - (2015 - (2016 - (2015 -
2015) 2014) 2015) 2014)
$2,262,973 $2,069,184 $1,949.962 $ 193,789 § 119,222 9.4% 6.1%
69,815 67,361 60,849 2,454 6,512 3.6 10.7
2,332,788 2,136,545 2,010,811 196,243 125,734 9.2 6.3
390 375 66 4.0 468.2
390 375 66 4.0 468.2
$ 2,332,398 $ 2,136,170 $2,010, $ IZS,Q 9.2% 6.2%
hange Percentage Change
(2015 - (2016 - (2015 -
201 201 2014
016 015 0 2014) 2015) 2014)
$ 3,076,148 § 2,794,983 $ 281,165 $157,176 10.1% 6.0%
136,075 129,902 6,173 11,263 4.8 9.5
3,212,223 2,924,885 287,338 168,439 9.8 6.1
6 29 406 14.0 615.2
29 406 14.0 615.2
$2,756,380 § 287,309 $ 168,033 9.8% 6.1%
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Changes in Plans Net Position
For the Years Ended December 31,
($ In Thousands)

457 Plan Amount of Change Percentage Change
(2016 - (2015 - (2016 - (2015 -
2016 2015 2014 2015) 2014) 2015) 2014)
ADDITIONS:
Investment income: $ 117,182  $ 36,997 $ 84,328 $ 80,185 $ (47,331) 216.7% (56.1)%
Contributions and
additional deposits 177,851 181,031 202,375 (3,180) (21,344) (1.8) 10.6
Loan repayments - interest 2,964 2,762 2,541 202 221 7.3 8.7
Total additions 297,997 220,790 289,244 77,207 (68,454) 35.0 (23.7)
DEDUCTIONS:
Distribution to participants 50,120 47,642 42,368 78 5,274 5.2 12.5
Transfers to other plans 48,242 43,881 47,317 ,361 ,436) 9.9 (7.3)
Net participant loan activity 1,735 1,778 1,850 (43) 2.4) (3.9)
Other 1,672 2,064 1,776 4 (392) (19.0) 16.2
101,769 95,365 93,314 6,404 2.2
Increase in net position 196,228 125,425 145,'9\ 70’80ii (70,508) (36.0)
TOTAL NET POSITION RESTRICTED FOR BENEFITS
Beginning of year 2,136,170 2,010,745 1,814,812 125,425 195,933 6.2 10.8
End of year $ 2,332,398 $ 2,136,170 $,2,010,745 $ 19 $ 125425 9.2 % 6.2 %
401K Plan
t of Change Percentage Change
(2015 - (2016 - (2015 -
201 2
RS 2015) 2014) 2015) 2014)
ADDITIONS:
Investment income: $ 49879 § 118 $ 114,163 $ (68,403) 2289 % (57.8)%
Contributions and
additional deposits 248,~753 5,595 (13,021) 2.3 5.0
Loan repayments - interes 5,336 4,973 377 363 7.1 7.3
Total additions 303,947 385,008 120,135 (81,061) 39.5 21.1
DEDUCTIONS:
Distribution to participants 58,729 49,663 4,558 9,066 7.8 18.3
Transfers to other plans 71,819 64,409 (2,752) 7,410 (3.8) 11.5
Net participant loan activity 2,548 2,254 (169) 294 (6.6) 13.1
Other 2,818 2,979 (778) (161) (27.6) (5.4)
135,914 119,305 859 16,609 0.6 13.9
Increase in net position 168,033 265,703 119,276 (97,670) 71.3 (36.8)
TOTAL NET POSITION RES TRICTED FOR BENEFITS
Beginning of year 2,924,413 2,756,380 2,490,677 168,033 265,703 6.1 10.7
End of year $ 3,211,722 § 2,924,413 $ 2,756,380 $ 287,309 $ 168,033 9.8 % 6.1 %
-6-
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Investment Options

The MTA Plans offer ten (10) Target-Year Lifecycle Funds, which provide a diversified mix of certain of the
Plans’ investment options and allow a participant to choose the fund closest to their anticipated withdrawal
date. The Target-Year Lifecycle Funds are designed to provide an asset allocation strategy appropriate for an
individual’s risk and return preferences in a single fund through a diversified portfolio of the Plans’ domestic
stock funds, international stock funds and fixed income funds. Some components are not offered to participants
outside of the Target-Year Lifecycle Funds. Allocations are automatically rebalanced to their targets on a
quarterly basis.

Fund Name Asset Class Portfolio Allocations

MTA Target-Year Lifecycle 2015 Fund Large Cap 12% MTA Large €ap Cm Index Fund 6%
Mid Cap 2% MTA Large Cap Core Portfolio 6%
Small Cap 2% MTA Mid Cap.Core Portfolio 2%
International Equity 16% MTA Small ore Portfolio 2%
Market Bonds 18% T ternatio rtfolio 16%
Stable Value 38% ):TA xed Incom folio 18%
Real Asset 12% MTA'Stable Value F

MTA Real Asset Fund

MTA Target-Year Lifecycle 2020 Fund Large Cap 16% MTA Cap Core Index Fund 8%

Mid Cap 2% TA Large Cap Core Portfolio 8%
Small Cap 2% TA Mid Cap Core Portfolio 2%
International Equity 20% all Cap Core Portfolio 2%
Market Bonds 21% MTA ational Portfolio 20%

Stable ue 29
Real Asset'10%

e Portfolio 21%
alue Fund 29%
Real Asset Fund 10%

MTA Target-Year Lifecycle 20’ Large Cap 219 Large Cap Core Index Fund 13%
Mid Cap 3% MTA Large Cap Core Portfolio 8%
Small Cap 3% MTA Mid Cap Core Portfolio 3%

MTA Small Cap Core Portfolio 3%

- International Equi
Market Bonds 22% MTA International Portfolio 26%
Staw MTA Fixed Income Portfolio 22%
Real Asse 0 MTA Stable Value Fund 15%

MTA Real Asset Fund 10%

MTA r Lifecycle 203 La ap 21% MTA Large Cap Core Index Fund 13%
Mid Cap 4% MTA Large Cap Core Portfolio 8%

Small Cap 4% MTA Mid Cap Core Portfolio 4%
International Equity 29% MTA Small Cap Core Portfolio 4%
Market Bonds 25% MTA International Portfolio 29%
Stable Value 7% MTA Fixed Income Portfolio 25%
Real Asset 10% MTA Stable Value Fund 7%

MTA Real Asset Fund 10%

-7-
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Fund Name Asset Class Portfolio Allocations

MTA Target-Year Lifecycle 2035 Fund Large Cap 22% MTA Large Cap Core Index Fund 12%
Mid Cap 5% MTA Large Cap Core Portfolio 10%
Small Cap 5% MTA Mid Cap Core Portfolio 5%
International Equity 32% MTA Small Cap Core Portfolio 5%
Market Bonds 26% MTA International Portfolio 32%
Real Asset 10% MTA Fixed Income Portfolio 26%

MTA Real Asset Fund 10%

MTA Target-Year Lifecycle 2040 Fund Large Cap 25% MTA Large Cap Core Index Fund 11%
Mid Cap 7% MTA Large Cap Core Portfolio 14%
Small Cap 7% MTA Mid Cap.Core Portfolio 7%
International Equity 38% MTA Small.Cap C&s Portfolio 7%
Market Bonds 13% MTA Intefnational Portfolio 38%
Real Asset 10% MTA Fixed

M eal A

MTA Target-Year Lifecycle 2045 Fund Large Cap 27% /\/ITA Large Cap dex Fund 11%

Mid Cap 8% MTA Large Cap Core olio 16%

Small Cap 8% MTAMid Cap Core Po
International E % MTA Small Cap Core Port
Market Bonds 5% MTA ational Portfolio
Real Asset 10% TA Fixed Income Portfolio 5%
eal Asset Fund 10%

MTA Target-Year Lifecycle 2050 Fund Large 27% Cap Core Index Fund 9%
Mid Cap 8% Core Portfolio 18%
Small Cap 8% i Core Portfolio 8%
International\ Equity,

Market Bonds\5% ernational Portfolio 42%
’ Real Asset 109 Fixed Income Portfolio 5%
MTA Real Asset Fund 10%

MTA Target-Year Lifecycle 2 nd Large Cap 27% MTA Large Cap Core Index Fund 9%

MTA Large Cap Core Portfolio 18%

Mi 8%

SHIW MTA Mid Cap Core Portfolio 8%

International Equity 42% MTA Small Cap Core Portfolio 8%

Market Bonds 5% MTA International Portfolio 42%

R t 10% MTA Fixed Income Portfolio 5%
MTA Real Asset Fund 10%

MTA Income Fund Large Cap 8% MTA Large Cap Core Index Fund 4%
Mid Cap 1% MTA Large Cap Core Portfolio 4%
Small Cap 1% MTA Mid Cap Core Portfolio 1%
International Equity 10% MTA Small Cap Core Portfolio 1%
Market Bonds 12% MTA International Portfolio 10%
Stable Value 51% MTA Fixed Income Portfolio 12%
Real Asset 17% MTA Stable Value Fund 51%

MTA Real Asset Fund 17%
In addition to the ten Target-Year lifecycle funds, the Plans offer a spectrum of investment options that include

two international funds, two small company stock funds, two mid-size company stock funds, two large company
stock funds, two bond funds, and the Stable Value Income Fund (“Fixed Investment Option”).

-8-
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Core Investment Options

International Stock Funds
Small Company Stock Funds
Mid-Sized Company Stock Fund

Large Company Stock Fund

Bond Funds

Fixed Investment Option

Potential Returr ——»

Potential Risk >
N
The investment objective for each of the funds is described below. Additional information on each investment
option, including a Fund Fact Sheet is available on the Plans’ website ww.Prudential.com/MTA.

International Equity Funds

MTA International Index Fund (Non-US Equity) - The fund invests wholly in Sta
(“SSgA”) Global All Cap Equity ex U.S. Index Fund — Class K (the Gollective Investm
C.L.T. Fund seeks to match as closely as possible, befotre %:s, the performance of th

et Global Advisors
C.L.T.). The
CI ACWI ex-
USA IMI Index over the long term.

MTA International Portfolio (International Stock-Blend) - The Portfolio is managed by two complementary,
but independent managers. The balances in thelinyestments are rebal regularly to maintain the 50%/50%
split. By employing two managers, this portfolio offers improved dive tion compared to having a single
investment manager. The underlying investmentsiare:

1. William Blair International Growth Fund (Inte
long-term growth of capital. The fund invests,i
common stocks and orms)of equity inves .g., securities convertible into common stocks),

ck-Growth) - The fund seeks to provide

average growthgprofitability and quality charact
diversification for th based-upon its ongoing evaluation of economic, market and political trends

throughout the world. %
tries ‘World Ex-U.S. Equity (International Stock-Value) — The Collective

is advised iy Mondrian Investment Partners. Mondrian employs an active,

managi ternational equities, and invests in securities where rigorous
identifies value in terms of the long term flow of income. The philosophy
is built upen the assumption that dividend yield and future real growth are critical in determining a
company’s total expected return and that the dividend component will be a meaningful portion of the
expected return ever tim

Small-Cap Equity Fu

MTA Small Cap Core Index Fund (Small Cap Stock-Blend) - The fund invests wholly in the SSgA Russell
Small Cap Index Fund Class S (the Collective Investment Trust C.I.T.). The C.I.T. Fund seeks an investment
return that approximates as closely as practicable, before expenses, the performance of the Russell 2000 Index
over the long term.

MTA Small Cap Core Portfolio (Small Cap Stock-Blend) - The Portfolio is managed by two complementary,
but independent managers. The balances in the investments are rebalanced regularly to maintain the 50%/50%
split. By employing two managers, this portfolio offers improved diversification compared to having a single
investment manager. The underlying investments are:

-9.-
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1. The Conestoga Small Cap Growth Fund (Small Growth) - This Custom Plan Investment Option is
advised by Conestoga Capital Advisors LLC, following their Small Cap Growth Strategy. The Strategy
seeks long-term capital appreciation.

2. The Denver Small Cap Value Fund (Small Value) - This Custom Plan Investment Option is advised
by Denver Investment Advisors LLC. The strategy seeks to achieve long-term capital appreciation
primarily through investments in dividend paying companies with small capitalizations whose stocks
appear to be undervalued.

Mid-Cap Equity Funds

MTA Mid Cap Core Index Fund (Mid Cap Stock-Blend) - The fund invests wholly in the SSgA S&P Mid
Cap Index Non-Lending — Class C (the Collective Investment Trust C.I.T9. »The C.I.T. Fund seeks an
investment return that approximates as closely as practicable, before expenses, the\performance of the S&P
MidCap 400 Index over the long term.

MTA Mid Cap Core Portfolio (Mid Cap Stock-Blend) - The Portfolio is man:
independent managers. The balances in the investments are rebalanced regula
split. By employing two managers, this portfolio offers improved diversification ¢
investment manager. The underlying investments are:

1. Mid Cap Growth / Frontier Capital Fund (Mid €ap StocksGrowth) - This
advised by Frontier Capital Management Compa LC following its Mid Cap Growth Equity
investment strategy. The fund seeks to provide capital appreeiation and outperform the Russell MidCap
Growth Index over the long term. The securities of mid-capitalization companies involve greater risks
than those associated with larger, more established companie may be subject to more abrupt or
erratic price movements.

by two complementary, but
maintain the 50%/50%
ed to having a single

2. Vanguard Selected Value Fund (Mid"Cap s advised by Barrow, Hanley,
Mewhinney & Strauss Inc. The investment seeks ital appreciation and income. The fund
invests mainly in the s of mid-size U.S\¢ i ng stocks considered by an advisor to
be undervalued. U

Fund (BRarge Cap Stock-Blend) - The Fund invests wholly in the Vanguard
ional Plus, Shares. The investment seeks to track the performance of a

e invesw return of large capitalization stocks. The fund attempts to
g all, or substantially all, of its assets in the stocks that make up the index,
holding each stockiin approximately the same proportion as its weighting in the index.

MTA Large Cap Core Portfolio
but independent manager
split. By employing two
investment manager. The

arge Cap Stock-Blend) - The Portfolio is managed by two complementary,
ances in the investments are rebalanced regularly to maintain the 50%/50%
ers, this portfolio offers improved diversification compared to having a single
derlying investments are:

1. T.Rowe Price US Large Cap Value Equity Fund (Large Cap Stock-Value) - The Separate Account
is advised by T. Rowe Price Associates, Inc. and seeks to provide long-term capital appreciation by
investing in common stocks believed to be undervalued. Income is a secondary objective.

2. Jennison Large Cap Growth Fund (Large Cap Stock-Growth) - The Separate Account is sub-advised
by Jennison Associates LLC, following its Large Cap Growth Equity investment strategy. It seeks to
outperform, over the long term, both the Russell 1000 Growth and S&P 500 Indexes and to be the best
performing manager among its peers, with a consistent risk profile.

-10 -
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Fixed Income Funds

MTA Bond Aggregate Index Fund (Fixed Income-Domestic) - The Fund invests wholly in the SSgA US
Bond Index Non-Lending — Class C (the Collective Investment Trust C.I.T.). The Fund seeks to match, as
closely as possible, before expenses, the performance of the Blomberg Barclays U.S. Aggregate Bond Index
over the long term.

MTA Fixed Income Portfolio (Fixed Income-Domestic) - The Portfolio is managed by three complementary,
but independent managers. The balances in the investments are rebalanced regularly to maintain the
34%/33%/33% split. By employing three managers, this portfolio offers improved diversification compared to
having a single investment manager. The underlying investments are:

1. TCW Core Plus Fund (Fixed Income-Domestic) - This separategaccount is sub-advised by
Metropolitan West Asset Management, LLC. The Fund seeks to outperformythe broad bond market by
applying specialized management expertise to and allocating capital'among US government, corporate,
high yield and mortgage-backed sectors. In addition, exposure £o international and emerging markets
fixed income assets are opportunistically incorporated into pettfolio pesitioning. The strategy seeks to
outperform the Bloomberg Barclays Aggregate Bond Index.

2. Loomis Sayles Core Plus Fixed Income Trust (FiXed Income) - The Co ive Investment Trust
Fund seeks high total investment return through a combination of curren ome and capital
appreciation and to outperform its benchmarkythe Bloomberg\Barclays US Ag e Bond Index
denominated in US dollars. This index is used for comparatiyé purposes only and/is not intended to

parallel the risk or investment style of the fund.

3. Wellington World Bond Portfolio (Fixed Income) - The €
advised by Wellington Management Company, LLP. The obje
generate consistent total returns over a full mar
to allocate capital to high quality sovereigh cou
investment ideas across a wide range of diversifie

portfolio risk. /

Stable Value Option
MTA Stable Value Fund (

ctive Investment Trust Fund is sub-
of the World Bond approach is to
vestment process is designed
eously identifying opportunistic
ategies, and to transparently manage

provide safety of principal and a stable credited
overdime compared to other comparable investments. The
primarily comprised of investment contracts issued by

Wf the Nationally Recognized Statistical Rating Organizations

tracts in which the Fund may invest include Separate Account
Guaranteed Investment Contracts (“GICs”) and Security Backed Investment Contracts. These types of
investment contracts seek to provide participants with safety of principal and accrued interest as well as a stable
crediting rate.

Separate Account GICs
account. Separate Accou

issued by and insurance company and are maintained within a separate
s are typically backed by segregated portfolios of fixed income securities.

Security Backed Investment Contracts are comprised of two components: 1) investment contracts issued by a
financial institution and 2) underlying portfolios of fixed income securities (i.e. bonds) whose market prices
fluctuate. The investment contract is designed to allow participants to transact at book value (principal plus
accrued interest) without reference to the price fluctuations of the underlying fixed income securities.

-11 -

Master Page # 158 of 455 - Audit Committee Meeting 1/22/2018



The following chart shows the underlying investments of the MTA Stable Value Fund as of December 31, 2016
and 2015.

Stable Income Fund
Wrap Provider Distribution as of December 31, 2016

. Wells Fargo
New York Life Short Term
Ins. Co. 5.1% Investment Fund

Wells Fargo
Stable Return

Fund 7.0% Prudential

1.0%

Metropolitan Life
Insurance Co. 15.2%

Insurance Co. of
America 15.2%

United States Life
Insurance Company
14.8%

Reinsurance
Group of Amerca
Incorporated
Voya Retirement Nationwide Life 15.4%
Insurance and Insurance Co. /
Annuity Co. 15.1% 11.2%

<

*The Wells Fargo Stable Return Fund W and Wells Fargo/BlaekRock STIF are not a part of the vkmed portfolio.

Stable Income Fund
Wrap Provider Distribution as of December 31, 2015

Metropolitan Life

Insurance Co. New York Wells Fargo

Life Ins. Short Term

0,
15.1% Investment Fund S\{[vebllls ;a:go
United States Faunz 967:’;:”

Life... Prudential

Insurance Co. of
America 14.8%

Reinsurance

Voya Retirement
Insurance and

Annuity Co. Group of Amerca
14.2% i , , Incorporated
Nationwide Life 14.2%
Insurance Co.
10.4%
*The Wells Fargo Stable Return'E ells Fargo/BlackRock STIF are not a part of the wrapped portfolio.

The MTA Plans’ investment options performance is outlined in the following tables. The Plans, with the
assistance of its independent investment consultant, continuously monitors the investment options in
conformance with the investment policy for the Plans. Below each Fund listed below is the benchmark used to
compare the investment results.
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Performance Summary
Year ended December 31, 2016

Stable Value
3 Months 1 Year 3 Years 5 Years 7 Years
MTA Stable Value 0.5% 2.0% 1.9% 2.2% 2.5%
Galliard 5YrCMT+50bps 0.4% 1.5% 1.8% 1.7% 1.8%
Fixed Income
3 Months 1 Year 5 Years 7 Years
SSgA Aggregate Bond Index Fund -3.0% 2.2% 3.6%
Barclays U.S. Aggregate -3.0% 2.2% 3.6%
Loomis Sayles Core Plus Bond -2.3% NA NA
Barclays U.S. Aggregate -3.0% 2.2% 3.6%
TCW MetWest Core Plus Fixed Income -2.6% NA
Barclays U.S. Aggregate -3. 3.6%
Wellington World Bond Fund NA
Citigroup World Government Bond -1.0% 0.9%
Domestic Equity
3 Years 5 Years 7 Years
Vanguard Institutional Index Fund Institutional Plus 8.9% 14.7% 12.8%
S&P 500 8.9% 14.7% 12.8%
T Rowe Price Large Cap Val nd (Prud & 8.3% 14.9% 12.3%
Separate Account)
Russell 1000 Value 17.3% 8.6% 14.8% 12.7%
Jennison Large Cap 0.4% 7.0% 14.3% 11.8%
Account)
Russell 10006 7.1% 8.6% 14.5% 13.0%
SSgA 20.7% 9.0% 15.3% 14.2%
S&P 400 Mid 20.7% 9.0% 15.3% 14.2%
Vanguard Selected 16.3% 6.0% 14.3% 13.0%
Russell Midcap Value 5.5% 20.0% 9.5% 15.7% 14.3%
Frontier Mid Cap Grow -0.3% 5.5% 6.5% 13.8% 12.3%
Account)
Russell Midcap Growth 0.5% 7.3% 6.2% 13.5% 12.9%
SSgA Russell 2000 Index 8.8% 21.3% 6.7% 14.4% 13.2%
Russell 2000 8.8% 21.3% 6.7% 14.5% 13.2%
Denver Small Cap Value (Separate Account) 16.4% 31.5% 9.2% NA NA
Russell 2000 Value 14.1% 31.7% 8.3% 15.1% 13.1%
Conestoga Small Cap Growth (Separate Account) 5.2% 14.9% 4.4% NA NA
Russell 2000 Growth 3.6% 11.3% 5.1% 13.7% 13.2%
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Performance Summary
Year ended December 31, 2016 (continued)

International Equity

3 Months 1 Year 3 Years 5 Years 7 Years
SSgA MSCI ACWI ex-U.S. IMI Index -1.6% 5.2% -1.3% 5.5% NA
MSCI AC WId ex US IMI Net -1.6% 4.4% -1.4% 5.3% 3.3%
William Blair Institutional International Growth Fund -4.2% -2.7% -1.8% 7.0% 5.5%
MSCI AC Wid ex U.S. Growth Net WHT -5.8% 0.1% 5.6% 3.8%
Mondrian ACWI ex US CIT -1.7% 41% NA NA
MSCI AC WId ex US Value Net WHT 3.3% 4.6% 2.3%

Diversified Inflation
3 Months 5 Years 7 Years

SSgA Real Asset NA
SSgA Custom Real Asset Index NA
Lifecycle
5 Years 7 Years
MTA Income 3.7% 4.2%
MTA Income Composite Index 3.5% 4.0%
MTA 2015 3.0% 4.7% 5.3%
MTA 2015 Composite Index 3.2% 4.5% 5.2%
MTA 2020 4.7% 3.0% 5.4% 5.7%
MTA 2020 Composite Inde 6.0% 3.3% 5.2% 5.6%
MTA 2025 5.3% 3.3% 6.7% 6.6%
7.0% 3.7% 6.4% 6.6%
MTA 2030 5.6% 3.4% 7.1% 6.8%
7.5% 3.8% 6.8% 7.2%
5.8% 3.5% 7.7% 7.2%
8.0% 4.0% 7.3% 7.1%
MTA 2040 0.3% 6.0% 3.7% 9.0% 7.9%
MTA 2040 Composite 0.7% 9.0% 4.3% 8.7% 8.0%
MTA 2045 0.5% 6.1% 3.6% 9.8% 8.5%
MTA 2045 Composite Index 1.3% 9.5% 4.1% 9.6% 8.5%
MTA 2050 0.5% 6.1% 3.5% 10.0% 8.6%
MTA 2050 Composite Index 1.3% 9.5% 3.9% 9.8% 8.6%
MTA 2055 0.5% 6.1% NA NA NA
MTA 2055 Composite Index 1.3% 9.5% 3.9% 9.8% 8.6
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Performance Summary
Year ended December 31, 2015

Stable Value
3 Months 1 Year 3 Years 5 Years 7 Years
MTA Stable Value 5% 1.9% 2.1% 2.4% 2.9%
Galliard 5YrCMT+50bps 4% 1.8% 1.9% 1.8% 2.0%
Fixed Income
3 Months 1 Year 5 Years 7 Years
SSgA Aggregate Bond Index Fund -0.5% 3.2% 4.1%
Barclays U.S. Aggregate -0.6% 3.3% 4.1%
Loomis Sayles Core Plus Bond -0.6% NA NA
Barclays U.S. Aggregate -0.6% 3.3% 4.1%
TCW MetWest Core Plus Fixed Income -0.4Y NA
Barclays U.S. Aggregate 4.1%
Wellington World Bond Fund -0.7% NA
Barclays U.S. Aggregate 4.1%
Domestic Equity
3 Years 5 Years 7 Years
Vanguard Institutional Index Fund 15.1% 12.6% 14.8%
S&P 500 15.1% 12.6% 14.8%
T Rowe Price Large Cap V. -3.2% NA NA NA
Separate Account)
Russell 1000 Value -3.8% 13.1% 11.3% 13.0%
Jennison Large 10.9% 18.6% 14.3% 17.5%
Account)
el 7.3% 5.7% 16.8% 13.5% 17.1%
SSgA 2.6% -2.2% 12.7% 10.6% 16.3%
S&P 400 Mid 2.6% -2.2% 12.8% 10.7% 16.4%
Vanguard Select 3.4% -3.8% 13.3% 11.0% 15.5%
Russell Midcap Value 3.1% -4.8% 13.4% 11.3% 16.2%
Frontier Mid Cap Growth 21% 3.0% 15.3% 11.6% 16.2%
Account)
Russell Midcap Growth 4.1% -0.2% 14.9% 11.5% 18.0%
SSgA Russell 2000 Index 3.6% -4.4% 11.6% 9.1% 13.9%
Russell 2000 3.6% -4.4% 11.7% 9.2% 14.0%
Denver Small Cap Value (Separate Account) 1.6% -7.3% NA NA NA
Russell 2000 Value 2.9% -7.5% 9.1% 7.7% 1.7%
Conestoga Small Cap Growth (Separate Account) 8.7% 7.6% NA NA NA
Russell 2000 Growth 4.3% -1.4% 14.3% 10.7% 16.3%
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Performance Summary

Year ended December 31, 2015 (continued)

International Equity

3 Months 1 Year 3 Years 5 Years 7 Years
SSgA MSCI ACWI ex-U.S. IMI Index 3.0% -4.5% 1.7% NA NA
MSCI AC World ex U.S. Net 3.5% -4.6% 2.0% 1.3% 8.1%
William Blair Institutional International Growth Fund 4.8% 0.1% 5.0% 4.4% 11.4%
MSCI AC World ex U.S. Growth Net WHT 5.0% -1.3% 21% 8.4%
Target International Equity Portfolio Q 4.2% 1.9% NA NA
MSCI AC World ex U.S. Value Net WHT 1.4% -0.1% 6.5%
MSCI EAFE Value NET WHT 2.7% 2.5% 6.7%
Diversified Inflation
3 Mont| 3 Years 7 Years
SSgA Real Asset -1. -6.8% NA
SSgA Custom Real Asset Index -1.9% -6.7% NA
Lifecycle
Years 5 Years 7 Years
MTA Income 2.3% 3.5% 4.7%
MTA Income Composite Index 2.0% 3.4% 4.4%
MTA 2015 3.4% 4.3% 7.2%
MTA 2015 Composite Index 3.1% 4.1% 6.2%
MTA 2020 1.0% 4.2% 4.9% 7.9%
MTA 2020 Composite Index -0.4% 3.7% 4.5% 6.9%
MTA 2025 0.9% 5.5% 5.7% 8.9%
MTA 2025 Com -0.8% 4.9% 5.3% 8.1%
MTA 2030 0.8% 5.9% 5.9% 9.4%
MTA -1.0% 5.2% 5.5% 9.4%
MTA 2035 0.7% 6.4% 6.3% 10.0%
MTA 2035 Compo 2.5% -1.3% 5.6% 5.8% 9.2%
MTA 2040 3.9% 1.0% 8.1% 7.0% 11.1%
MTA 2040 Composite Inde 3.2% -1.5% 71% 6.5% 10.4%
MTA 2045 4.4% 0.9% 9.1% 7.4% 11.9%
MTA 2045 Composite Index 3.8% -2.1% 8.0% 6.9% 11.4%
MTA 2050 4.4% 0.8% 9.4% 7.6% 12.2%
MTA 2050 Composite Index 4.0% -2.2% 8.2% 7.0% 11.6%
MTA 2055 NA NA NA NA NA
MTA 2055 Composite Index NA NA NA NA NA

1 The MTA 2055 Fund was added to the Program on December 16, 2015.
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The table below summarizes the Plans’ investments by category at December 31, 2016:

FUND INVESTMENT SUMMARY

457 401k
Investment at Contract
and NAYV Values Allocation Allocation
Target-Year Lifecycle Funds $337,361,658 1491%  $511,083,782 16.61%
International Equity Funds 116,728,024 5.16 171,361,857 5.57
Small-Cap Equity Funds 118,205,125 522 166,365,725 541
Mid-Cap Equity Funds 173,715,288 7.68 225,750,953 7.34
Large-Cap Equity Funds 521,273,769 23.03 756,369,579 24.59
Bond Funds 108,333,099 4.7 59,628,660 5.19
Stable Income Fund 884,832,829 3 051,737 35.18
Self-Directed Investment Option 2,522,819 0. 0.11
Total Investments $2,262,972,611 100% $3,076,148, 100%

The table below summarizes the Plans’ investments by catego Décember 31, 2015:

X

FUND INVESTMENT SUMMARY

401k
Investment at Contract

and NAYV Values Allocatio Allocation

Target-Year Lifecycle Funcf $318,524,684 39%  $476,611,941 17.05%
International Equity Funds 5.11 154,481,314 5.53
Small-Cap Equity Funds 4.59 132,230,414 4.73
Mid-Cap Equity Funds 7.57 201,497,979 7.21
Large-Cap Equity Fund: 24.10 715,264,509 25.59
Bond Fun 86,716,130 4.19 126,838,507 4.54
Stable e Fund ,593,393 38.93 984,627,394 35.23
Self-Dire vestment Optio 2,391,986 0.12 3,430,742 0.12
Total Investments $2,069,184,138 100%  $2,794,982,800 100%

At December 31, 2016, th estment option holding the largest portion of participants’ funds in both the 457
and 401(k) Plans was the Stable Income Funds with 39.10% and 35.18% of invested funds, respectively. This
was followed by the Large-Cap Equity Funds with 23.03% and 24.59% of invested 457 and 401(k) funds,
respectively.

At December 31, 2015, the investment option holding the largest portion of participants’ funds in both the 457
and 401(k) Plans was the Stable Income Funds with 38.93% and 35.23% of invested funds, respectively. This
was followed by the Large-Cap Equity Funds with 24.10% and 25.59% of invested 457 and 401(k) funds,
respectively.
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Economic Factors

Market Overview and Outlook — 2016

Despite investors entering the year with a myriad of concerns; such as soft economic growth in the United
States (“U.S.”) and China, elevated valuations in nearly every market and asset class, and rising geopolitical
tensions, performance proved to be robust and resilient across almost all major markets. After a weak 2015
appetite for risk was hearty as equities continued to march ever higher in the U.S., Japan, and Emerging Markets
and returns were strong in the riskier corners of fixed income in investment grade, high yield, and emerging
markets bonds.

Market performance was framed by a rather benign macro environment; albeit with some transitory
complications. In 2015, eyes had turned toward a weakening Chinese econonty, result}1g in commodity markets
continuing their steep decline and volatility rising across the equity and fixed income markets. Emerging
markets, particularly those centered on commodities where deman tied hinese growth, experienced
sharp declines in 2015. As the calendar flipped from 2015 to 2016, these con dissipated and emerging
markets rallied significantly off their 2015 lows. Europe was againin the headlines, this time as Brexit caused
momentary anxiety that evaporated within days of the history-making vote. Nonethele rope and the United
Kingdom were among the few markets to post negative performance for 2016.

4
In the U.S., the Federal Reserve held off raising interest ratwl Decem&(, well off the pace and trajectory
forecast by markets heading into 2016. The December raise came weeks after Donald Trump’s election to the
Presidency, which fueled a strong equities market push in the 4™ qu.
reform, repeal of the Affordable Care Act, andwa re-writing of th
expectations are will play out in 2017 and 2018 ahead of the mid-term e

er behind expectations for regulatory
. Tax Code. How realistic these
cle will remain to be seen.

Macro Themes

Tepid global growth continuing
e Central Bank policy,”;e\nce, U.S. tightening while Europe and Japan eases

e China reforms; tufmoil in emerging markets an
e High valuations and increasing leverage

The macro picture was framed b i Wm, with the likelihood that below average economic
performance i . eloped markets look to remain lukewarm , with Gross
Domestic th struggling to break through the (+3.0%) level globally and perhaps likely
to fall s 1 S. Japani or 2018 according to both the International Monetary Fund
dued across the developed markets while currency depreciation

emains
in emerging markets have led to'spikes in‘inflation. The U.S. is in an environment where short-term interest
rates will likely rise over the next two years; Europe and Japan are in a decidedly different place. Weak demand

and low inflation in"Europe and J
European Central Bank interv

n have led to further central bank intervention and easing. The continued
on in credit and bond markets may lead to problems down the road. In
emerging markets, centra have moved to increase interest rates in order to tame both inflation and capital
outflows. The slower pace/of U.S. interest rate increases has continued to result in a U.S. dollar weakening a
bit from highs in 2015 and 2016, potentially easing some strain on the U.S. manufacturing and exporting sectors.

Europe continues to be impacted by high levels of public debt, fractious politics and low economic growth.
Like emerging markets, a significant portion of Europe’s export engine is tied to Chinese demand and growth.
Lower growth in China will place pressures on Europe, in particular net exporters, such as Germany. Debt
levels have not yet moderated post-financial crisis and flare-ups in periphery countries, such as in Greece,
Portugal, Italy, and Spain, are likely to continue as growth remains challenged and reforms and austerity lose
support. Banks will continue their deleveraging cycle should new rules (Basel III) on risk capital are
implemented. In Japan, where banks are in better health, high public debt, low growth, a weakening regional
economic picture, and aging demographics will challenge the government in delivering their growth and
inflation targets.
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Emerging markets posted solid returns in 2016 as the impact of capital flows due to the U.S. interest rate
increases were much lower than expected. The main emerging markets, Brazil, Russia, India and China, defined
as the “BRICs” all face their own challenges. Brazil faces high inflation, high interest rates, low growth, and a
government beset by allegation of corruption. China, in attempting to shift from being manufacturing- oriented
to a consumer-based economy, faces significant pressures to meet its growth target of (+7.0%) per year and will
face a significant leadership election in late 2017. Russia remains impacted from lower energy prices and
economic sanctions. Finally, India seems to continually disappoint in liberalizing its economy and
implementing the structural reforms necessary to unleash its potential.

United States
Markets in the U.S. were strong for the year and were amongst the best performers in,2016. Unlike other regions,
the U.S. appears to be on relatively sound footing, with unemployment deelining to very low levels and the
remaining hangovers from the 2008 financial crisis appearing to fully disipate. The better economic picture
provided the Federal Reserve enough leeway to raise interest rates in December, causing a sell-off in
government bond markets.

Equity
e  Surprising and solid year for stocks
e Valuations stretched £

e Risk Indulging — Small Cap outperformed Large chlicals oﬁpﬁrformed Defensives;
e Value leads growth on Bank sector performance

e Barring significant developments, equity.markets set for another.low-return year

indices posting returns of
ormed large cap. Small Cap, as
ap Index lagged bust still managed

Large Cap stocks were strongly positive, With\the S
(+12.0%) and (+12.1%), respectively. Small Cap'and
measured by the Russell 2000 Index, returned (+21.:3%). T

to post a (+13.8%) return. ,

Digging deeper, there wasfsignificantperformance dis
well with Energy (+28:0%),, Financials (+22.7%) an
Healthcare (-2.8%), Real E +3.2%),. and Consume

sion across the sectors. Cyclical Sectors performed
strials (+20.0%) leading the charge higher.
taples (+5.0%) were the lagging sectors. This

divergence shows investors’ ap shiftedﬁwhen defensive and yield oriented sectors were the
best performi the S&P 500. In 2016, investors shifted towards sectors tied to economic growth
(Energy an e that may,benefit from deregulation (Financials).

The return of‘an appetite for risk\was alsoevident within the U.S. Fixed Income markets. Treasuries returned
(+1.0%) for the year; although this sector was impacted particularly hard in period after the U.S. Election as the
Federal Reserve increased interest rate. The 4™ quarter return of (-3.8%) was amongst the worst 3 month return
in Treasuries in quite 'some time. Government bonds will likely not provide the safe haven status previously
counted on by investors g rward given the Trump Administration’s pledges on spending/stimulus and the
populist tone of the campaign. Credit outperformed Treasuries for the year, with (+5.6%), although it too gave
back significant performafice in the 4™ quarter (-3.0%). High yield posted impressive gains, as worries in the
Energy sector that significantly impacted the market in 2015 gave way to optimism that defaults would not be
nearly as extreme as anticipated. High Yield not only posted a strong return for the year (+17.1%) but unlike
other areas of fixed income, was also positive in the 4™ quarter (+1.8%). Volatility entered the fixed income
markets significantly in the back half of the year. High Yield held steady in the face of rising interest rates as
higher quality and more liquid segments of the market lost value.

I nternational Devel oped

e Weak year in Developed Markets (U.S. dollar returns)

e Eurozone and United Kingdom slightly negative for the year

e Japan and Far East positive performers
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e Equity valuations in developed markets appear relatively cheaper than the U.S.
e Low returns in fixed income in 2016 and expected through 2017

Europe muddled through another year in 2016 and seemed to never quite hit its stride even as growth projections
continued to improve. In U.S. dollars, Europe and United Kingdom equities posted negative performance in
2016. Much of the negative performance as due to currency movements, as both the Euro and Sterling
depreciated against the U.S. dollar in 2016. Brexit led to a historical decline in the Sterling through the summer
and fall and the effects of the decision to leave the European Union may take years to be realized. Unlike the
U.S., equity valuations appear a little more attractive in Europe and there may be a likelihood that investors will
shift their focus from U.S. to European Equities. In Asia, most developed markets posted positive performance,
albeit relatively tepid performance in U.S. dollar terms.

Fixed income markets in Europe and Japan are largely centered on government bondsywith corporate and asset-
backed issuance making up a fraction of the overall markets. Global Treasuries returned (+1.6%) in 2016,
although 4" quarter was particularly unkind with a (-8.5%) return. of the.negative performance can be
attributed to market responses to the interest rate increases in the U.S,, the rel trength of the U.S. dollar,
and the return to risk taking across most markets.

Emerging Markets

* Solid year in Emerging Markets (U.S. dollar returns
e Major rebound from performance in 2015 -~
e Brazil, Russia, and Thailand posted big years

e Mexico and Turkey worst performers

¢ Emerging Market Bonds reversed recent petformance losses
e No end in sight for volatility and macro risks remain elevated

ong calendar year

Emerging markets posted strong performance as investo isky assets extended into emerging
markets stocks and bonds. The emerging market +11.2%) for the year. Of the markets
tracked by Morgan Stanley Index (“MSCI”), Brazil (+66.8%), Russia (+55.5%) and Thailand (+19.6%)

posted the strongest gains« China was'a notable laggard for the year, with its (+1.1%) gain trailing the broader
e of the bond markets of emerging markets was

ears or'ecord for commodities

e Little expectation for a full recovery in commodity prices in the near term

Commodity indices posted positi
(+11.8%). Industrial metals (iro
year. Also reversing rec
consistent with a risk-on
sectors.

performance in 2016, with the broad Bloomberg Commodity Index up
e, zinc, nickel, aluminum, and copper) all posted strong performance for the
ory with a rebound in performance were oil and natural gas. Precious metals,
tude from investors, lagged the overall commodity market and the other main

Contact Information

This financial report is designed to provide a general overview of the Metropolitan Transportation Authority
Deferred Compensation Program’s finances. Questions concerning any data provided in this report or requests
for additional information should be directed to the Deferred Compensation Department, Metropolitan
Transportation Authority, 2 Broadway 10™ Floor, New York, NY 10004.

% sk sk ok %
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFERRED COMPENSATION PROGRAM

STATEMENTS OF PLANS NET POSITION
AS OF DECEMBER 31, 2016 AND DECEMBER 31, 2015
($ In THOUSANDS)

2016 2015
457 401K 457 401K
ASSETS:
Investments at contract value $ 942288 §$ 1,165,5A $ 861,989 $1,064,401
Investments at net asset value 1,320,685 1,910,555 1,207,195 1,730,582
Total investments 2,262.973 34076,148, 2,069,184 2,794,983

Other plan investments:

Participant loans receivable ' 136,075 129,902
Total other plan investments ;i 36,075 129,902
Total assets 2,332,7 12,223 2,136,545 2,924,885
LIABILITIES:
Administrative expense reimbursement 390 501 375 472
Total liabilities ?T 375 472
TOTAL NET POSITION
RESTRICTED FOR B FI $ 2,332,398 {3,21 1,722 $ 2,136,170  $2,924413

See notes to financial state
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFERRED COMPENSATION PROGRAM

STATEMENTS OF CHANGES IN PLANS NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
($ In THOUSANDS)

2016 2015
457 401K 457 401K
ADDITIONS:
Investment income: A
Net appreciation in fair
value of investments $ 117,182 $ 164,042 $ 36997 $§ 49,879
Total investment income 117,182 164,042 36,997 49,879
Contributions:
Employee contributions, net 172, 29,329 226,386
Participant rollovers , 025 17,471
Employer contributions - , 4,875
Total contributions 177,851 254,327 181,031 248,732
Other additions: ‘
Loan repayments - interest k 5,713 2,762 5,336
Total additions 297,997 424082 220,790 303,947
' 4
DEDUCTIONS:
Distribution to p 63,286 47,642 58,729
Transfers to other pla 69,068 43,881 71,819
Net loan initiations/repa (152) (116) (201)
Loan defaults/offsets 2,531 1,894 2,749
er plans 225 517 247 518
1,056 1,022 1,442 1,828
tive expense 390 501 375 472
Total deductions 101,769 136,773 95,365 135,914
Increase in net pos 196,228 287,309 125,425 168,033
TOTAL NET POSITION
RESTRICTED FOR BENEFITS
Beginning of year 2,136,170 2924413 2,010,745 2,756,380
End of year $ 2,332,398 $ 3,211,722 $ 2,136,170 $2,924,413

See notes to financial statements.
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFERRED COMPENSATION PROGRAM

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
($ in Thousands)

1.

PLANS BACKGROUND AND DESCRIPTION

Description — The Deferred Compensation Program consists of two defined contribution plans that
provide benefits based solely on the amounts contributed to each participant’s account(s), plus or minus
any income, expenses and gains/losses. The Deferred Compensation Prog comprised of the Deferred
Compensation Plan For Employees of the Metropolitan Transpoértation Authority (“MTA”), its
Subsidiaries and Affiliates (“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
participant charges, including investment and other fees,€over the costs of administering the Deferred
Compensation Program.

In 1984, the MTA established the 457 Plan to pr efits cmctitive with pri ndustry. Only
managerial employees were permitted to participate in vestment optigns 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. Pursuant to ﬁemal Revenue Code (“Code”) Section 457, the MTA has

established a trust or custodial account to holdyplan assets for the exclusive benefit of the participants and
their beneficiaries. Participation in the 457 Plan is available to nen=represented employees and, after
collective bargaining, most represented employeeswpof compensation deferred under the 457
Plan, and all income attributable to such compensation, enses and fees, are held in trust for the

ants and their beneficiaries. Aecordingly, the 457 Plan is not reflected on
nts of net position. &

exclusive benefit of the pa
the MTA’s consolidate

ualified plan under section 401(k) of the Code.
S ruling "grandfathered" the plan under the Tax

participants,and their beneficiaries. Accordingly, the 401(k) Plan is not
idated statements of net position. The 401(k) Plan received a favorable
ternal‘Revenue Service dated October 27, 2016.

Financial Advisor to 1de greater diversification and flexibility. In 1988, after receiving an IRS
determination letter for the 401(k) Plan, the MTA offered its managers the choice of either participating
in the 457 Plan or the401(k) Plan. By 1993, the MTA offered eight investment funds: a Guaranteed Interest
Account Fund, a Money Market Fund, a Common Stock Fund, a Managed Fund, a Stock Index Fund, a
Government Income Fund, an International Fund and a Growth Fund.
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In 1998, the Deferred Compensation Committee approved the unbundling of the Plans. In 2008, the Plans’
investment choices were re-structured to set up a four-tier strategy:

e Tier 1 — The MTA Target-Year Lifecycle Funds, which are comprised of a mix of several
funds, most of which are available separate investments in the Deferred Compensation
Program. The particular mix of investments for each Fund is determined by the “target”
date, which is the date the money is intended to be needed for retirement income.

e Tier 2 - The MTA Index Funds offer a tier of index funds, which invest in the securities of
companies that are included in a selected index, such as the Standard & Poor’s 500 (large
cap) Index or Russell Mid Cap Index.

e Tier 3 —The MTA Actively Managed Portfolios, which armmed of actively managed
portfolios that are directed by one or a team of professional managers who buy and sell a
variety of holdings in an effort to outperform a selectéd index. These institutional strategies
provide participants with a diversified array ofdistinct asset, classes, with a single fund
option in each class to simplify the decision making process.

erienced investors.
well-known
unt balances in

is designed for the mor
f mutudl, funds from hun
t only a portion of their a

The two Plans offer the same array anestment options. Eligible participants in the Deferred

e Tier 4 — Self-Directed Mutual Fund Opti
Offers access to an expanded univ
mutual fund families. Participants
this Tier.

Compensation Program include employees (and. in the case of Metropolitan Suburban Bus Authority,
former employees) of: >

ail Road Company (“MTA Long Island Rail Road”)
e and Tunnel Authority (“MTX Bridges and Tunnels”)

eferred Compensation Program’s (“Program”) financial statements are
prepared on the acerual basis of accounting under which deductions are recorded when the liability is
incurred and revenue ecognized in the accounting period in which they are earned. Benefits and
refunds are recognized when due and payable in accordance with the terms of the Plans. Contributions from
members are recordedwhen the employer makes payroll deductions from plans’ members. Additions to the
Plans consist of contributions (member and employer) and net investment income. Investment purchases
and sales are recorded as of trade date.
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For financial reporting purposes, The MTA adheres to accounting principles generally accepted in the
United States of America. The MTA Deferred Compensation Program applies all applicable
pronouncements of the Governmental Accounting Standards Board (“GASB”).

New Accounting Standards Adopted — The Plans have not adopted any new GASB Statement(s) for this
financial reporting period.

Recent Accounting Pronouncements — Not yet adopted

GASB MTA DC Program
Statement Required Year of
No. GASB Accounting Standard Adoption

Accounting and Financial Reporting for Pensions,and Related
Assets That Are Not within the Scope o SB Statement 68, and
73 Amendments to Certain Provisions ts 67 and 68 2017
84 Fiduciary Activities 2019
2018

85 Omibus 2017

Use of Estimates - The preparation of th gram’s financial statements in conformity with accounting
principles generally accepted in the United ‘States merica as prescribed by Government Accounting
Standards Board (“GASB”). These principles requlwt to make estimates and assumptions that
affect the reported amounts of assets and liabilities an rted amounts of revenues and expenses

during the reporting period. | results could differ from those estimates which include fair market value
of investments. &

Investment Valua Income Recognition - ents are stated at contract and NAV values as
rustge®). All investme re registered, with securities held by the Plans’
Trustee, in the name of the ans’ investments are adjusted to contract and NAV
values as ofithe last business day of the Plan . Gains and losses on investments that were sold during
appreciation/(depreciation) in contract and NAV values of investments.

mary investment objective of the Program is to offer a set of investment
re offered to allow participants to build portfolios consistent with their
investment risk/return preferences.

e Each option is adequately diversified.

e Each option has a risk profile consistent with its position in the overall structure.

e Each option is managed so as to implement the desired risk profile of the asset class it represents.
Investment Guidelines - The Deferred Compensation Committee selects and executes agreements with

qualified investment managers and/or funds which fulfill the criteria of the identified investment option.
The Program is participant-directed and participants select from among the available investment options.
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The investment options used to fund the various asset classes may be separately managed portfolios,
commingled funds, or mutual funds. The Committee may from time to time modify the number and
characteristics of the investment vehicles to be made available to participants within each investment
option.

The specific investment vehicles chosen by the Committee must have appropriate investment characteristics
and be managed by organizations which, by their record and experience, have demonstrated their
investment expertise.

Such investment vehicles also should:

strategy assets; strategy is defined as assets in all vehicles (separ unts, collective trusts and

e Have sufficient assets under management so that the MTA accountl’i not more than 10% of total
mutual funds),

y A

e Be well diversified,

e Have a minimum of three years of verifiable inves
e Have acceptable volatility in line with inves

e Have the liquidity and/or marketability to pay ben
of the Program, and

e Have a reasonable expense ratio. ‘
Concentration of Credit Risk - Individual investmm Plans that represent 5.0% or more of

the Plans’ net position avai r benefits at December 31, 20}6 and 2015 are as follows:

Investment at contr alue — December 31, 201 457 Value 401(k) Value

$884,832,828 $1,082,051,7376

457 Value

$280,530,154

401(k) Value

$406,804,304

240,743,614 349,565,275

118,951,820 162,505,459

Investment at contract value — December 31, 2015 457 Value 401(k) Value
MTA Stable Value Fund $805,593,393 $984,627,394
Investment at NAV — December 31, 2015 457 Value 401(k) Value

MTA Large-Cap Growth Portfolio
MTA Large-Cap Core Index Fund
MTA Mid-Cap Core Portfolio

$228,173,059
212,164,917
113,520,739

$319,854,420
308,799,014
152,803,898
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The following table shows the contract and NAV values of investment in the various investment options at

December 31, 2016 and 2015.

Investments at Contract and NAV Values at December 31, 2016

Target-Year Lifecycle Funds

MTA Target-Year Lifecycle 2015 Fund
MTA Target-Year Lifecycle 2020 Fund
MTA Target-Year Lifecycle 2025 Fund
MTA Target-Year Lifecycle 2030 Fund
MTA Target-Year Lifecycle 2035 Fund
MTA Target-Year Lifecycle 2040 Fund
MTA Target-Year Lifecycle 2045 Fund
MTA Target-Year Lifecycle 2050 Fund
MTA Target-Year Lifecycle 2055 Fund
MTA Income Fund

International Equity Funds
MTA International Portfolio
MTA International Index Fund

Small-Cap Equity Funds
MTA Small Cap Core Portfolio
MTA Small Cap Core Index

Mid-Cap Equity Funds
MTA Mid Cap Core Po
MTA Mid Cap Core Index Fu

Bond Funds
MTA Bond Core Plus Portfolio
MTA Bond Aggregate In

Fixed Investment Option
MTA Stable Value Fund

Self-Directed Investment Account

457 Value

$ 41,439,321
33,271,385
80,062,230
28,287,285
56,214,370
15,416,531
29,634,556
17,177,246

12,027,603

\ Ve

1 51,820
54,763,467

240,743,614
280,530,155

90,567,141
17,765,958

884,832,829

2,522,819

y A

401k Value
$60,269,953
46,676,589
123,544,760
46,085,679

A 92,402,080
24,323,413
48,967,006
18,804,565
314,097
» vml
x 155,594,670

15,767,187

123,467,355
42,898,369

162,505,459
63,245,494

349,565,275
406,804,304

138,523,476
21,105,184

1,082,051,737

3,535,728

Total

$ 2,262,972,611

$ 3,076,148,021
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Investments at Contract and NAYV Values at December 31, 2015

Target-Year Lifecycle Funds

MTA Target-Year Lifecycle 2015 Fund
MTA Target-Year Lifecycle 2020 Fund
MTA Target-Year Lifecycle 2025 Fund
MTA Target-Year Lifecycle 2030 Fund
MTA Target-Year Lifecycle 2035 Fund
MTA Target-Year Lifecycle 2040 Fund
MTA Target-Year Lifecycle 2045 Fund
MTA Target-Year Lifecycle 2050 Fund
MTA Target-Year Lifecycle 2055 Fund
MTA Income Fund

International Equity Funds
MTA International Portfolio
MTA International Index Fund

Small-Cap Equity Funds
MTA Small Cap Core Portfolio
MTA Small Cap Core Index

Mid-Cap Equity Funds
MTA Mid Cap Core Portfolio
MTA Mid Cap Core Index E

Large-Cap Equity Funds
MTA Large Cap Core Index Funi
MTA Large Cap Growth Portfolio

MTA Bond Aggregate Index Fun

Fixed Investment Option
MTA Stable Value Fund

Self-Directed Investment Account

457 Value
$ 44,493,225
31,701,586
74,885,902
24,716,722
52,410,891
13,328,970
28,087,895
14,888,447
27,804
33,983,242

95 ,289
260

66,531,555
28,396,091

\ y

143,520,739

43,009,733 ¢

,164,017
28,173,059
58,383,202

73,243,932
13,472,198

805,593,393

2,391,986

401k Value
$62,596,459
43,876,804
115,481,365
40,601,292
85,149,529
20,399,118
46,319,157
16,890,681
6,624
45,290,912

,216,984
,330

99,416,057
32,814,357

152,803,898
48,694,081

308,799,014
319,854,420
86,611,075

110,850,879
15,987,628

984,627,394

3,430,742

Total

$ 2,069,184,138

$ 2,794,982,800
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The following tables show the interest and/or dividends earned on investments and net appreciation/
(depreciation) for the years ended December 31, 2016 and 2015.

457 Investments at December 31, 2016

Cash Appreciation/Depreciation
Target-Year Lifecycle Funds Earnings In Fair Market Value - Net
MTA Target-Year Lifecycle 2015 Fund $ - $1,907,176
MTA Target-Year Lifecycle 2020 Fund - 1,492,000
MTA Target-Year Lifecycle 2025 Fund - 4,000,485
MTA Target-Year Lifecycle 2030 Fund - 1,450,686
MTA Target-Year Lifecycle 2035 Fund - 3,065,539
MTA Target-Year Lifecycle 2040 Fund - y 870,303
MTA Target-Year Lifecycle 2045 Fund - 1,695,872

MTA Target-Year Lifecycle 2050 Fund -
MTA Target-Year Lifecycle 2055 Fund -

MTA Income Fund ]

International Equity Funds
MTA International Portfolio 2 (1,363,178)

982,301

MTA International Index Fund ‘ - 543,032

Small-Cap Equity Funds \ ,

MTA Small Cap Core Portfolio 2 4 15,688,043

MTA Small Cap Core Inde - ) 5,626,671

Mid-Cap Equity F

MTA Mid Cap Core Portfo 11,761,464

MTA Mid Cap.Coreslndex Fu - 8,858,418
3 25,580,298
2 22,663,970
- 2,267,800

- (11,279,032)
Bond Funds

MTA Bond Core Plus Portfolio 5 2,773,516
MTA Bond Aggregate Index Fund - 246,700
Fixed Investment Option

MTA Stable Value Fund 5 16,658,539
Self-Directed Investment Account - 113,252
Total $20 $117,181,631

Master Page # 176 of 455 - Audif Committee Meeting 1/22/2018



457 Investments at December 31, 2015

Target-Year Lifecycle Funds

MTA Target-Year Lifecycle 2010 Fund
MTA Target-Year Lifecycle 2015 Fund
MTA Target-Year Lifecycle 2020 Fund
MTA Target-Year Lifecycle 2025 Fund
MTA Target-Year Lifecycle 2030 Fund
MTA Target-Year Lifecycle 2035 Fund

MTA Target-Year Lifecycle 2040 Fund
MTA Target-Year Lifecycle 2045 Fund
MTA Target-Year Lifecycle 2050 Fund
MTA Target-Year Lifecycle 2055 Fund
MTA Income Fund

International Equity Funds
MTA International Portfolio
MTA International Index Fund

Small-Cap Equity Funds
MTA Small Cap Core Portfolio

‘ 3)

Cash Appreciation/Depreciation
Earnings In Fair Market Value - Net
$ - ($14,244)
2 480,156
- 261,402
- 596,181
- 134,993

- 312,228
86,426

45

_ ‘ . 234,658

6 89,305
/ N 416

@1) 324,408

381,
- (616,930)

28,327

MTA Small Cap Core Index , (1,255,518)

Mid-Cap Equity Funds

MTA Mid Cap Core Port 4) 7 (513,021)

MTA Mid Cap Core I - (1,130,066)

Large-Cap Equity Funds

MTA Large €ap Core Index Fu 3) 3,150,685
(6) 21,671,008
2) (1,709,687)
43 (556,142)

- 45,065

Fixed Investment Option

MTA Stable Value Fund 70 15,044,409

Self-Directed Investment Account - (48,528)

Total $113 $36,996,693
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401(k) Investments at December 31, 2016

Cash Appreciation/Depreciation
Target-Year Lifecycle Funds Earnings in Fair Market Value - Net
MTA Target-Year Lifecycle 2015 Fund $ - $2,802,273
MTA Target-Year Lifecycle 2020 Fund - 2,121,748
MTA Target-Year Lifecycle 2025 Fund - 6,227,084
MTA Target-Year Lifecycle 2030 Fund - 2,390,027
MTA Target-Year Lifecycle 2035 Fund 10 5,026,975
MTA Target-Year Lifecycle 2040 Fund - 1,365,778
MTA Target-Year Lifecycle 2045 Fund - 2,864,989
MTA Target-Year Lifecycle 2050 Fund - 56,316
MTA Target-Year Lifecycle 2055 Fund - 4,944
MTA Income Fund - 4 N 2,153,425

International Equity Funds
MTA International Portfolio 2
MTA International Index Fund

Small-Cap Equity Funds x Ox
MTA Small Cap Core Portfolio 42) 23,418,178

MTA Small Cap Core Index - 6,783,924
Mid-Cap Equity Funds ‘

MTA Mid Cap Core Portfolio 16,078,358

MTA Mid Cap Core Index Fund ¢ . 10,375,050

&

(42) 37,044,450

32,862,868

3) 3,509,906

45 (15,799,263)

(26) 4,239,295

- 348,844

(566) 20,297,512

- 189,658

Total ($856) $164,042,927
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401(k) Investments at December 31, 2015

Cash Appreciation/Depreciation
Target-Year Lifecycle Funds Earnings in Fair Market Value - Net
MTA Target-Year Lifecycle 2010 Fund $ - (8$17,298)
MTA Target-Year Lifecycle 2015 Fund - 661,014
MTA Target-Year Lifecycle 2020 Fund - 377,238
MTA Target-Year Lifecycle 2025 Fund 3 914,637
MTA Target-Year Lifecycle 2030 Fund - 267,156
MTA Target-Year Lifecycle 2035 Fund - 557,705
MTA Target-Year Lifecycle 2040 Fund - 140,509
MTA Target-Year Lifecycle 2045 Fund - 360,969
MTA Target-Year Lifecycle 2050 Fund - A 89,310
MTA Target-Year Lifecycle 2055 Fund - 27
MTA Income Fund 1 / \ 446,354
International Equity Funds
MTA International Portfolio 27) . 377,593

MTA International Index Fund 721,280)
Small-Cap Equity Funds x

MTA Small Cap Core Portfolio 49) (32,359)

MTA Small Cap Core Index - (1,556,907)

Mid-Cap Equity Funds ‘
MTA Mid Cap Core Portfolio , (665,103)
MTA Mid Cap Core Index Fund N (1,192,480)
i 4

01) 4,535,707

30,585,709

) (2,683,389)

(103) (831,452)

- 46,064

(2,136) 18,308,257

- (85,689)

($2,641) $49,882,292
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Credit Risk — The investment alternatives offered under the Program are not guaranteed by any
governmental body, including the MTA, and are not risk-free. The safety of funds invested in the various
investment accounts is based upon the performance and stability of the securities in the underlying
portfolios. Investment in these funds can be expected to increase or decrease in value depending upon
market conditions. The Deferred Compensation Committee (the “Committee”), with the assistance of its
independent investment consultant continuously monitors the program funds pursuant to investment policy
and objectives. When funds are determined to not be meeting the investment policy and objectives, they
are closed and replaced.

At December 31, 2016, the following credit quality rating has been assigned by a nationally recognized
rating organization to the Fixed Income Portfolio of the Plans:
| 401(k)

Percentag "? \ Percentage of
Fixed Inco Fixed Income
Quiality Rating 457 [ Portfolio
AAA $ 508,196,244 87% $ 6649 43.12%
AA 78,691,151 6.64% 101,629, 6.59%
A 163,177,729 3.76% 209,551,01 13.59%
BBB 132,771,937 171,855,68 11.14%
BB 11,519,025 97% 17,304,407 1.12%
Below BB 0.66%. 12,093,848 0.78%
Credit Risk Debt Securities 76.10% 1,177,391,866 76.34%
U.S. Government Bonds 283,367,025 90% 364,860,700 23.66%
Total fixed income

securities 1,185,511,520 100.00% 1,542,252,566 100.00%

Other securities no
equity, interndtion

and corporate bonds 1,533,895,455

$2,262,972,611 $ 3,076,148,021

y
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At December 31, 2015, the following credit quality rating has been assigned by a nationally recognized
rating organization to the Fixed Income Portfolio of the Plans:

457 401(K)
Percentage of Percentage of
Fixed Income Fixed Income
Quality Rating 457 Portfolio 401(k) Portfolio
AAA $ 469,727,691 43.63% $ 612,834,150 43.94%
AA 63,380,137 5.89% 80,671,205 5.78%
A 144,495,317 13.42% 185,659,267 13.31%
BBB 116,889,017 10.86% 0,862 10.91%
BB 10,162,966 0.94% 14,873,718 1.07%
Credit Risk Debt Securities 808,152,484 ,072,756 75.36%
U.S. Government Bonds 268,525,761 24.64%
Total fixed income

securities 1,076,678,245 1,394,685, 100.00%

Other securities not rated -
equity, international funds

and corporate bonds 992,505,893 1,400,297,047

$2,069,1 ,982,800
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Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the contract
and NAYV values of the investment. Duration is a measure of interest rate risk. The greater the duration of a
portfolio, 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 100 basis point change in interest rates.

2016
Investment Type

Stable Value Fund

Loomis Sayles

TCW Group

SSgA BC Aggregate Fund
SSgA Real Asset Fund
Wellington World Bond Fund

Total Fixed Income
Portfolio Modified Duration

Investment with no duration
reported

Total investments

* Average Duration - the price sensitivity to yieldand the

2015
Investment Type

Stable Value Fund
Loomis Sayles

TCW Group
SSgA BC Aggregate Fund

Total Fixed Inco
Portfolio Modified Duration

Investment with no durati
reported

Total investments

457 401(k) Total Duration
$ 884,832,829 $ 1,082,051,737 $ 1,966,884,566 3.02 *
29,887,157 45,712,747 75,599,904 6.16
30,792,828 47,097,982 77,890,810 5.57
17,765,958 21,105,184 38,871,142 5.82
37,045,207 55,792,47 92,837,679 7.83
29,887,156 45,7}2,747\ 75,599,903 1.54

1,030,211,135

1,232,761,476

$ 62,972,611 § 3,076,148,021 § 5,339,120,632

nge of price with respect to yield due
-

1,201,100,310

Y 4
401(k) Total Duration
919,240,506 $ 1,665,487,045 291 *
36,580,790 60,751,287 6.74
24,902,937 37,689,299 62,592,236 4.97
13?472?198 15?987?628 29?459?826 5.69
24,170,497 52,083,487 76,253,984 7.60
868,083,828 1,098,162,500 1,966,246,328

1,696,820,300 2,897,920,610

$ 2,069,184,138 § 2,794,982,800 $ 4,864,166,938

* Average Duration - the price sensitivity to yield and the rate of change of price with respect to yield due
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Foreign Currency Risk - Foreign currency risk is the risk that changes in exchange rates will adversely affect
the contract and NAV values of an investment or deposit. The Program has an indirect exposure to foreign

currency fluctuations for the Plans’ investments are as follows:

2016

Currency

Australian Dollar $
Bermudian Dollar
Brazil Cruzeiro Real
British Pound Sterling
Canadian Dollar
Chilean Peso

Chinese Yuan Renminbi
Colombian Peso

Czech Krone

Danish Krone

Egyptian Pound

Euro

Hong Kong Dollar
Hungarian Forint

Indian Rupee

Indonesia Rupiah

Israeli Shekel

Japanese Yen
Malaysian Ringgit
Mexican Peso

New Zealand Dollar
Norwegian Krone
Panamanian Balb
Peruvian Nuevo Sol
Philippine Peso
Polish

Swedish Krona
Swiss Franc
New Taiwan Dollar
Thai Baht

Turkish Lira
United Arab Emirates Dirham
Uruguayan Peses

457
Holdings in

U.S. Dollars
6,476,036 $

1,377
2,967,944
37,059,647
14,025,322
139,095
5,142,674
42,413
4,959
3,632,390
4,959
53,545,55
5,758,314
204,319
851,831
0,973
7,70
35,517,10

3,117,015
(417,079)
648,657
11,248
21,167

363,672
707,710
113,400
285,759
4,675,375
4,040,394
8,958,161
14,377,692
3,484,687
1,261,810
167,976

626,207
10,505

401(k) Total
Holdings in Holdings in
U.S. Dollars U.S. Dollars

9,722,088 $§ 16,198,125
1,657 3,033
4,484,853 7,452,797
55,964,750 3,024,396
20,980,045 &05,367
200,545 339,640
7,687}77 . 12,830,251
52,584 94,997
6,586 11,545

0595545
6 586

304,116
4,301,066
2,091,763

, 174,459
517, , 714,855
1,388,595 663

4,742,554

(659,692)

970,958
13,536
26,707

1,092,893
551,561
1,074,462
150,947
410,134
7,089,314
6,072,874
13,646,666
21,776,803
5,244,446
1,910,747
242,372

950,159
12,641

80,572,
697

134, 118
14,455,34
508,436
7,152,897
3,472,736
302,163
89,231,959
3,492,257
7,859,570
(1,076,771)
1,619,614
24,784
47,874
1,815,287
915,233
1,782,172
264,347
695,893
11,764,689
10,113,269
22,604,827
36,154,495
8,729,132
3,172,557
410,348
1,576,366
23,146

Total $

213,447,957 $ 321,946,817 § 535,394,774
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2015 457 401(k) Total
Holdings in Holdings in Holdings in
Currency U.S. Dollars U.S. Dollars U.S. Dollars
Australian Dollar $ 8,430,411 $§ 12,689,482 § 21,119,893
Bermudian Dollar 1,391 1,673 3,064
Brazil Cruzeiro Real 1,009,692 1,509,808 2,519,500
British Pound Sterling 35,032,603 52,780,871 87,813,474
Canadian Dollar 9,374,858 14,010,627 23,385,485
Chilean Peso 28,627 36,412 65,039
Chinese Yuan Renminbi (451,209) (701,617) (1,152,826)
Colombian Peso 29,729 36,486 66,215
Czech Krone 143,862 219,955 63,817
Danish Krone 4,841,981 7,351,495 12,193,476
Egyptian Pound 5,337 40 12,277
Euro 48,951,105 73,573,524 122,524,629
Hong Kong Dollar 8,712,557 64,287 21
Hungarian Forint 14,020 19,774
Indian Rupee 1,647,704 2,457,190 4,10
Indonesia Rupiah 282,41 416,
Israeli Shekel 1,030,436 550 2,580,6
Japanese Yen 39,847,052 ,061,720 99,908,772
Malaysian Ringgit 98,440 283,765 482,205
Mexican Peso 3747 5,632,936 9,336,683
Moroccan Dirham 32 491 817
New Zealand Dollar 1,721,989 640,247 4,362,236
Norwegian Krone 3,138,391 ,7162,057 7,900,448
Panamanian Balboa 8,346 ,038 18,384
Peruvian Nuevo Sol 8,782 0,692 19,474
Philippine Peso 958,871 1,595,894
Polish Zloty 783,320 1,191,763 1,975,083
Qatar Riyal 20,280 26,374 46,654
Russian Ruble 4,164 7,366
1,272,760 1,895,486 3,168,246
1,751,658 2,628,060 4,379,718
1,698,329 2,486,961 4,185,290
6,669,738 10,088,802 16,758,540
11,149,261 16,747,359 27,896,620
New Taiwan 1,498,041 2,212,870 3,710,911
Thai Baht 262,231 387,339 649,570
Turkish Lira 480,527 712,243 1,192,770
United Arab Emirates Dirham 155,571 232,462 388,033
Uruguayan Peses 5,564 6,692 12,256
Total $ 194,100,098 $ 292,004,935 $ 486,105,032
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In year 2015, the MTA Deferred Compensation Program adopted GASB Statement No. 72 (“GASB 72”), Fair
Value Measurement and Application. GASB 72 was issued to address accounting and financial reporting issues

related to fair value measurements.

Inves tments measured at Contract and NAYV values

(In thous ands) 2016
December 31, Unfunded  Redemption Redemption
457 Plan 2016 Commitments Frequency Notice Period
Equity Securities:
Comingled large-cap equity funds $ 311,453 $ - Daily None
Large-cap equity mutual fund 274,680 - Daily None
Comingled mid-cap equity funds 120,765 - Daily None
Mid-cap equity mutual fund 66,001 - Daily None
Comingled small-cap equity funds 131,256 A— Daily None
Comingled international equity fund 12,028 - Daily None
International equity mutual funds 194,235 - Daily None
Total equity securities 1,110418 -
Debt Securities
Comingled debt funds 170,699 Daily None
Total debt securities 170,699
Real assets
Comingled real asset equity fund 37,% None
Total real assets 37,
Other:
Self direct investment option 2,523 - Daily None
Total other 2,523 -
Total investments measured at the NAV 1,320,685 -
Investments measured at Contract Value 942,288 ( -
Total investments $ 973 -
Investments measured at Contr; AV values &
(In thous ands) 2016
ecember 31, Unfunded  Redemption Redemption
401k Plan 2016 Commitments Frequency Notice Period
Equity Securities:
Comingled large<€ap equity.funds $ 453,635 $ - Daily None
401,826 - Daily None
154,476 - Daily None
91,230 - Daily None
186,321 - Daily None
15,767 - Daily None
292,437 - Daily None
Total equity securities 1,595,692 -
Debt Securities
Comingled debt funds 255,535 - Daily None
Total debt securities 255,535 -
Real assets
Comingled real asset equity fund 55,792 - Daily None
Total real assets 55,792 -
Other:
Self direct investment option 3,536 - Daily None
Total other 3,536 -
Total investments measured at the NAV 1,910,555 -
Investments measured at Contract Value 1,165,593 -
Total investments $ 3,076,148 $ -
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Investments measured at Contract and NAYV values

(In thous ands)

457 Plan

Equity Securities:
Comingled large-cap equity funds
Large-cap equity mutual fund
Comingled mid-cap equity funds
Mid-cap equity mutual fund
Comingled small-cap equity funds
Comingled international equity fund
International equity mutual funds

Total equity securities

Debt Securities
Comingled debt funds

Total debt securities

Real assets
Comingled real asset equity fund

Total real assets

Other:

Self direct investment option

Total other

Total investments measured at the NAV

Investments measured at Contract Value

Total investments

Investments measured at Contract and NAYV value

(In thous ands)

401k Plan

Equity Securities:
Comingled large-cap equity fund
Large-cap equity mutual fund
Comingled mid-cap equity
Mid-cap equity mutual
Comingled small-cap equity fu
Comingled international equity fu
International equity mutuabfunds

Total equity sectirt

Total debt sec
Real assets

Total real assets
Other:

Self direct investment option
Total other
Total investments measured at the NAV

Investments measured at Contract Value
Total investments

2015
December 31, Unfunded Redemption Redemption
2015 Commitments Frequency Notice Period
$ 315,376  $ - Daily None
243,865 - Daily None
105,817 - Daily None
62,807 - Daily None
107,020 - Daily None
10,337 - Daily None
178,836 - Daily None
1,024,058 -
145,624 ' })aily None
145,624 -
- Daily None
- None
$ $ -
2015
Dee 31, Unfu Redemption Redemption
2 Co itments Frequency Notice Period
$ 449,853 ' $ - Daily None
357,245 ¢ - Daily None
134,303 - Daily None
85,609 - Daily None
0,644 - Daily None
13,264 - Daily None
267,887 - Daily None
1,458,805 -
216,263 - Daily None
216,263 -
52,083 - Daily None
52,083 -
3,431 - Daily None
3,431 -
1,730,582 -
1,064,401 -
$ 2,794,983 $ -

Comingled Funds - The fair values of the investments of this type have been determined using the NAV per
share of the investments. The comingled equity funds are comprise of large cap, mid-cap, small-cap and
international funds that invest in core indices across all industries, growth and value respectively. The
comingled debt funds are comprised of corporate, treasuries and international fixed income securities.

Real Assets — The fund represents an optimal solution for an inflation hedging strategy and incorporates a
diversified multi asset class approach. The fund strategic weights which are rebalanced monthly are as follows:
25% Bloomberg Roll Select Commodity Index; 25% Standard and Poor’s (r) Global LargerMidCap Commodity
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& Resources Index; 10% Standard and Poor’s Global Infrastructure Equity Index; 15% Dow Jones US Select
REIT Index and 25% Barclays US TIPS Index. The fair values of the investments of this type have been
determined using the NAV per share of the investments.

Self-Direct Brokerage Accounts — The Deferred Compensation program allows participants the option to
invest up to twenty (20) percent of their account in over 500 mutual fund families comprising of more than
15,000 individual mutual funds. All investments under this option are in mutual funds and are measured at the
respective fund NAVs.

CONTRIBUTIONS

Matching Contributions - MTA Bus, on behalf of certain MTA Bus employees, MTA Metro-North
Railroad on behalf of certain MNR employees who opted-out of participati the MTA Defined Benefit
Pension Plan and MTA on behalf of certain represented MTA Busines§ Service Center employees, make
contributions to the 401(k) Plan. The rate for the employer contribution varies.

MTA Bus - Certain members who were employed by Queens Surface Corporation on February 26, 2005,
and who became employees of MTA Bus on February 27, Syreceive a matching contribution equal to
50% of member’s before-tax contributions provided t e maximum matchi tribution shall not
exceed 3% of the member’s base pay. MTA Bus makes a:basic contributio al to 2% of the

member’s compensation. These contributions vest

Years of Service Vested Percentage
Less than 2 0%
2 20%
3 %
4
5 80 ,
6 or more 100%

4
MTA Metro-North R employees represented by certain unions and who elected to opt-out
of participation in lan receive an annual employer contribution equal
to 4% of the member’s e first full pay period following the nineteenth
anniversary date of an eli tinuous employment, MTA Metro-North Railroad
contributes<«an amountequal t s compensation. Eligible MNR members vest in these
employ;
Year i Vested Percentage

Less tha 0%

5 or more 100%
MTA Headquarter - For each plan year, the MTA shall make contributions to the Account of
each eligible MTA enevolent Association member in the amounts required by the collective
bargaining agreement BA”) and subject to the contribution limits set forth in the CBA. These
contributions shall be made monthly and shall be considered MTA Police contributions. Members are
immediately 100% vested in these employer contributions.

MTA Headquarters — Commanding Officers - For each plan year, the MTA shall make contributions to
the Account of each eligible MTA Police Department Commanding Officers Association 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 contributions. Members are immediately 100% vested in these employer
contributions.

MTA Headquarters — Business Services Center- Effective January 1, 2011, all newly hired MTA
Business Services Center employees represented by the Transportation Communications Union are eligible
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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 upon the first of the following
to occur:

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

Additional Deposits (Incoming Rollover or Transfers) - Participants in the Deferred Compensation
Program are eligible to roll over both their before-tax and after-tax assets from other eligible retirement
plans into the 401(k) and 457 Plans.

the 457 Plan and 48.93% and 48.17% of the eligible employees w olled in the 401(k) Plan,
respectively. There are 30,557 and 30,293 active participants in the 457/Plan and 42,189 and 40,990 active
participants in the 401(k) Plan. The average account balance in the Plan is $57,423 and $54,319 and in
the 401(k) Plan is $59,705 and $57,058 in 2016 and 2015, respe(j?/. \

Status - As of December 31, 2016 and 2015, 34.2% and 34.3% of the eligibie employees were enrolled in

DISTRIBUTIONS

N
eriences,an unforeseeable
articipant who experience
Wi 1 by filing a

Direct Transfer for Purchasing Permis ervice Credit - Patticipants in the 457 or 401(k) Plans are
eligible to use their Plan assets as a source nd or the purchase 0 ain permissive service credits
nsion systems, via a direct transfer.

(as defined by the Code) in certain defined benefit
articipant’s seyerance from the MTA, the participant is entitled to receive
or her vested agcount, to be paid in accordance with one of the methods

In-Service Withdrawals - A 457 Plan participant w
by the Code) may apply for a withdrawal. A 401
heavy financial need (as defined by the Code) may apply
Distributions are subject to applicable taxes and penalties.

ency (as defined
immediate and
rdship application.

Distribution of Benefits - U
an amount equal to the v

Commencement date - : inimum distribution rules, a participant may elect any
has the option to cancel or change their distribution

e Substantially equivalent monthly, quarterly, semi-annual or annual installment payments; or
Election of Length of Distribution - If a participant elects installment payments, he or she may specify
either:

e the total number of installment payments, or

e the dollar amount of each payment.

In either case, distributions cannot be paid over a period of time which exceeds the life expectancy of the
participant or, in certain circumstances, the joint life expectancy of the participant and a “designated
beneficiary” (as defined by the Code). Installment payments will be recalculated annually and will be paid
only until the account is exhausted.
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Rollovers or Transfers Out of the Plans - If a participant chooses to transfer or roll over his or her
Deferred Compensation account, or a portion thereof, it must be to an eligible retirement plan (401(a), 457,
401(k), 403(b) or rollover IRA). 457 Plan and 401(k) Plan participants are eligible to roll over or transfer
their account balance(s) upon severance from service.

LOANS

The MTA Deferred Compensation Program offers participants the opportunity to borrow from either one
or both Plans simultaneously. The MTA Plans permit one loan from the 457 Plan and up to two loans from
the 401(k) Plan. However, participants are limited to a total of two loans. Thus, as a participant of both the
401(k) and the 457 Plans, a participant can have either two 401(k) loans or the combination of a 401(k) loan
and a 457 loan. The MTA offers two types of loans: the first is a “General Purpose Loan”, which is a five
year loan and can be for any purpose. The second is a “Residential Loaﬂh is a loan for a primary
residence and is a 20-year loan. For the Residential Loan, a signed cofifract to purchase the residence is
necessary. Loan re-payment is made through payroll deduction. If afparticipant with an outstanding loan
leaves the employment of the MTA, the participant may request aken(&n payments.

The minimum loan amount is $1,000. The maximum amou X not exceed the lesser
of: (1) 50 percent of the participant’s 457 or 401(k) Plan ; or (ii 0 less the combined
balance of all outstanding loans that a participant m, . s are subject to
interest at prime rate plus 1 percent. A loan origin .00.i approved loan
e to Metro-North
contributions, MTA Police contributions, MTA Police COA ‘eontributions, MTA Business Service Center,
Matching Contributions and Roth Elective.Deferrals. The net loansioutstanding for the 457 plan is $69.82
million and $67.36 million at December 16 and 2015, respectively, and for the 401(k) plan was
$136.07 million and $129.90 million at December 016 and 2015, ?&tively.

are allowed to participate in/the 401(k) Plan and/or the 457 Plan upon

ADDITIONAL PLAN INFORMATION

Participation - Eligible

ipating in beth.the 457 Plan and 401(k) Plan who wishes to make any changes
ch Plan, fl employee who has severed service from the MTA may rejoin
r both’and become an active participant after returning to service to the
s set forth above.

TA has an Excessive Trading policy in place for the Plans. This policy
monitors trading act ifl iInvestment options, utilizing criteria such as frequency of trades, dollar amount
of the trades, and number of buys and sells performed by the participant. Activity exceeding established
thresholds can be deerhed excessive trading. The Excessive Trading policy defines excessive trading as one
or more trades into and out of the same investment option within a rolling 30-day period when each trade
is over $25,000. Automatic or system-driven transactions are not considered excessive trading. This
includes contributions or loan repayments by payroll deductions, re-mapping transactions, hardship
withdrawals, regularly scheduled or periodic distributions or periodic rebalancing through a systematic
rebalancing program that is not initiated by the Program.

Maximum Deferrals - A participant in the 457 Plan could have deferred up to $18,000 plus an additional
$6,000 for participants age 50 and over in calendar years 2016 and 2015. However, under certain
circumstances, a participant may double the annual maximum contribution during each of the last three
years prior to reaching his or her designated “Normal Retirement Age” (“Retirement Catch-Up Amount”)
if less than the maximum was deferred during earlier years. Alternatively, participants age 50 and over
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9.

could have deferred an additional $18,000 in 2016 and 2015, irrespective of prior contributions (“Age 50
Catch-Up”). Participants may not make both the Retirement Catch-Up and the Age 50 Catch-Up to the 457
Plan in the same year.

Participants in both the 457 Plan and the 401(k) Plan are permitted to contribute the maximum to each Plan.
Membership — As of December 31, 2016 and 2015, the Plans' membership with balances consisted of:

2016 457 401(k)
Active employees 30,557 42,189
Terminated/Inactive employees 8,839 9,259
Total active and inactive members 39,396 51,448

Vested employees 39,396 ﬁ
2015 / \ul(k)

Terminated/Inactive employees

Active employees

Total active and inactive members

Vested employees

Maintenance of Accounts - For both the.457 Plan and the 401(k)\Plan, the record-keeper establishes an
account for each participant to which any nts deferred, transfe or distributed under the Plans are

credited or charged, including, as specified icipation Agrec any amendment thereto, any
he Plans are not responsible for any decrease

increase or decrease in the value of the investment
in the value of a participant’s account.

Plans’ Funding and Ex ent - The MTA Deferred Compensation Program charges participants’

Prudential Bank & Trust, Federal Savings Bank. Record-keeper and/or
vided b}fdential Retirement Insurance & Annuity Company (“PRIAC”).

s are<provided by PRIAC and Galliard Capital Management: separate
accounts a ver Investment Advisors, Conestoga Capital Advisors, and TCW-
Metropolitan ement. The Financial Advisor is Mercer Investment Consulting Inc., which
reviews the inves icies adopted by the Investment Committee, the Plans’ portfolio and the
Investment Manage ance.

SUBSEQUENT EVENTS

In October 2017, $646,932,467 in cash and securities were transitioned from investment managers
Vanguard, Frontier, Denver and Conestoga to the management of the following small and mid-
capitalization (“SMID”) funds: Alliance SMID Value, Dimensional Fund Advisors U.S. Targeted Value,
William Blair SMID Growth, and Jackson Square SMID Growth.

% sk sk ok %
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INDEPENDENT AUDITORS’ REPORT

To the Board of Managers of Pensions of the
Metro-North Commuter Railroad Company Cash Balance Plan

Report on the Financial Statements

We have audited the accompanying statements of plan net position of the Metro-North Commuter
Railroad Company Cash Balance Plan (the “Plan”) as of December 31, 201 015, and the related
statements of changes in plan net position for the years then ended, and the related notes to the financial
statements, which collectively comprise the Plan’s basic financial st ents.as listed in the table of
contents.

Management’s Responsibility for the Financial Stateme
Management is responsible for the preparation and fair, these financial statements in
accordance with accounting principles generally accepte tates of America; this includes
the design, implementation, and maintenance of internal co the preparation and fair
presentation of financial statements that are free from material atement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on thes ; sgsed on our audits. We
conducted our audits in accordanceswith auditing s y accepted in the United States of
America. Those standards dits to obtain reasonable assurance

An audit involves performin btain audit evidence about the amounts and disclosures in
the financial sta res d on the auditor's judgment, including the
assessment W i isstatement of the financial statements, whether due to fraud or error.
In makingdthose risk assessments, the‘auditor considers internal control relevant to the Plan's preparation

and fair‘presentation of the financial statements in order to design audit procedures that are appropriate in
& . .o . ,

the circum es, but not for the purpose of expressing an opinion on the effectiveness of the Plan's

internal cont i press no such opinion. An audit also includes evaluating the

appropriateness i ies used and the reasonableness of significant accounting estimates

made by managem well as evaluating the overall presentation of the financial statements.

We believe that the audi
our audit opinion.

vidence we have obtained is sufficient and appropriate to provide a basis for

Opinion

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

Other Matters
Required Supplementary |nformation

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 3 through 7, Schedule of Changes in the Employer's Net Pension
Liability and Related Ratios - Schedule I on page 21, Schedule of Employer Contributions - Schedule II
on pages 22 through 23, and Schedule of Investment Returns - Schedule III on.page 24 be presented to
supplement the basic financial statements. Such information, although not f the basic financial
statements is required by the Governmental Accounting Standards Boa o considers it to be an
essential part of financial reporting for placing the basic financial st in an appropriate
operational, economic, or historical context. We have applied cert imi cedures to the required
supplementary information in accordance with auditing standa d in the United States
of America, which consisted of inquiries of management ab ing the information
and comparing the information for consistency with management’s responses to ou iries, the basic
financial statements, and other knowledge we obtaine ing our audi i ial/'Statements.
We do not express an opinion or provide any assurance o info n because the wvd procedures
do not provide us with sufficient evidence to express an opin ovide any assurance.

January 22, 2018 ?

.
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METRO-NORTH COMMUTER RAILROAD COMPANY
CASH BALANCE PLAN

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
DECEMBER 31, 2016 AND 2015

This narrative discussion and analysis of the Metro-North Commuter Railroad Company Cash Balance
Plan (the “Plan”) financial performance provides an overview of the Plan’s financial activities for the
years ended December 31, 2016 and 2015. It is meant to assist the reader in understanding the Plan’s
financial statements by providing an overall review of the financial activities Ng the past two years
and the effects of significant changes, as well as a comparison with the prior year’s activity and results.
This discussion and analysis is intended to be read in conjunction withihe Plan’s financial statements
which begin on page 7.

Overview of Basic Financial Statements A\

The following discussion and analysis is intended to sery€ as an introduction to the financial
statements. The basic financial statements are:

e The Statements of Fiduciary Net Position presents the
end. It provides information about the nature and amounts
that the Plan presently controls (assets), ‘cons
future reporting period (deferred outflow ¢
the Plan has little or no discretion to avoid
applicable to a future reporting period (defe i esources) with the difference between
assets/deferred outflow of rces and liabi
position. Investments at fair value.
accrual basis.

1al position of the Plan at fiscal year-
urces with present service capacity
the Plan that is applicable to a
iofis to sacrifice resources that

e The Statements of Cha
year. All changes affectin of the Plan are reflected on an accrual basis when
the activi red; regardless of the timin he related cash flows. In that regard, changes in the

s of investmentsare included in the year’s activity as net appreciation (depreciation) in fair

investments.

. inancial Statements provide additional information that is essential to a full

the data provided in the financial statements. The notes present information about
ing policigs, significant account balances and activities, material risks, obligations,
bsequent events, if any.

the Plan’s acc
contingencies, an

e Required Supplementary Information, as required by the Government Accounting Standards

Board (“GASB”) includes the Schedule of Changes in the Employer’s Net Pension Liability and
Related Ratios, Schedule of Employer Contributions, and Schedule of Investment Returns.

“3-
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Financial Highlights

The Plan is a single employer, defined benefit pension plan. The Plan covers non-collectively bargained
employees, formerly employed by Conrail, who joined Metro-North Commuter Railroad Company
(“MNCR”) as management employees between January 1 and June 30, 1983, and were still employed 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 Plan was closed to new participants. The assets of the Management Plan have been merged with
the Metropolitan Transportation Authority Defined Benefit Plan for Non-Represented Employees as of
the asset transfer date of July 14, 1995.

FINANCIAL ANALYSIS \

Fiduciary Net Position
December 31, 2016, 2015, and 2014

(Dollars in thousands) A \

2016 2015

ease/(Decrease)
20 2015-2014

Cash $ (3)$ 3

Investments, at fair value (35) (89)
Accrued interest - -

Receivable from MNCR - (21)
Receivable from investment securities sold 20 10

Total assets (18) (97)
Payable for investment sec purchased 10 - 20 10

Total liabilit ~I= 10 - 20 10

Net position - restricted forpension benefits § 612 § 719 § (38) §  (107)
December 31, versus December 31, 2015

Cash and investment; ecember 31, 2016 were $571 thousand, a decrease of $38 thousand from 2015.

The decrease is the result of investment activity and plan contributions net of benefit payments and
expenses.

Receivables and accrued interest at December 31, 2016 were $33 thousand, a net increase of $20
thousand from 2015. The increase is the result of an increase in net securities sold at the end of 2016.

Payables at December 31, 2016 were $30 thousand, an increase of $20 thousand from 2015. The increase
is the result of an increase in net securities purchased at the end of 2016.

Net position restricted for pension benefits at December 31, 2016 were $574 thousand, a decrease of $38
thousand from 2015 as a result of the changes noted above.

4.
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December 31, 2015 versus December 31, 2014

Cash and investments at December 31, 2015 were $609 thousand, a decrease of $86 thousand from 2014.
The decrease is the result of investment activity and plan contributions net of benefit payments and
expenses.

Receivables and accrued interest at December 31, 2015 were $13 thousand, a net decrease of $11
thousand from 2014. The decrease is the result of an increase in net securities sold at the end of 2014 of
$10 thousand, offset by a decrease in receivable from MNCR of $21 thousand.

Payables at December 31, 2015 were $10 thousand, an increase of $10 thous&om 2014. The increase
is the result of an increase in net securities purchased at the end of 2015.

The net position restricted for pension benefits at December 31, 2015fwere $612 thousand, a decrease of
$107 thousand from 2014 as a result of the changes noted above.

A

Changes in Fiduciary Net Position
For the Years Ended December 31, 2016, 2015 and 2014
(Dollars in thousands)

ncrease/(Decrease)
2016 2014 2016-2015 2015-2014

6 2 3 10§ (36)

14 23 (14)

- 7 - (7) 7
9 13 56 26 (43)

J 13 88 (36) 25

Additions:

Net investment income/(loss)

Employer contributions
Other

Total additions

Deductions:

Benefits paid to pattieipants

Other 7 - (7) 7
Total 77 120 88 (43) 32
Net decreas (38) (107) (32) 69 (75)
Net position-restr or pension benefits:

Beginning of year 612 719 751 (107) (32)
End of year $ 574 $ 612 § 719 $ (38 $ (107

-5-
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CHANGES IN FIDUCIARY NET POSITION

MNCR’s funding policy with respect to the Plan was to contribute the full amount of the pension benefit
obligation (“PBO”) of approximately $2.977 million to the trust fund in 1989. As participants retire,
distributions from the Plan have been made by the Trustee. MNCR anticipated that no further
contributions would be made to the Plan. However, due to changes in actuarial assumptions and market
performance, additional unfunded accrued liabilities were paid to the Plan in several subsequent years.
Per the January 1, 2014 actuarial valuation, the unfunded accrued liability was $18 thousand which
included administrative fees reimbursable to the Plan from MNCR. The full amount was paid to the Plan
in 2015. Per the January 1, 2015 valuation, the actuarial value of assets exceeded the actuarial accrued
liability and as a result no payment was required for 2015. Per the January 1,2016 valuation, the
unfunded accrued liability was $22 thousand and was paid to the Plan in 2016. the January 1, 2017
valuation, the actuarial value of assets exceeded the actuarial accrued liability and as a result no payment
is required for 2017

ts are primarily in
bonds and asset backed securities to minimize exposure to et fluctuations. t position is held in

trust for the payment of future benefits to members and beneficiaries.

The Plan is a closed plan and has 4 active members as of Janual, 17. Inv

December 31, 2016 versus December 31, 2015

Net investment income increased by $10 thousand in 2016 due
2016 versus net investment gains of $6 thous

investment gains of $16 thousand in

Contributions increased by $23 thousand in 20
Determined Contributions (“ADC”) for 2016.

Benefit payments decrease 36 thousand in 2016 ¢ red to 2015. In 2016, there were less retirees
015

December 15 versus Dec er 3142014

Net investment i decreased by $36 thousand in 2015 due to net investment gains of $6 thousand in
2015 versus net inv t losses of $42 thousand in 2014.

Contributions decreased by $14 thousand in 2015 compared to 2014 as a result of the Actuarial
Determined Contributions (“ADC”) for 2015.

Other additions increased by $7 thousand in 2015 compared to 2014. The increase was the result of the
receipt of securities in-kind in 2015.

Benefits paid to plan participants increased by $25 thousand in 2015 compared to 2014. In 2015, there
were more retirees taking lump sum distributions when compared to 2014.

Other deductions increased by $7 thousand in 2015 compared to 2014 primarily due the disbursement of
securities in-kind in 2015.

-6-
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INVESTMENTS
The table below summarizes the Plan’s investment allocations and investment returns.

Investment Summary

(Dollars in thousands)
Current Year

Type of Investment Fair Value Allocation Return

December 31, 2016

U.S. government & agency securities $ 325 56.8 % NS %
Corporate bonds & asset backed securities 221 38.7 % 9 %
U.S. Treasury Bills 6 1.1 % 0.0 %
Short-term investments 8 4 % 0.3 %

4.8 %

Other bonds & fixed income securities 11 .0 %

Total $ 571 100.0 %

December 31, 2015

U.S. government & agency securities 2.6 %

Corporate bonds & asset backed securities 4.2 %

U.S. Treasury Bills 0.0 %

Short-term investments 0.1 %

Other bonds & fixed income securities 4.9 %

Total 3.1 %
December 31, 2014

41.1 % 2.4 %

97 42.7 % 4.1 %

95 13.7 % 0.0 %

10 1.4 % 0.1 %

fixed income ities / 7 1.1 % 5.1 %

Total $ 695 100.0 % 2.8 %

Contact Information

This financial report is designed to provide a general overview of the Metro-North Commuter Railroad
Company Cash Balance Plan’s finances. Questions concerning any data provided in this report or requests
for additional information should be directed to the Comptroller, Metropolitan Transportation Authority,
2 Broadway, 16" Floor, New York, NY 10004.

-7-
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METRO-NORTH COMMUTER RAILROAD COMPANY
CASH BALANCE PLAN

STATEMENTS OF FIDUCIARY NET POSITION
AS OF DECEMBER 31, 2016 AND 2015

2016 2015
ASSETS: K
Cash $ - $ 2,872
Investments, at fair value:
U.S. government & agency securities 479
Corporate bonds & asset backed securities 220,709

2

U.S. Treasury Bills )
114264

Other bonds & fixed income securities

2,341

Short-term investments

Total investments 606,147
Accrued interest 3,412
Receivable from investment ities sold 9,981

Total assets . 603,661 622,412

LIABILITIES:
Payable fo securities purchased (29,497) (9,962)
/, (29,497) (9,962)
NET POSITIO nsion benefits $ 574,164 $ 612,450

See notes to financial statements.

-8-
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METRO-NORTH COMMUTER RAILROAD COMPANY
CASH BALANCE PLAN

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
ADDITIONS:
Investment income/(loss): A
Interest $ 417,415 $ 17,285

Net (depreciation)/appreciation in fair value of investments 13667)

Total investment income A

Contributions:
Employer
Other

(11,251)

15,7

6,034

22,721
1

6,741

Total additions 38,470 12,775

DEDUCTIONS:
Benefits paid to participants 6,746) (112,655)
Other (10) (6,773)

Total deductions (76,756) (119,428)
NET DECREASE IN NE (38,286) (106,653)
NET POSIT
inni 612,450 719,103

/ $ 574,164 $ 612,450

See notes to fin statement
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METRO-NORTH COMMUTER RAILROAD COMPANY
CASH BALANCE PLAN

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

1. PLAN DESCRIPTION

The following description of the Metro-North Commuter Railroad Company Cash Balance Plan
provides only general information. Participants should refer to the Plan do%nt for a more complete
description of the Plan’s provisions.

General

The Plan is a single employer, defined benefit pension pm\?‘stered by
y

non-collectively bargained employees, formerly employ; rail, who joi

R. The Plan covers

and the Plan was closed to new participants. The assets of nagement Plan have been merged
with the Metropolitan Transportation Authority Defined Ben an for Non-Represented Employees

requirements for governmental plans under
Accordingly, the Plan is tax-exempt and is n isi f the Employee Retirement
Income Security Act (“ERISA”) of 1974.

individuals who may, b d not; be officers or employees of the company. The members of the
Board of Managers shall h fice at i e MTA Board, each to serve until his successor
i i e Board of Managers sha agent for the service of legal process with respect to

anagers sha
rs that withi

ntrol and manage the operation and administration of the Plan. It shall
s judgment may be necessary or appropriate for that purpose,
including, but way of limitation, power to adopt any rules consistent with the provisions of the
Plan deemed nec to effectuate the Plan, to conduct the affairs of the Board of Managers, to
administer the Plan, to inferpret the Plan, to determine the eligibility, status and rights of all persons
under the Plan and, in general, to decide any dispute.

have all the

Benefits Provided

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
age sixty-five. Vested participants may elect to receive early retirement benefits upon the attainment of
age fifty-five through age sixty-four.

-10-
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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.

Prior to a participant’s annuity commencement date, each Participant’s account balance shall be
increased each month by a factor, which when compounded monthly for 12 months, would produce
the benefit escalator for the applicable plan year.

The benefit escalator is defined as the Pension Benefit Guaranty Corporation immediate annuity rate in
effect for December of the year preceding the year for which the determin&is being made.

Death Benefits— Benefits are paid to vested participants’ beneficiari€s in the event of a participants’
death. The amount of benefits payable is the participant’s accountdalance at the date of his or her
death.

Membership A

Membership of the Plan consisted of the following a$ of.January 1, 2017, the date o
actuarial valuation:

Active Plan Members
Retirees and beneficiaries receiving b

Vested formerly active members not ye
Total

Contributions

Funding for the Plan is ided by MNCR which is blic benefit corporation that receives funding
for its operations and capi ds fro etropolitan Transportation Authority (“MTA”) and the
ConnecticutDepartment of sportatio ). Certain funding by MTA is made to MNCR on
a discretionary basis. The,continuanee of funding for the Plan has been, and will continue to be,

t upon the receipt of adequateyfunds.

spect t0 the Plan was to contribute the full amount of the pension
proximately $2.977 million to the trust fund in 1989. As participants
retire, distrib from the Plan have been made by the Trustee. MNCR anticipated that no further
contributions wo the Plan. However, due to changes in actuarial assumptions and
market performance, additional unfunded pension liabilities were paid to the Plan in several
subsequent years. Per the January 1, 2014 actuarial valuation, the unfunded pension liability was $18
thousand which included administrative fees reimbursable to the Plan from MNCR. The full amount
was paid to the Plan in 2015. Per the January 1, 2015 valuation, the actuarial value of assets exceeded
the actuarial total pension liability and as a result no payment was required for 2015. Per the January 1,
2016 valuation, the unfunded total pension liability was $22 thousand and paid to the Plan in 2016. Per
the January 1, 2017 valuation, the actuarial value of assets exceeded the actuarial accrued liability and
as a result no payment is required for 2017.

ing policy wi
benefit ob n (“PBO”) o

-11 -
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting
The Plan’s financial statements are prepared on the accrual basis of accounting.
Use of Estimates
The preparation of the Plan’s 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 the reported
amounts of revenues and expenses during the reporting period. Actual res&uld differ from those

estimates. Estimates include the determination of the fair market value of investments, the actuarial
determined contribution and the total pension liability.

Investment Valuation and Income Recognition \

fair value of investments. Interest income on the govern
earned. The Plan’s investments are held in trust by Wells Fa
the Plan.

orporate bonds is
ank (the “Trustee”), in the name of

Benefits

Benefits are recognized when paid.

Administrative Expe

The administrativ of the Plan are paid by R. Administrative expenses were $17

er 31, 2016 and 2015, respectively.

al Revenue Servi
997, that the P

(“IRS™) hasrdetermined and informed the MNCR by a letter dated
and related trust were designed in accordance with the applicable
has been amended since receiving the determination letter. The
currently designed and operated in compliance with the applicable
e Plan and related trust continue to be tax-exempt. Therefore, no
axesdias been included in the Plan’s financial statements.

provision for inco
New Accounting Standards Adopted
The Plan adopted the following GASB Statements for the year-ended December 31, 2016:

GASB Statement No. 82, Pension |ssues-An Amendment of GASB Statements No. 67, No. 68 and No.
73, addresses the presentation of payroll measures in required supplementary information (“RSI”), the
selection of assumptions and the treatment of deviations from the guidance in an Actuarial Standard of
Practice for financial reporting purposes and the classification of payments made by employers to
satisfy employee (plan member) contribution requirements. There was no material impact on the
Plan’s financial statements as a result of the implementation of GASB Statement No. 82.

-12 -
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Accounting Standards Issued but Not Yet Adopted

GASB has issued the following pronouncements that may affect the future financial position, results of
operations, or financial presentation of the Plan upon implementation. The Plan has not yet evaluated
the effect of implementation of these standards.

MNCR Pension
GASB Plan Required
Statement No. GASB Accounting Standard Year of Adoption
Accounting and Financial Reporting for Pensions
7 Related Assets That Are Not within the Scope of GASB 2017
Statement 68, and Amendments to Certain Provisions of
GASB Satements 67 and 68
84 Fiduciary Activities A\
85 Omnibus 2017

Subsequent Events

As of January 22, 2018, there were no materially significant s uent events.

. INVESTMENTS

A professional investment management firm The Plan utilizes various investment
securities including U.S. ent securities and corporate debt instruments. The investment
guideline is included within the inveéstment management agreement agreed to by the MTA Board of
Trustees. The guid rants the investment manager full discretion to buy, sell, invest and reinvest

iation. Investment securities, in general, are

arious riskspsuch as‘interest rate risk, credit risk, and overall market volatility. Due to the
1sk associated with certain‘investment securities, it is reasonably possible that changes in the
vestment securities will oceur in the near term and that such change could materially affect
eported in the ncial statements.

is required to maintain a diversified portfolio. All investment
managers are ex to perform their fiduciary duties as prudent people would and to conform to all
state and federal statutes goéverning the investment of retirement funds. Securities managers must be
registered advisors under the Investment Advisors Act of 1940. The investment managers must
comply with the risk management guidelines per the Investment Management Agreement.

Investment managers may not purchase inverse floating rate bonds, structured notes, commodities,
securities on margin, sell short, lend securities, invest in private placements, commingled funds
(except Short-Term Investment Funds), real estate investments, and oil, gas & mineral exploration
investments without the written consent of the Plan. The Plan’s fixed-income assets shall be invested
in domestic marketable, fixed-income securities.
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Fixed-income managers are expected to adhere to the following guidelines as a means of limiting
credit risk:

¢ Commercial Paper, Eurodollar Commercial Paper and Variable Rate Notes rated P-1 by
Moody’s, Al by Standard and Poor’s, or F1 by Fitch.

e Certificates of Deposit and Bankers Acceptances of institutions whose long-term debt is rated
Baa or better by Moody’s Investor’s Service or equivalent by Standard & Poor’s.

e United States Treasury Bonds, Notes and Bills.

e Debt instruments of the U.S. Government or its Agencies and Insfrumentalities.

e Marketable corporate debt, Yankee bonds, Eurodollar bonds, non-agency mortgage- backed
securities, asset backed securities and taxable municipal $ecurities T the equivalent of Baa or

better by Moody’s Investors Services, Standard &% Fitch In ’s Services, for an
overall portfolio average of A or better. In the cas splitratings, the h rating applies.

e Collateralized Mortgage Obligations (“CMQ?s”) backed by pools of agency o
mortgages including those that are re-constructe eir
pool (such as 10’s/PO’s, and floaters/inverse floater:
tranches are limited to 3% of the book value of the po

fully hedged non-dollar bonds rated A ctt ’ ors Services, Standard &

Poor’s, or Fitch Investor’s Services are 0 2 ) ok value of the portfolio.
e Securities downg sequent to purchase resultingn violation of quality guidelines may
be held at the

e Managers may no 5% at book value and 10% at market value of the portfolios
in any one issuer’s s i ireet’or moral obligations of the U.S. Government.

ated securities other than those issued by the U.S. Government or its Agencies and
trumentalities may not be purchas€d without the prior consent of the Plan.

In fiscal year the Plan adopted GASB Statement No. 72 (“GASB 72”), Fair Value Measurement
and Application. B 724was issued to address accounting and financial reporting issues related to
fair value measurements.  The Plan categorizes its fair value measurements within the fair value
hierarchy established /by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active
markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are
significant unobservable inputs. The Plan has the following recurring fair value measurements as of
December 31, 2016 and December 31, 2015:
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GASB 72 Disclosure
(in thousands)

2016
Level 1 Level 2 Level 3 Total
INVESTMENTS - fair value level
Debt securities:

U.S government agency $ 198 $ 127 $ - $ 325

Corporate bonds - 200 - 200

U.S treasury securities 6 - - 6

Commerical mortgage-backed securities - 21 - 21

Other bonds - 11 - 11
Total debt securities 204 359 - 563
Total investments by tair value level 204 & - 563
INVESTMENTS- measured at the net asset value (NAV)

Short-term other 8
Total investments measured at the NAV 8
Total investments by fair value level $ $ 571

Total
INVESTMENTS - fair value level
Debt securities:

U.S government agency $ $ 346

Corporate bonds 204

U.S treasury securities 22

Commerical mortgage-backed securities 21

Other bonds 11
Total debt securities 604
Total investments by, 604

2
2
> 215 % 391 % - > 606

Fixed Income urities

Equity sec classified in Level 1 of the fair value hierarchy are valued using prices quoted in

i d by pricing vendors for these securities. Debt and equity securities classified in
e hierarchy are valued using prices determined by the use of matrix pricing
techniques maintained by the various pricing vendors for these securities. Matrix pricing is used to
value securities based on the securities’ relationship to benchmark quoted prices. Debt and equity
securities classified il Level 3 are securities whose stated market price is unobservable by the market
place; many of these securities are priced by the issuers or industry groups for these securities. Fair
value is defined as the quoted market value on the last trading day of the period. These prices are
obtained from various pricing sources by our custodian bank.
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Money-Weighted Rate of Return

For the years ended December 31, 2016 and December 31, 2015, the annual money-weighted rate of
return on pension plan investments, net of pension plan investment expense, for the Plan was 2.75%
and 0.93%, respectively.

The money-weighted rate of return considers the changing amounts actually invested during a period
and weights the amount of pension plan investments by the proportion of time they are available to
earn a return during that period. External cash flows are determined on a monthly basis and are
assumed to occur at the beginning of each month. External cash inflows are netted with external cash
outflows, resulting in a net external cash flow in each month. The money-weighted rate of return is
calculated net of investment expenses.

Net (depreciation)/appreciation in Fair Value of Investments
as Determined by Quoted Market Prices

The Plan’s investments (including gains and losses on ilmn
(depreciated)/appreciated in value as follows:

U.S. government & agency securities (2,572) $  (2,209)
Corporate bonds & asset backed securities 695 (8,792)

(250)
1,667) $  (11,251)

Other bonds & fixed income securities

Credit Risk

The quality rating ments in fixed income s
statistical rating organiza
follows:

ities as described by nationally recognized
d December 31, 2015, respectively, are as

Fair Percentage of
Value Portfolio

$ 18,693 3.27%

5,041 0.88

4,939 0.87

5,022 0.88

12,569 2.20

11,457 2.01

29,137 5.10

81,471 14.27

BBB 46,467 8.14

BBB- 5,187 0.91

NR 20,450 3.58

Total credit risk debt securities 240,433

U.S. government & agency securities™® 330,478 57.89

Total investment portfolio $ 570911 100.00%

-16 -

Master Page # 208 of 455 - Audit Committee Meeting 1/22/2018



December 31, 2015 Fair Percentage of

Quality Rating Value Portfolio
AAA $ 9,431 1.56%
AA+ 4,994 0.82
AA 5,042 0.83
A+ 4,965 0.82
A 18,169 3.00
AA- 6,284 1.04
A- 50,078 8.26
BBB+ 64,587 10.66
BBB 40,651 \ 6.71
BBB- 16,034 2.65
NR 17,879 2.95

Total credit risk debt securities

U.S. government & agency securities™®

Total investment portfolio

*Obligations of the U.S. government or obligations expli antecd by the U.S. government are

not considered to have credit risk and do not have purchase

Custodial Credit Risk
The Plan does not have a general policy address i is the practice of the Plan that
all investments are registered or held by the Pla agent Plan’s name. Deposits are to be

registered or collateralize e Plan’s name.

Interest Rate Risk

Interest rate risk is the ris i, s will adversely affect the fair value of the
investment.

/ Fair Percentage of Duration

Value Portfolio (Years)
urities $ 324,479 56.84% 6.21
Corporate bonds et backed securities 220,709 38.66 5.55
U.S. treasury bills 5,999 1.05 0.03
Other Bonds & fixed income securities 11,474 2.01 6.63
Short-term investments 8,250 1.44 0.00

Total investment $ 570,911 100.00%
Portfolio average duration 5.81
-17 -
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December 31, 2015 Fair Percentage of Duration

Investment Type Value Portfolio (Years)
U.S. government & agency securities $ 346,033 57.09% 5.96
Corporate bonds & asset backed securities 224,509 37.04 5.54
U.S. treasury bills 22,000 3.63 0.02
Other Bonds & fixed income securities 11,264 1.86 7.26
Short-term investments 2,341 0.39 0.00
Total investment $ 606,147 100.00%

Portfolio average duration 5.59

Foreign Currency Risk \

Foreign currency risk is the risk that changes in exchangﬁil adversely
an investment or a deposit. The Plan assets are investedin domestic fixed-incom
denominated in U.S. dollars and accounted for at faif market valie, The Plan has n re to
foreign currency fluctuation.

. NET PENSION LIABILITY

The components of the net pension liabilit
Plan, were as follows:

1, 2016 and 2015, for the

2015
Total pension liability 566,265 $ 634,297
Plan's fiduciary net 574,164 612,450
Employer's net pension lia (7,899) $ 21,847
101.39% 96.56%

etermined by an actuarial valuation as of the measurement date,
rate and actuarial assumptions below.

Discount Rate
The plan's fiduciary net position was projected to be available to make all projected future benefit

payments of current active and inactive employees. Therefore, the discount rate for calculating the
total pension liability is equal to the long-term expected rate of return.

2016 2015
Discount rate 4.00% 4.00%
Long-term expected rate of return net of investment expense 4.00% 4.00%
Municipal Bond Rate N/A N/A
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Other Key Actuarial Methods and Assumptions for the years ended December 31, 2016 and
December 31, 2015 were as follows:

The actuarial assumptions that determined the total pension liability as of December 31, 2016 and 2015
were based on the results of an actuarial experience study for the period January 1, 2006 - December 31, 2011.

2016 2015
Valuation date: January 1, 2017 January 1, 2016
Measurement date: December 31, 2016 December 31, 2015
Actuarial cost method: Entry Age Normal Entr)w ormal

Actuarial assumptions:
Asset valuation method: Market Value of Plan Asset
Projected salary increases: N/A ‘
COLAs: N/A A
Inflation: 2.30% .

Interest: 4.0% per annum, compoufided annually

Benefit escalator: 3.0% per annum, compoun

Market Value of Plan Asset

Additional Actuarial Assumptions:

Termination: Withdrawal rates vary by ag ow are for years 2016 and

2015:

Age Age  Rate
20 0.67%
25 0.63
30

64 0.00

ment ra}ws vary by age. Illustrative rates shown below are for years

57-58 6.0
59-60 7.0
61 15.0
62 35.0
63-64 20.0
65+ 100.0

Mortality:  Pre-termination: RP-2000 Employee Mortality Table for Males and Females with blue
collar adjustments, projected on a generational basis using Scale AA.
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Post-termination: 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, both projected on a generational basis using Scale
AA.

Form of Payment for Cash Balance Account: For active participants, lump sum at decrement. For
terminated vested participants, lump sum on the valuation date. This is based on the majority of
participants electing a lump sum upon retirement.

Benefits not valued: The Additional Benefit was not valued as the potentwility for this benefit is
de minimus.

Changes in Actuarial Assumptions Since Prior Valuation: None.

Long-Term Expected Rate of Return

market assumptions are per Milliman's investment consu

2015.
Asset Class Index Ta 2015
Core Fixed
Income 1.17% 1.68%

e Metro-North Commuter Railroad Company

of December 31, 2016 and 2015, respectively, calculated using the discount rate
, as well as what the Plan’snet,pension liability would be if it were calculated using a

te that is 1 percentage point lower (3.00%) or 1 percentage point higher (5.00%) than the

current

cember 31, 2016 December 31, 2015

1% Decrease  Discount Rate 1% Increase 1% Decrease  Discount Rate 1% Increase
3.00% 4.00% 5.00% 3.00% 4.00% 5.00%

Net Pension
Liability $25,200 ($7,899) ($37,092) $60,689 $21,847 ($12,361)
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METRO-NORTH COMMUTER RAILROAD COMPANY
CASH BALANCE PLAN

Required Supplementary Information ( Unaudited)

Schedule I

Schedule of Changes in the Employer's Net Pension Liability and Related Ratios ($ in Thousands)

2016
Total Pension Liability:
Service Cost $ - %
Interest 24
Changes of benefit terms \ -

Difference between expected and actual experience A
Changes of economic/demographic (gains) or losses

Changes of assumptions
Benefit payments

(15)

2015

29

2014

Net change in total pension liability (68) (76) (56)
Total pension liability - beginning 34 710 766
Total pension liability - ending (a) 634 $ 710
Fiduciary Net Position:
Employer contribution 23 18 $ -
Net investment i 16 6 41
Benefit payments (77) (113) (88)
Administrati - 3 (3)
ange in plan fiduciarynet,position (38) (86) (50)
t position - beginning 612 698 748
Fiduciary 574 612 698
Net pension li ' -(b) $ (8) 22 $ 12
Fiduciary net position as a‘percentage of the
total pension liability 101.39% 96.56% 98.36%
Covered payroll $ 649 995 $ 2,080
Net pension liability as a percentage of
covered payroll -1.22% 2.20% 0.56%

In accordance with GASB No. 67, paragraph 50, information was not readily available for periods prior to 2014.
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METRO-NORTH COMMUTER RAILROAD COMPANY Schedule 11
CASH BALANCE PLAN

Required Supplementary Information (Unaudited)
Schedule of Employer Contributions

Fiscal Year Actuarially Actual Contribution Contribution
Ending Determined Employer Deficiency Covered as a % of
December 31 Contribution Contribution (Excess) Payroll covered Payroll
2007 9,666 9,666 - 0.14%
2008 13,683 13,683 0.20%
2009 330 330 0.01%
2010 1,837 11,875 0.26%
2011 - N/A
2012 - N/A
2013 - N/A
2014 4,977 14,124 2,080,077 0.68%
2015 - - N/A
2016 22,721 648,524 3.50%
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METRO-NORTH COMMUTER RAILROAD COMPANY

CASH BALANCE PLAN

Notes to Required Supplementary Information (Unaudited)

Schedule of Employer Contributions

Schedule Il (continued)

Actuarial Methods and Assumptions

The following actuarial methods and assumptions were used in the January 1, 2017, January 1, 2016 and January 1, 2014 valuations.

Valuation Date January 1, 2017

Valuation Timing Actuarially determined
contributions calculated as of

December 31 for the fiscal year.

Actuarial Cost Method Entry Age Normal
Amortization Method One-year amortization of the
unfunded liability, if any.
Asset Valuation Method Actuarial value equals
value.
]
Inflation

Salary Increases

y

4.00%, net of investment
expenses

Investment Rate of Return

Mortality
Based on experience of all MTA
members reflecting mortality
improvement on a generational
basis using scale AA

-23 .

January 1, 2016

Actuarially deterimimed
contributio Iculated
December 31 for the fisca

Age Normal

Actuarial value e

30%
N/A

4.00%, net of investment
expenses

Based on experience of all
MTA members reflecting
mortality improvement on a
generational basis using scale
AA

A

January 1, 2014

Actuarially determined
contributions calculated as of
December 31 for the fiscal year.

beginning Janaury 1, 2008 - 4
year period for the January 1,
2014 valuation).

Effective January 1, 2015, the
Actuarially Determined
Contribution (ADC) will reflect
one-year amortization of the
unfunded accrued liability in
accordance with the funding
policy adopted by the MTA.

2.50%

N/A - There were no projected
salary increase assumptions used
in the January 1, 2014 valuation
as participants of the Plan were
covered under the Management
Plan effective January 1, 1989.
For participants of the Plan
eligible for additional benefits,
these benefits were not valued
as the potential liability is de
minimus.

4.50%, net of investment
expenses

Based on experience of all MTA
members reflecting mortality
improvement on a generational
basis using scale AA
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METRO-NORTH COMMUTER RAILROAD COMPANY Schedule III
CASH BALANCE PLAN

Required Supplementary Information (Unaudited)
Schedule of Investment Returns

The following table displays annual money-weighted rate of return, net of investment expense.

Fiscal Year Net I N

Ending Money-Weighted
December 31 Rate of

2007
2008
2009
2010

2011
2012
2013

20

In acc

e with GASB N , paragryo, information was not readily available for periods prior to
2014.
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Metropolitan Transportation
Authority Retiree Welfare
Benefits Plan

(“Other Postemployment
Benefits Plan” or “OPEB Pla
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POST EMPLOYMENT BENEFITS PLAN
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INDEPENDENT AUDITORS’ REPORT

To the Board of Managers of the
Metropolitan Transportation Authority Retiree Welfare Benefits Plan \

Report on the Financial Statements

etropolitan Transportation
2015, and the related
otes to the financial
table of contents.

We have audited the accompanying statements of plan net posx of th
Authority Retiree Welfare Benefits Plan (the “Plan”) as ofem 31, 20
statements of changes in plan net position for the years thefi ended, and the rel
statements, which collectively comprise the Plan’s basic financial statements as listed

Management’s Responsibility for the Financial Stateme

ion of these financial statements in
tates of America; this includes the
reparation and fair presentation
o fraud or error.

Management is responsible for the preparation and fair pre
accordance with accounting principles general cepted in the U
design, implementation, and maintenance of in trol relevant t
of financial statements that are free from material mi

Auditors’ Responsibility

s an opinion on these financial statements based on our audits. We conducted
our audits in accordanc uditing'standards gener: accepted in the United States of America. Those
standards require that we p nd perform the audits btain reasonable assurance about whether the
financial statements are free from material misstatement.

Our responsibility is to ex

An audit inv; g procedures, to obtainZJdit evidence about the amounts and disclosures in the
financial ments. The procedures select? dppend on the auditors’ judgment, including the assessment of
the ris erial misstatement of the fi 1al statements, whether due to fraud or error. In making those
risk assessm e auditor considers internal control relevant to the Plan’s preparation and fair presentation

of the financial ents in order to design audit procedures that are appropriate in the circumstances, but
not for the purpos xpressing an opinion on the effectiveness of the Plan’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonablenessyof 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 Plan net
position as of December 31, 2016 and 2015, and the respective changes in Plan net position for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of Americd m that the Management’s

Discussion and Analysis on pages 3 through 10, the Schedule of Funding Progress on page 29, and the

Schedule of Employer Contributions on page 30 be presented to su plement the basic financial statements.

Such information, although not a part of the basic financial statéments is ired by the Governmental

Accounting Standards Board who considers it to be an ess%O
mi

basic financial statements in an appropriate operational, ec r historical xt. We have applied
certain limited procedures to the required supplementary ififormation in accordance uditing standards
generally accepted in the United States of America, which eonsisted ‘of inquiries of m ent about the

methods of preparing the information and comparing the
responses to our inquiries, the basic financial statements, and
of the basic financial statements. We do not express an opinion
because the limited procedures do not provid ith sufficient e
any assurance.

January 22,2018 C ‘

QY

consistency management’s
owledge we obtained during our audit
vide any assurance on the information
e to express an opinion or provide

.
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

The purpose of the Metropolitan Transportation Authority (“MTA”) Retiree Welfare Benefits Plan (“Other
Postemployment Benefits Plan” or “OPEB Plan” or the “Plan”) and the related Trust Fund is to provide a
vehicle for the MTA organization to set aside funds to assist it in providinw and other welfare benefits
to eligible retirees and their beneficiaries. The Plan and the Trust Agreement are exempt from federal income
taxation under Section 115(1) of the Code. The MTA is not required¢by law or contractual agreement to
provide funding for the Plan, other than the “pay-as-you-go’ cos‘(pro current benefits to current

eligible retirees, spouses and dependents (“Pay-Go”).
This management’s discussion and analysis of the Plan’s financial performance provides an overview of the
Plan’s financial activities for the years ended December 3452016 and 2015. It is meant torassist the reader in
understanding the Plan’s financial statements by providing an.overall review of the ﬁnanciaﬁcivities during
the year and the effects of significant changes. Thisgwssion and, analysis may, contain opinions,
assumptions, or conclusions by the MTA’s management that should not be considered a replacement for, and
is intended to be read in conjunction with, the.Plan’s financial statcments which begin on page 11.

Overview of Basic Financial Statements

The following discussion and analysis is intended to serve as-an introduction to the financial statements. The

basic financial statements are:

on — presents the financial position of the Plan at year end. It
provides information™a and amounts of resources with present service capacity that the
Plan presently controls (as mption of net assets by the Plan that is applicable to a future
reporting period (deferred outﬂow of'resources), present obligations to sacrifice resources that the Plan
has little or.i iabilities), and acquisition of net assets by the Plan that is applicable
to a futufe reporting inflow of resources) with the difference between assets/deferred
out% of resources a

ed inflow of resources being reported as net position.
Invéstments,are shown at fa er assets and liabilities are determined on an accrual basis.

e The Statemen\(e?hanges in Plan Net Position — present the results of activities during the year. All
changes affecting assets and liabilities of the Plan are reflected on an accrual basis when the activity
occurred regardless ofithe timing of the related cash flows. In that regard, changes in the fair values of
investments are incltv in the year’s activity as net appreciation/(depreciation) in fair value of

o The Statements of P.

investments.

e The Notes to Financial Statements — provide additional information that is essential to a full
understanding of the data provided in the financial statements. The notes present information about the
Plan’s accounting policies, significant account balances and activities, material risks, obligations,
contingencies, and subsequent events, if any.

¢ Required Supplementary Information as required by the Governmental Accounting Standards Board

(“GASB”) is presented after the management discussion and analysis, the statement of Plan net position,
the statement of changes in Plan net position and the notes to the combined financial statements.

-3-
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The accompanying financial statements of the Plan are presented in conformity with accounting principles
generally accepted in the United States of America as prescribed by the GASB.

Financial Highlights

Plan net position is held in trust for the payment of future benefits to members and beneficiaries. The assets of
the Plan exceeded its liabilities by $323.0 million, $297.5 million, and $303.2 million as of December 31,
2016, 2015, and 2014, respectively. The increase in 2016 is primarily a result of net appreciation on fair value
of investments held offset by investment fees charged to the Plan. The decrease in 2015 is primarily a result
of net depreciation in investment values less investment fees charged to the Plaa

Plan Net Position
December 31, 2016, 2015, and 2014

(Dollars in thousands)

Amount of Change ercentage Change
(2016 - (201 (2016- (2015 -
2016 201 014 015) 2014) 2015) 2014)
ASSETS:
Cash $ 9,193 9,668 $102,32 475) $ (92,652) (491.0)  (90.6)
Commitment to purchase - 7,500 - (7,500) - (100.0)
Investments 314,006 8,1 3,367 5,891 94,748 9.0 49.0
Receivables and other assets 3 1 2 1) 200.0 (50.0)
TOTAL ASSETS 202 297,784 303,1? 25,418 (5,405) 8.5 (1.8)
LIABILITIES:
Benefits payable and g
accrued expenses 236 - (16) 236 (6.8) 100
TOTAL LIABILIT 20 236 - (16) 236.00 (6.8) 100
PLAN NE SITION HELD
TRUST FOR'OTHER
POSTEMPLOYM ENEFITS 22,982 $297,548 $303,189 $25,434 $(5,641) 85 (1.9)

y

_4.
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Changes in Plan Net Position
For the Years Ended December 31, 2016, 2015, and 2014

(Dollars in thousands) Amount of Change Percentage Change
(2016-  (2015- (2016 - (2015 -
2016 2015 2014 2015) 2014) 2015) 2014)
ADDITIONS:
Net realized and unrealized
(loses) or gains $ 27,177 $ (4758) $ 3950 $ 31,935 §$ (8,708) 671.2 (220.5)
Less:
Investment expenses 1,743 883 507 376 97.4 74.2
Net investment income/(loss) 25,434 (5,641) 3,443 31,075 (9,084) 550.9 (263.8)
Add:
Employer contributions 551,013 503,371 483, 19,671 9.5 4.1
Total additions 576,447 497,730 487,14 78,7 10,587 9.6 22
DEDUCTIONS
Benefit payments 551,013 503,371 483,700 47,642 9.5 4.1
Total deductions 551,013 503 483,700 47,642 19,671 9.5 4.1
Net increase/(decrease) ‘ N
in Plan net position 25,434 (5,641) 44 31,075 (9,084) 550.9 (263.8)
PLAN NET POSITION HELD IN
TRUST FOR OTHER
POSTEMPLOYEMENT BENEFITS
Beginning of year 297,548 03,189 M‘ (5,641) 3,443 (1.9) 1.1
End of year 22982 § 297,548 § 303,69 $ 25434 $ (5,641) 8.5 1.9

eld in trustiincreased by $25# million during 2016, and decreased by $5.6 million
’ reciation in fair market values was $27.2 and the investment fees
epreciation on fair value of investments was $4.8 million and the

The Plan’s net positi
during 2015. Ia

were $1.7 million. In 201
investm es were $0.8 mi
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I nvestments — The table below summarizes the Plan’s investment allocations.

December 31, 2016 Fair Value Allocation
(Dollars in thousands)

Type of Investments

Investment measured at the NAV $ 314,006 100.00 %
$ 314,006 100.00 %

December 31, 2015 Fair Value Adlocation

(Dollars in thousands)

Type of Investments (
$ A 15

Investment measured at the NAV

100.00 %

$4 288,115 100.00 % y
Overview of Actuarial Information \

GASB 43 requires employers with more than 2
periodic actuarial valuations at least biennially t

loyees or beneficiaries receiving benefits to perform
¢ annual acco osts and liabilities.

the Januar}P,\Z , the most recent OPEB actuarial
actuarial valuation for the Plan ($ in millions):

The following is a summary of information fro
valuation, and from the January

v
\ 2014 2012
Actuarial value of assets $ 300 $ 246
Actuarial accrued li (18,472) (20,188)
Unfunded actuafial acc Y $ (18,172) $  (19,942)

Actuarial S!lue f ASsets

The actuarial valu ssets (whi
most recent OPEB actuarial valu

is equal to the Plan’s net position) as of January 1, 2014, the date of the
n, was $299.7 million.

Actuarial Accrued Liabili

The actuarial accrued liability (“AAL”) as of January 1, 2014, the date of the most recent OPEB actuarial
valuation, was $18.5 billion determined under the Entry Age (“EA”’) Normal Actuarial Cost Method.

Unfunded AAL

The decrease in the Unfunded AAL of $1.7 billion from $19.9 billion as of the January 1, 2012 actuarial
valuation to $18.2 billion as of the January 1, 2014 actuarial valuation was the result of changes in actuarial
assumptions, primarily due to significant reductions in the per capita costs for represented memebers of New
York City Transit and MTA Bus Company. The MTA determines the amount of its annual employer

-6-
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contributions on the annual Pay-Go, adjusted by prepayments and trust asset usages, which are determined
through its normal budgetary process.

Economic Factors

Market Overview and Outlook — 2016

Despite investors entering the year with a myriad of concerns; such as soft economic growth in the United
States (“U.S.”) and China, elevated valuations in nearly every market and asset class, and rising geopolitical
tensions, performance proved to be robust and resilient across almost all %arkets. After a weak 2015,
appetite for risk was hearty as equities continued to march ever higherdn the U'S., Japan, and Emerging
Markets and returns were strong in the riskier corners of fixed incomefin investment grade, high yield, and

emerging markets bonds. (

Market performance was framed by a rather benign macrd enyironment, a with some transitory
complications. In 2015, eyes had turned toward a weakening Chinese economy, tesulting in commodity
markets continuing their steep decline and volatility rising across ithe equity and fixed,ineome markets.
Emerging markets, particularly those centered on commodities wherendemand is tied to Chinese growth,
experienced sharp declines in 2015. As the calendar ﬂippe%ZOlS tcml 6, these conéerns dissipated and
emerging markets rallied significantly off their 2015 lows. Europe was again in the headlines, this time as
e history-making vote. Nonetheless,
ive performance for 2016.

, well off the pace and trajectory
forecast by markets heading into 2016. The December rais¢ came weekssafter Donald Trump’s election to the
Presidency, which fueled a str ities market pushfin the 4™ quarter behind expectations for regulatory
reform, repeal of the Affo ct, and a re-writing of ¢he U.S. Tax Code. How realistic these
018 ahead of the mid-term election cycle will remain to be seen.

Macro Themes
e Moderate

L

rowth continuing
iverge .S. tightening while Europe and Japan eases
arkets and commodities

oderate global growth in 2016, with the likelihood that below average
economic performance, would continue into 2017 and 2018. Developed markets look to remain lukewarm,
with Gross Domestic‘Product (“GDP”) growth struggling to break through the (+3.0%) level globally and
perhaps likely to fall short in the U.S., Europe, or Japan in 2017 or 2018 according to both the International
Monetary Fund (“IMF”) a orld Bank. Inflation remains subdued across the developed markets while
currency depreciation in emerging markets have led to spikes in inflation. The U.S. is in an environment
where short-term interest rates will likely rise over the next two years; Europe and Japan are in a decidedly
different place. Weak demand and low inflation in Europe and Japan have led to further central bank
intervention and easing. The continued European Central Bank intervention in credit and bond markets
may lead to problems down the road. In emerging markets, central banks have moved to increase interest
rates in order to tame both inflation and capital outflows. The slower pace of U.S. interest rate increases has
continued to result in a U.S. dollar weakening a bit from highs in 2015 and 2016, potentially easing some
strain on the U.S. manufacturing and exporting sectors.

The macro picture was framed b

-7-
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Europe continues to be impacted by high levels of public debt, fractious politics and low economic growth.
Like emerging markets, a significant portion of Europe’s export engine is tied to Chinese demand
and growth. Lower growth in China will place pressures on Europe, in particular net exporters, such
as Germany. Debt levels have not yet moderated post-financial crisis and flare-ups in periphery
countries, such as in Greece, Portugal, Italy, and Spain, are likely to continue as growth remains
challenged and reforms and austerity lose support. Banks will continue their deleveraging cycle
should new rules (Basel III) on risk capital are implemented. In Japan, where banks are in better
health, high public debt, low growth, a weakening regional economic picture, and aging
demographics will challenge the government in delivering their grow%nﬂation targets.

Emerging markets posted solid returns in 2016 as the impact of capital{flows due to the U.S. interest rate
increases were much lower than expected. The main emerging markets, zil, Russia, India and China,
defined as the “BRICs” all face their own challenges. Brazil fac ion, high interest rates, low
growth, and a government beset by allegation of corruptionsChi ing to shift from being
manufacturing- oriented to a consumer-based economy, faces significant pressures eet its growth target of
(+7.0%) per year and will face a significant leadership election in late 2017. Russia remains impacted from
lower energy prices and economic sanctions. Finally, I}ldia seems to continually disappoint Viberalizing its
economy and implementing the structural reforms necessa unleash itq)tential.

United States
Markets in the U.S. were strong for the yea
regions, the U.S. appears to be on relatively so
and the remaining hangovers from the 2008 fina
picture provided the Federal Reserve enough lee
government bond markets.

t performers in 2016. Unlike other
declining to very low levels
dissipate. The better economic
in December, causing a sell-off in

isiSrappearing to
to raise interest ratc

Equity

e  Surprising and soli
e Valuations stretched
e Risk Indulging — Small Cap outperformed lzarge Cap; Cyclicals outperformed Defensives;

r for stocks

?—i igni equity markets set for another low-return year
ap

Large stocks were strong
(+12.0%) and (+12:1%), respecti
measured by the ell 2000 I

managed to post a (+13.8%) retu

. Small Cap and Mid Cap indices outperformed large cap. Small Cap, as
x, returned (+21.3%). The Russell Mid Cap Index lagged bust still

Digging deeper, there was significant performance dispersion across the sectors. Cyclical Sectors performed
well with Energy (+28.0%), Financials (+22.7%) and Industrials (+20.0%) leading the charge higher.
Healthcare (-2.8%), Real Estate (+3.2%), and Consumer Staples (+5.0%) were the lagging sectors. This
divergence shows investors’ appetite shifted from 2015, when defensive and yield oriented sectors were the
best performing segments of the S&P 500. In 2016, investors shifted towards sectors tied to economic growth
(Energy and Industrials) or those that may benefit from deregulation (Financials).

Fixed Income
The return of an appetite for risk was also evident within the U.S. Fixed Income markets. Treasuries returned
(+1.0%) for the year, although this sector was impacted particularly hard in period after the U.S. Election as
the Federal Reserve increased interest rate. The 4™ quarter return of (-3.8%) was amongst the worst 3 month
return in Treasuries in quite some time. Government bonds will likely not provide the safe haven status
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previously counted on by investors going forward given the Trump Administration’s pledges on
spending/stimulus and the populist tone of the campaign. Credit outperformed Treasuries for the year, with
(+5.6%), although it too gave back significant performance in the 4™ quarter (-3.0%). High yield posted
impressive gains, as worries in the Energy sector that significantly impacted the market in 2015 gave way to
optimism that defaults would not be nearly as extreme as anticipated. High Yield not only posted a strong
return for the year (+17.1%) but unlike other areas of fixed income, was also positive in the 4™ quarter
(+1.8%). Volatility entered the fixed income markets significantly in the back half of the year. High Yield
held steady in the face of rising interest rates as higher quality and more liquid segments of the market lost
value.

I nternational Developed A

e  Weak year in Developed Markets (U.S. dollar returns)

e Eurozone and United Kingdom slightly negative for the yea

e Japan and Far East positive performers

e Equity valuations in developed markets appear relatively cheaper than the
e Low returns in fixed income in 2016 and expected through 2017

projections continued to improve. In U.S. dollars, Europe United Kingdom equities posted negative

Europe muddled through another year in 2016 and %ew never quite hit its stridegen as growth
performance in 2016. Much of the negative performance as due to currency movements, as both the Euro and

Fixed income markets in
asset-backed issuance m

an are largely centered on government bonds, with corporate and
n of the overall markets. Global Treasuries returned (+1.6%) in
2016, although 4™ quarter w unkind with a (z8:5%) return. Much of the negative performance
can be attributed to market responses to the interest rate increases in the U.S., the relative strength of the U.S.
dollar, and the re isk takingacross most markets.

Emerging Markets
year in Emergin

e  Majorrebound from per
e Brazil, Ru
e Mexico and

e Emerging Market Bonds‘reversed recent performance losses with strong calendar year
e No end in sight fo tility and macro risks remain elevated

Emerging markets posted strong performance as investor appetite for risky assets extended into emerging
markets stocks and bonds. The broad emerging markets index returned (+11.2%) for the year. Of the markets
tracked by Morgan Stanley Country Index (“MSCI”), Brazil (+66.8%), Russia (+55.5%) and Thailand
(+19.6%) posted the strongest gains. China was a notable laggard for the year, with its (+1.1%) gain trailing
the broader markets and the majority of its large country peers. Performance of the bond markets of emerging
markets was encouraging. Both hard currency and local currency bond posted solid years in performance.
Hard currency bonds, which are predominately issued in U.S. dollar, returned (+10.2%) in 2016. Local
currency bonds, which are more susceptible to risk-off periods and capital flight, returned (+9.9%) for the
year.
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Commodities

e Rebounded from one worst years on record for commodities
e Little expectation for a full recovery in commodity prices in the near term

Commodity indices posted positive performance in 2016, with the broad Bloomberg Commodity Index up
(+11.8%). Industrial metals (iron ore, zinc, nickel, aluminum, and copper) all posted strong performance for
the year. Also reversing recent history with a rebound in performance were oil and natural gas. Precious
metals, consistent with a risk-on attitude from investors, lagged the overall commodity market and the other
main sectors.

Contact Information

This financial report is designed to provide a general overview of t itan Transportation Authority
Other Postemployment Benefits Plan’s finances. Questions conce rovided in this report or

requests for additional information should be directed to t 0 olitan Transportation
Authority, 2 Broadway, 16™ Floor, New York, NY 10004.

***«

/\r
) 4
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

STATEMENTS OF PLAN NET POSITION
AS OF DECEMBER 31, 2016 AND 2015
(In thousands)

ASSETS:
Cash and cash equivalents
Investments measured by Net Asset Value
Interest receivable

Total assets

LIABILITIES:
Benefits payable and accrued expenses

Total liabilities

POSTEMPLOYMENT BENEFITS

PLAN NET POSITION HELD IN TRUST F(h

2016 2015
A 9,193 $ 9,068
14 006 288,115
1
32 297,784
' 236
220 236

322,982 $ 297,548

See notes to financial state ,
&

J

\
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

STATEMENTS OF CHANGES IN PLAN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In thousands)

2016 2015
ADDITIONS:
Net realized and unrealized gains or (losses) 27,177 $ (4,758)
Less:
Investment expenses 743 883
Net investment income or (loss) / 4 (5,641)
Add:
Employer contributions \ A 551,013 503,371
Total additions 576,447 497,730
DEDUCTIONS:
Benefit Payments < 551,013 503,371
Total deductions 551,013 503,371
! 4
Net increase/(decrease)’in n 4 25,434 (5,641)
PLAN NET POS ELD IN TRUST FOR OTHER
POSTEMPLQ -
Beginnin‘f year 297,548 303,189
End of yea $ 322,982 $ 297,548

See notes to financia ments

Yy
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

1.

BACKGROUND AND ORGANIZATION

The Metropolitan Transportation Authority (“MTA”) Retiree % Benefits Plan (“Other
Postemployment Benefits Plan” or “OPEB Plan” or the (“Plan”)<and the"related Trust Fund was
established effective January 1, 2009 for the exclusive benefit of The MTA Group’s retired employees

and their eligible spouses and dependents, to fund some of the{OPE efits provided in accordance
with The MTA’s various collective bargaining agreements MTA icies. The MTA Group is

comprised of the following current and former agencies:

o MTA New York City Transit

o MTA Long Island Rail Road ° \ y

o MTA Metro-North Railroad
o MTA Bridges and Tunnels
o MTA Headquarters (“MTAHQ”) ‘

o MTA Long Island

o MTA Statends Railwa

o MTA Bus Company. y

ith Section 115 of the Internal Revenue Code. The Plan is
for Governmental Accounting Standards Board (“GASB”)
orting for Postemployment Benefit Plans Other Than Pension Plans

T st is tax exemp
classified as a single e
Statement No»43, Financi
(“GASB 43”) oses.
The MTA is not required.by law or contractual agreement to provide funding for the Plan, other than the

“pay-as-you-go” am necessary to provide the current benefits to current eligible retirees, spouses
and dependents (Pay-Go).

GASB 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans prescribes
uniform financial reporting standards for other postemployment benefits (“OPEB”) plans of all state and
local governments. OPEB refers to postemployment benefits other than pension benefits and includes
postemployment healthcare benefits which are covered under The MTA OPEB plan.

GASB Statement No. 45, Accounting and Financial Reporting for Employers for Postemployment

Benefits Other Than Pensions (“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

-13 -
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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 has implemented GASB 45. This Statement establishes the 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.

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 requi%e 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 sefvice,and provides information about
actuarial accrued liabilities associated with the OPEB and to<Wwhat t progress is being made in
funding the plan.

During 2012, MTA contributed $250 million into the Frust. In addition, $ illion was contributed
during 2013. There were no contributions to the OPEB Trust by the MTA during 2016 and 2015. Under
GASB 45, the discount rate is based on the assets @ trust, the assets of the employeror a blend of the
two based on the anticipated funding levels of the e er. For 2014 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 3.25% resulting in‘a discount rate under GASB 45 of 3.50%,
which is slightly lower than the discou of 3.75% used e prior valuation. This decrease is
primarily due to the decrease in Treasu nd thus, retu ployer assets since the prior
valuation.

PLAN DESCRIPTION, ELIGIBILITY AND MEMBERSHIP INFORMATION

The benefits provide roup include'medical, phairrnacy, dental, vision, life insurance and a
Medicare supplement; ifferent types'ef benefits provided vary by agency and relevant
collective bargaining agr . neﬁts are provided upon retirement “Retirement” is defined by the

service withi retirement eligibility. Employees of the MTA Group are members of
the follewing pens
Isla ail Road Plan iti ions, the Metro-North Cash Balance Plan, the Manhattan and
B Surface Transit i ority (“MaBSTOA”) Pension Plan, the New York City
Employees™» Retirement S CERS”) and the New York State and Local Employees’
Retirement System (“NYSL

The MTA Group participates in the New York State Health Insurance Program (“NYSHIP”), and
provides medical and pres€ription drug benefits, including Medicare Part B reimbursements, to many of
its retirees. NYSHI fers a Preferred Provider Organization (“PPO”) plan and several Health
Maintenance Organization (“HMO”) plans. However, represented MTA New York City Transit
employees, other MTA New York City Transit former employees who retired prior to January 1, 1996
or January 1, 2001, and MTA Bus Company retirees do not participate in NYSHIP. These benefits are
provided through a self-insured health plan, a fully insured health plan or an HMO.

The MTA is a participating employer in NYSHIP. The NYSHIP financial report can be obtained by
writing to NYS Department of Civil Service, 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 with
a valuation date of January 1, 2014. The total number of plan participants as of January 1, 2014
receiving retirement benefits was approximately 45 thousand.

Plan Eligibility — Generally, to qualify for benefits under the Plan, a former employee of The MTA
must:

Plan Membership — As p
date of the B actuarial
January 1, 201 e date of t

have retired, be receiving a pension, and have at least 10 years md service as a member of
NYCERS, NYSLERS, the MTADBPP or the MaBSTOA P n Plan and have attained a
minimum age requirement (unless within 5 years of commencifigiretirement for certain members);
provided, however, a represented retired employee may befeligible.only pursuant to the relevant
collective bargaining agreement. (

y

Surviving Spouse and Other Dependents:

(1) Lifetime coverage is provided to the iving spouse, or domestic paﬂ:rrnd surviving
dependent children to age 26 of retired manage d certmn—represented retired employees.

(i) Represented retired employees must follow the “guidelines of their collective bargaining
agreements regarding continued coverage for a surviving spouse or domestic partner and
surviving dependents. For repres loyees of Ne ity Transit and Staten Island
Railway retiring on or after May 21; 2 for, TWU Local September 24, 2014 for ATU
Local 726, October 29, 2014 for ATU Local 10565 Marchs 2015 for TCU and December 16,
2015 for UTU and ATDA, surviving spouse coverage continues until spouse is eligible for

v

(ii1) Lifetime o i ded to the Arviving spouse or domestic partner and surviving

members of the MTA Police Department.
/

(iv) Life vided to“the surviving spouse or domestic partner and surviving
dependent 6 of uniformed members of the MTA Police Department whose
death was sust ance of duty

itted under GASB 43, the Plan has elected to use January 1, 2014, as the
ation. The Plan’s combined membership consisted of the following at
most recent OPEB actuarial valuation:

January 1, 2014 January 1, 2012
Actives ) 67,516 65,730
Deferreds - 276
Retirees 44,644 46,686
Total number of participating employees 112,160 112,692
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — The Plan’s financial statements are prepared on the accrual basis of accounting
under which deductions are recorded when the liability is incurred and revenues are recognized in the
accounting period in which they are earned. Employer contributions are recognized when paid in
accordance with the terms of the Plan. Additions to the Plan consist of employer contributions and net
investment income. Investment purchases and sales are recorded as of trade date.

The financial statements have been prepared in accordance with the accounting principles generally
accepted in the United States of America, as prescribed by Govemn%%counting Standards Board
(“GASB”).

Recent Accounting Pronouncements — Not yet adopted

( MTA Welfare
Benefits Plan
GASB Required Year of

1\

Financial Reporting for Postempl oyment Benefit Plans Other

Statement No. GASB Accwntiﬁandard V Adoption

74 Than Pension Plans 2017
84 Fiduciary Activities 2019
85 Omnibus 2017 2018

stments are those which are held in the Trust. Investments are reported
ion at fair value based on quoted market prices or Net Asset Value.

Investments — The Plan’
on the statements of pl

changes in Plan netpo i e reporting period.

benefits to
Sponsir which bypa ted as additions and deductions from the Plan’s net position.

, CASH EQUIVA VESTMENTS

C
Cash and CaNzivalents balance as of December 31, 2016 and 2015 represents securities in the Plan’s
portfolio, held'in the Trust, that mature within three months of purchase date. The Plan held $9,192,941
and $9,667,982 inmoney market accounts as of December 31, 2016 and 2015, respectively.

Investment Objectif The Plan’s investments are those which are held in the Trust. The investment
objective of the funds is to achieve consistent positive real returns and to maximize long-term total
return within prudent levels of risk through a combination of income and capital appreciation.

Investment Guidelines — The Committee of the MTA Retiree Welfare Benefits Plan is in the process
of creating investment guidelines with the Plan’s investment advisor (“NEPC”) that will address and
execute investment management agreements with professional investment management firms to manage
the assets of the Plan. However, the Committee of the MTA Retiree Welfare Benefits Plan allows the
Plan to follow the Investment Guidelines established by the Board of Pension Managers for the MTA
Definied Benefit Pension Plan.
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Credit Risk — At December 31, 2016 and 2015 the following credit quality rating has been assigned by
a nationally recognized rating organization:

2016 2015
Percentage of Percentage of
Fixed Income Fixed Income
Quality Rating Fair Value Portfolio Fair Value Portfolio
AAA $ 23,164,269 13.27 % $ 10,970,160 7.36 %
AA 5,276,145 3.02 5:428,577 3.64
A 14,044,929 8.05 959 8.05
BAA - - 7,073,431 18.16
BBB 24,789,389 14.20 ,101,184 12.81
BB 11,522,793 6.60 3.97
B 6,186,168 3.55 1.86
CcCcC 1,861,824 1. 0.88
Not Rated 17,672,299 3 3.57
Credit risk debt ’
securities 104,517,815 89,897,206 60.30
U.S. Government bonds 59,177,974 39.70
Total fixed income
securities 174,519,593 10!“;0 49,075,180 100.00 %

Other securities not

rated — equity, ,

international funds

foreign corporate bond: 4 139,039,907

$ 288,115,087

e risk that changes in interest rates that will adversely affect
is a measure of interest rate risk. The greater the duration of a
greater its price volatility will be in response to a change in interest rate
risk and vic s an indicator of bond price’s sensitivity to 100 basis point change in

interest rates.
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2016 2015

Investment Fund Fair Value Duration Fair Value Duration
Allianz Structured Alpha $ 18,611,047 0.13 $ 16,438,421 0.13
Baird Aggregate Bond Fund 25,955,723 5.89 25,073,279 5.68
Bridgewater Alpha Pure Markets Fund 13,423,321 0.02 12,354,534 7.87
Bridgewater All Weather Fund 37,020,801 9.05 33,663,358 6.84
GAM Unconstrained Bond Fund 16,061,041 0.25 15,059,609 0.93
Pimco All Asset Fund 30,361,189 3.10 27,073,431 2.57
Wellington Diversified Inflation Hedge Fund 14,455,323 3.88 11,704,663 7.56
Wellington Blended Emerging Markets Debt Fund 14,576,069 % 12,971,010 5.06
Wellington Opportunistic Investment Fund 26,410,584 24,699,599 1.69
196,875,098 179,037,904
Portfolio modified duration 4.61
Investments with no duration 1 17 130,745
reported
Total investments $ 314,005,843 A $ 288:415,087

Custodial Credit Risk — For investmen ial credit risk 1 isk that in the event of the failure
of the Trustee Bank, the Plan will not b recover the va its investments or collateral
securities that are in the possession of the outside party. Investment/securities are exposed to custodial

credit risk if the securities are uninsured and are\not régistered imithe name of the Trust.

he Plan places no limit on the amount the Trust may invest in any
| investments held by the Plan that represents 5.0% or more of the
s at December 312016 and 2015 is as follows:

Concentration of Cr
one issuer of a singl
Plan’s net assets availa

% of Total of Total % of Total of Total

Issuer Investments Investments Investments Investments
AAGlobal Opportuniti 13% $ 40,638,219 13% $ 38,699,341
Dreyfus Global Stock Fund 12 37,555,562 12 35,392,022
Hexavest W Equity Fund 12 38,936,964 12 34,605,721
Bridgewater eather Fund 12 37,020,801 11 33,663,358
PIMCO All Ass 10 30,361,189 9 27,073,431
Wellington Opportunities Invéstment Fund 8 26,410,584 8 24,699,599
Baird Aggregate Bon 8 25,955,723 8 25,073,279
Allianz Structured Alp? 6 18,611,047 6 16,818,520
GAM Unconstrained Bond Fund 5 16,061,041 5 15,059,609
Wellington Divisified Inflation Hedge Fund 5 14,455,323 - -
Wellington Blended Emerging

Markets Debt Fund 5 14,576,069 - -
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Foreign Currency Risk — Foreign currency risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or a deposit. Each investment manager, through the
purchase of units in a commingled investment trust fund or international equity mutual fund establishes
investments in international equities. In addition, the Plan has investments in foreign stocks and/or bonds
denominated in foreign currencies. The Plan’s foreign currency exposures as of December 31, 2016 and
2015 is as follows :

Foreign Currency December 31, December 31,
Holdings in US $ 2016 2015
Argentine Peso $ 71,309 $ 299
Australian Dollar 4,410,531 3,980,839
Brazilian Cruzeiro Real 1,981,032 9
Bulgarian Lev - 24,0
Canadian Dollar 3,347,574 054,099
Chilean Peso 385,209 3,998
Columbian Peso 901,326 1,198,127
Chinese Yuan Renminbi 738,36 1,294,108
Czech Republic Koruna 331,763
Danish Krone 2,1 3, 641
Egyptian Pound 27,54 4%68
Euro 19,083,383

Great Britain Pound Sterling 13,023,840

Hong Kong Dollar

Hungarian Forint

Iceland Krona

Indian Rupee

Indonesia Rupiah !
Israeli Shekel 333,912
Japanese Yen );/,81 1,601
Malaysian Ringgit 832,451
Mauritian Rupee -
Mexican New Peso 2,265,402
New Zealand Dollar (147,163)
Norwegian Krone 664,666
Peruvian Nu 415,248
Philippine/Peso 84,279 95,986
Polish Zloty 1,141,372 1,285,296
Qat al 5,022 2,002
Romanian Le 34,334 288,356
Russian Federation Rouble 788,754 733,984
Singapore D 450,365 1,271,179
South African R 1,228,826 1,143,104
South Korean W 1,740,291 2,952,107
Swedish Krona 1,195,094 2,979,638
Swiss Franc 5,645,730 5,941,121
Taiwanese New Dollar 3,054,654 2,232,503
Thai Baht 841,589 611,407
Turkish Lira 172,522 472,362
UAE Dirham 4,743 1,507
Uruguayan Peso - 90,636
Other (221,811) 1,220,197
Total $ 90,498,510 $ 96,844,211
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In year 2015, the MTA Retiree Welfare Benefits Plan adopted GASB Statement No. 72 (“GASB 72”), Fair
Value Measurement and Application. GASB 72 was issued to address accounting and financial reporting
issues related to fair value measurements. For the years ended December 31, 2016 and 2015, the Plan reported
all of its investments at Net Asset Value (“NAV”) and thus fair value leveling measurement was not required.

Investments measured at NAV

December 31, Unfunded Redemption Redemption
2016 Commitments Frequency Notice Period
Equity Securities:
Comingled international equity funds $ 38,936,964 § - Dai None
International equity mutual funds 78,193,781 - Daily, monthly None
Total equity investments measured at the NAV 117,130,745 -
Debt Securities
Comingled debt funds 56,592,832 ( Dail thly, quarterly None
Total debt investments measured at the NAV 56,592,832 -
Absolute return:
Directional 18,611,047 - Monthly 3-60 days
Global macro 13,423,3’21 - Monthly y 3-30 days
Global tactical asset allocation 56,771,774 - aily, monthly 3-30 days
Risk parity 37,020,801 - ﬁonthly 3-30 days
Total absolute return measured at the NAV 125,826,943 -
Real assets N/A
Comingled commodities fund ot eligible N/A
Total real assets measured at the NAV
Total investments measured at the NAV $ 31
Investments measured at NAV
December 31, Unfunded Redemption Redemption
2015 Commitments Frequency Notice Period
Equity Securities:
Comingled intefna ds $ 34,605,722 $ - Daily None
International equity mutual fu 74,091,363 - Daily, monthly None
Total eqaﬂvestments measured a AV 108,697,084 -
Debt Securities
Comingled debt fu 53,103,898 Daily, monthly, quarterly None
Total debt investmen&red at the N 53,103,898 -
Absolute return:
Directional 16,818,520 - Monthly 3-60 days
Global macro 12,354,534 - Monthly 3-30 days
Global tactical asset allocatio’ 51,773,030 - Daily, monthly 3-30 days
Risk parity 33,663,358 - Monthly 3-30 days
Total absolute return measured at the NAV 114,609,442 -
Real assets N/A
Comingled commodities fund 11,704,663 - Not eligible N/A
Total real assets measured at the NAV 11,704,663 -

Total investments measured at the NAV

$ 288,115,087 $§ -
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FUNDED STATUS AND FUNDING PROGRESS — OPEB PLAN

The funded status of the Plan as of the most recent OPEB actuarial valuation date is as follows (dollar
amounts in thousands):

Actuarial

Accrued

Liability Unfunded UAAL as a
Actuarial Actuarial (AAL) — AAL Funded Percentage of
Valuation Value of Entry (UAAL) Ratio Covered Covered Payroll
Date Assets (a) Age (b) (b-a) (a/b) roll (c) [(b-a)/c]
January 1, 2014 $ 299,747 $ 18,471,642 $ 18,171,895 1.6¢% $ 4,669,807 389.1 %

of reported amounts and
ture. Examples include

Actuarial valuations of an ongoing plan involve estimates the
assumptions about the probability of occurrence of events into
assumptions about future employment, mortality, and the healthcare cost tr ctuarially determined
amounts are subject to continual revision as actual resalts are compared with past expectations and new
estimates are made about the future. y

y
The schedule of funding progress, presented as requ%plementa?y information‘following the notes
to the financial statements, presents multiyear trend information about whether the actuarial values of

Projections of benéfits
as understood by the employer an mmembers) and include the types of benefits provided at the time
of each val the historical pattern of sharing of benefit costs between the employer and plan
membersdo tha not be obligated to provide the same types or levels of benefits to

retirei in the future.

AnnuallOPEB Cost (“AO

and OPEB Obligation — The MTA’s annual OPEB cost (expense)
represents theraccrued cost ostemployment benefits under GASB 45. Currently, the MTA expenses
the actual ben 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 statement of net position. The annual OPEB cost is equal to the
annual required contr on (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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The MTA’s annual OPEB cost, the percentage of annual OPEB cost contributed to, and the net OPEB
obligation for the years ended December 31, 2016 and 2015 is as follows:

Year Annual % of Annual Net OPEB
Ended OPEB Cost Cost Contributed Obligation

(In Thousands)

December 31, 2016 $ 2,146,430 25.7 % $ 15,155,537
Year Annual % of Annual Net OPEB
Ended OPEB Cost Cost Contr(e bligation

(In Thousands)

December 31, 2015 § 1,997,180 252 % 0, 12y

#
Actuarial Cost, Amortization Methods and Assumﬁ — Fomerminmg the/ARC, the MTA has
chosen to use Frozen Initial Liability (the “FIL Cost Method™) cost method, one of the cost methods in
45. The initial liabi
ing amortization p

is amortized over a 22-year closed
is 14 years.

accordance with the parameters of GA
period. As of the last valuation date the re

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'(thes< Accrued Liability” or “Past Service
Liability”), the part that is arned this year\(the “Normal Cost”), and the part that will be earned in
future years (the “Futu iability””). Under the FIL Cost Method, an initial past service liability
is determined based e Normal (“EAN”) Cost Method and is amortized separately. This
method determine$ the liability for eachyindividual based on a level percent of pay. The
Future Service Liability 1s allocat sed on the present value of future compensation for all members
combined to ine the Normal Cost.In futuré years, actuarial gains/losses will be incorporated into
the FuturefS rtized through the Normal Cost.

ThedFrozen Unfunded
Liability. for, the prior year,

increased or wf:d by an

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/or members less than certain retirement age.

1s determined each year as the Frozen Unfunded Accrued
interest, reduced by the end-of-year amortization payment and
ew bases established for the current year.

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
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.
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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, 2014, which is 24 months prior to
the beginning of the 2016 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 thé: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 recogmtlon of the decrease in short-term
investment yields partially offset by the establishment of a trustythe unt rate for this valuation has
been lowered from 3.75% to 3.50%.

Healthcare Reform — The results of this valuation reflect our understandi f 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 proviw levies a 40%
tax on the value of health plan costs that exceed certain threshQQs for single coverage or family
coverage. If, between 2010 and 2018, the cost of health eare insurance rises more than 55%, the
threshold for the excise tax will be adjusted. Legislative changesipassed in December 2015 have delayed
the effective date of the excise tax un 0. However, th culation of the threshold amounts
remains unchanged. Also included in AC ious fees (inc t not limited to, the Patient-
Centered Outcomes Research Institute fee, TransitionalbReinsurance ram fee, and the Health Insurer
fee) associated with the initiation of health exchanges in'2016,and 2015.

The OPEB-specific actu tions used in the most recegnt biennial valuations are as follows:

Valuation date uary 1,2014 \ January 1, 2012

Actuarial cost method ozen Initial Liability Frozen Initial Liability

Discount rate 3.50% ¢ 3.75%

Price inflati 2.5% per-annum, compounded annually 2.5% per annum, compounded annually
Per-Capita retiree *

Amortization method n Initial Liability Frozen Initial Liability
1zation period 15 years
Period closed or open Closed

* In general, all by the MTA. However,
MTAHQ members who retired prior to 1997 pay a portion of
the premium, dependingon thé year they retired.

4

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 — 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 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
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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 an initial 2006 report, as well as an updated 2014 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. 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. A

The medical and pharmacy benefits provided to TWU Local 100, ATU 1056 and ATU 726 represented
Transit members, represented MTA Bus Company members a%pr d SIRTOA members are self-

insured as well as some Pre-NYSHIP Transit members. Fo we developed per capita
claims cost assumptions that vary by age, gender and benéfit type. The apita costs assumptions
reflect medical and pharmacy claims information, including the EGWP pla
benefits to Medicare-eligible retirees, for 2016 and 2015.

Medicare Part D Premiums — GASB has issue Technie ulletin stating tﬁ 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 1 to the amount 0 ims paid in a year if the plan is not

ing the baseling assumptions'included in the model, except real GDP
of 1.8% and inflatio edical and pharmacy benefits. Additional adjustments apply based
on percentage of cost h administrative expenses, aging factors potential excise taxes due
to healthcare reform, and care reform provisions separately for NYSHIP and non—NYSHIP

(4%) plus ursements (4.5%). The NYSHIP trend reflects actual increases in
premiums  throug also reflects dental and vision benefits plus Medicare Part B
rei sements. The ni is applied directly for represented employees of MTA NYC
, SIRTOA and M i

Tr

MTA Bus and New York
non-NYSHI n

are in percentag

differ. The following lists illustrative rates for the NYSHIP and
for the MTA New York City Transit and MTA Bus Company (amounts

V4
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Health Care Cost Trend Rates

Fiscal Year NYSHIP Transit and SIRTOA MTA BUS COMPANY

<65 >=65 <65 >=65
2014 0.0 7.5 9.5 7.5 8.1
2015 6.0 7.6 9.5 7.6 8.2
2016 6.0 6.7 8.1 6.7 7.3
2017 6.0 6.2 6.8 6.2 6.3
2018 53 54 54 54 54
2019 52 12.1 54 ll.zA 54
2024 52 6.1 54 6. 54
2029 5.5 6.1 54 54
2034 6.4 6.1 5.6 6.1 5.5
2039 59 5.7 52 5.7 5.2
2044 5.7 5.5 S.V 5 5.1
2049 5.6 54 S. 54 3
2054 5.5 53 33 53

.3y

* Trend not applicable as actual 2015 premiums wer

Participation — The table below su
preparation of the actuarial valuation.
Agency and provides a breakdown of the

elected and be fered to current retirees.

.,

OPEB Participation By Agency as at January 1, 2014

MTA
Long MTA MTA MTA
Island Me Bridges Long Staten
Rail Nor! & Island Island MTA Bus
Road Rail Ro Tt}mels MTAHQ Bus * Railway = Company Total
Active Members
Number 6,288 1,569 1,641 - 260 3,539 67,516
Average Age 455 46.5 46.3 - 45.1 47.1 48.3
Average Servid 134 13.3 12.9 - 14 11.7 13.8
417 612 158 105 19 624 15,009
909 663 329 234 58 893 22,184
Employee/Child Coverage 54 36 20 23 3 43 1,231
No Medical Co e 2,423 5 8 468 15 126 6,220
Total Number 5,432 3,803 1,316 515 830 95 1,686 44,644
Average Age of Retiree 71.9 67.6 74.0 68.9 65.2 67.6 63.9 69.8 71.2
Total Number with Dental 6,427 857 470 406 445 58 46 85 8,794
Total Number with Vision 25,858 857 470 406 445 58 67 1,529 29,690
Total No. with Supplement 25,442 1,747 - 910 - 459 22 1,454 30,034
Average Monthly Supplement
Amount (Excluding Part B Premium) $ 33 $ 218 $ - $ 207 $ - N/A $ 238 $ 25 $ 49
Total No. with Life Insurance 5,616 4,890 2,406 353 435 713 78 199 14,690
Average Life Insurance Amount $ 2,076 $22,181 $2.,623 $5,754 $4,994 $8,636 $2,763 $5.214 $ 9,397

* No active members as of January 1, 2014. In addition, there are 155 vestees not included in these counts.

Coverage Election Rates — For members that participate in NYSHIP, 100% of eligible members,
including current retirees and surviving spouses, are assumed to elect the Empire PPO Plan. However,
for MTA Bridges and Tunnels, 15% of represented members and 10% of non-represented members
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are assumed to elect the Health Insurance Plan (“HIP”), a HMO Plan. For MTA Metro-North
Railroad represented members, 15% are assumed to elect ConnectiCare. For groups that do not
participate in NYSHIP, notably MTA New York City Transit, MTA Bus Company and Staten Island
Railway, members are assumed to elect Empire Blue Cross Blue Shield (“BCBS”) or Aetna/United
Healthcare with percentages varying by agency.

Dependent Coverage - Spouses are assumed to be the same age as the employee/retiree. 80% of
male and 45% of female eligible members are assumed to elect family coverage upon retirement
and 65% of male and 35% of female eligible members participating in self-insured programs
administrered by New York City Transit are assumed to cover a de%No children are assumed.
Actual coverage elections for current retirees are used. If a cu retiree’s only dependent is a
child, eligibility is assumed for an additional 7 years from the valuation,date.

Demographic Assumptions:

Mortality — Preretirement and postretirement health afinuitant rates are p ted on a generational
basis using Scale AA, as recommended by the Se€iety of Actuaries Retirement Plans Experience

Committee. y.

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

Postretirement Healthy Lives— 95% of from the RP- ealthy Annuitant mortality table
for males with Blue Collar adjustments a o of the rates fro e RP-2000 Healthy Annuitant
mortality table for females. No blue-collar or percentage. adjustments were used for management
members of MTAHQ. 4

Postretirement Disabl

% of the ratesifrom the RP-2000 Disabled Annuitant mortality table
for males and femalés. K

Vestee Coverage — For members that participate in’NYSHIP, Vestees (members who have terminated
igible to retire) are eligible for NYSHIP benefits provided by the
t maintain NYSHIP coverage at their own expense from
assumed to retire at first eligibility and would continue to
e following percentages. This assumption is based on the
1 Assumptions for New York State/SUNY GASB 45 Valuation
g Employers of NYSHIP. These percentages were also applied to
valuation date.

Agency dipon re
termimation to retire
mad mNYSHIP cove

Development, of Recommen
report provi to Particip
current vestee ed on ag

Percent
Age at Terminatioy Electing
<40 0%
40-43 5
44 20
45-46 30
47-48 40
49 50
50-51 80
52+ 100
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TRUSTEE, CUSTODIAL, AND OTHER PROFESSIONAL SERVICES

The Plan and the Trust are administered by the MTA, including the day-to-day administration of the
health insurance program. JP Morgan Chase, the trustee and custodian makes payments to health
insurers and to welfare funds for retiree benefits, and reimbursements of retiree Medicare Part B
premiums, as directed by the MTA. The MTA is advised by NEPC with respect to the investment of
Plan assets.

SUBSEQUENT EVENTS

22, 2018, the date the
t there are no recognized or non-

Management has evaluated subsequent events for the Plan throug
financial statements were available to be issued, and has conclude
recognized subsequent events for the financial statement adjust
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

SCHEDULE OF FUNDING PROGRESS (UNAUDITED)

(In thousands)

Unfunded
Actuarial Actuarial
Actuarial Accrual Accrual
Actuarial Value of Liability LiabilitWed Covered
Valuation Assets (AAL) (UAAL Ratio Payroll

Year Ended Date {a} {b} {c} {a}/ {b} {d}

December 31, 2016 January 1,2014 $§ 299,747 $ 18,471,642 $1 1.6 % $ 4,669,807

December 31, 2015 January 1, 2014 299,747 18,471,642 4,669,807
December 31, 2014 January 1, 2012 246,009 20,187, 800 4,360,578
December 31, 2013 January 1, 2012 246,009 20,187, 800 19 941, 791 4,360,578
December 31, 2012 January 1, 2010 17,763,60 17,763,604 4,600,303

QS

) 4

-29.

Ratio of
UAAL to
Covered
Payroll
{c}/ {d}

389.1 %
389.1
457.3
457.3
386.1
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METROPOLITAN TRANSPORTATION AUTHORITY
OTHER POSTEMPLOYMENT BENEFITS PLAN

SCHEDULE OF EMPLOYER CONTRIBUTIONS (UNAUDITED)

(In thousands)

Annual
Required
Fiscal Years Ended Contribution
December 31, 2016 $ 2,907,315
December 31, 2015 2,673,781
December 31, 2014 3,092,900
December 31, 2013 2,842,893 N\
December 31, 2012 2,647,527
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INDEPENDENT AUDITORS’ REPORT

To the Participants and Administrator of A
The Long Island Rail Road Company Plan

for Additional Pensions:

Report on the Financial Statements

We have audited the accompanying statements of plan n
Company Plan for Additional Pensions (the “Additional
the related statements of changes in plan net positio
to the financial statements, which collectively comprise
as listed in the table of contents.

Management is responsible for the preparation and'fair presentation of these financial statements in
accordance with accounting principles generally, acceptedhin the United States of America; this includes
the design, implementation, and maintenance of.intern | relevﬁt to the preparation and fair
presentation of financial statements that are fre statement, whether due to fraud or

error. ,

Auditors’ Responsibility

Our responsibility is to exp n opinien on these financial statements based on our audits. We
1 ards generally accepted in the United States of

America. Tho hat we p erform the audits to obtain reasonable assurance
about whe nts are free from material misstatement.

An al lves performing p%ceduresr)tain audit evidence about the amounts and disclosures
in the fina 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 assessments, the auditor considers internal control relevant to the
Additional Plan’s ration and fair presentation of the financial statements in order to design audit
procedures that are ropriat%n the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of‘the Additional Plan’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
Additional Plan’s net position as of December 31, 2016 and 2015, and the changes in plan net position
for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters

Required Supplementary Information A

Accounting principles generally accepted in the United States of Ameficairequire that the

Management’s Discussion and Analysis on pages 3 through 10 an e Schedule of Changes in the
Employers’ Net Pension Liability and Related Ratios—Schedule | page chedule of Employer
Contributions—Schedule 11 on page 37 - 38; and Schedule o

e applied certai ited
ith auditing st ards generally

ies of management about the

procedures to the required supplementary information in
accepted in the United States of America, which consisted
methods of preparing the information and comparing the info ion for consistency with
management’s responses to our inquiries, the,basic financial sta nts, and other knowledge we
obtained during our audit of the basic financial ments. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assura }

-

January 22, 2018

\
/
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
DECEMBER 31, 2016 AND 2015

OVERVIEW OF THE FINANCIAL STATEMENTS

Plan document as well as the Additional Plan’s financial state
economic factors and industry decisions that have contrib to significant changes isprovided. It should be
noted that for purposes of the MD&A, summaries of th ial statements and the various exhibits
presented are extracted from the Additional Plan’s financial ent ich are prepared in accordance
with accounting principles generally accepted in the United States of America.

ts. Additionally, an analysis of major

Overview of Basic Financial Statements—
introduction to the Additional Plan’s financial s

llowing discussion and analysis is intended to serve as an
ments. The basic financial statements are:

It indicates the assets available for payment of future'bene y current liabilities that are owed as
of the statement date. In re shown at value. All other assets and liabilities are determined
on an accrual basis.

e  The Satements of Plan Net Position—Presents the financial qsition&le Additional Plan at year-end.

e  The Satements of Chang et Position—Presents the results of activities during the year. All
changes affecting the asse Additional Plan are reflected on an accrual basis when
the activity. i e related cash flows. In that regard, changes in the fair

values of investme i the year’s activity as net appreciation (depreciation) in fair value

of i}estments.

e  The Notesto,Financial Sat ts—PRrovide additional information that is essential to a full
understanding of the data prov1ded in the financial statements. The notes present information about the
Addltlonal Plan’ licies, 51gn1ﬁcant account balances and activities, material risks,

(“GASB”), is presented after the Notes to the Financial Statements.

The financial statements are prepared in accordance with GASB Pronouncements.

-3-
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Financial Highlights

Financial Analysis Plan
Net Position
As of December 31, 2016, 2015 and 2014

(Amounts in thousands) Increase/(Decrease)
Amount of % Amount of %
Change Change Change Change
2016 2015 2014 2016—2015 2016—2015 2015—-2014 2015-2014
Cash $ 1,076 $ 9,466 $ 1,411 $ (8,390) 89)% $ 8,055 571%
Investments, at fair value 770,199 720,150 783,939 50,049 7% (63,789) (8)%
Receivables 6,519 259 29,372 6,260 2417% (29,113) (99)%
Total assets 777,794 729,875 814,722 47, 7% (84,847) (10)%
Additional plan payable - - 578 100% (578) (100)%
Due to broker for securities purchased 577 3,677 31,292 (3, -84% (27,615) (88)%
Total liabilities 577 3,677 31,870 (3,100) -84% (28,193) (88)%
Plan net position ’
restricted for pensions $777,217 $ 726,198 2,852 $ 51,019 7 % $ (56,654) (M%

December 31, 2016 versus December 31, 2015

The assets of the Additional Plan exceeded its liabilities by $777 million and $726 million as of December 31,
2016 and 2015, respectively. Plan net positioWed for pensions are held for the payment of future
benefits to members and pensioners.

The Additional Plan’s net position restricted for pensions mereased by $5 ’ﬂlion during 2016, representing
an increase of 7% over 2015. The increase in 2016 was primaril 0 million for additional non-

employer contributions from t ny’s parent company, Metropelitan Transportation Authority
(“MTA”) as an infusion towatds im g the funding for the Plan’s unfunded pension liability.

770 million representing an increase of $50 million from 2015. The
ibutions invested in the portfolio during 2016.

Investments at Decembér 31, 2016, wer
increase is reflective of the ad

Payables for in¥
purchased on a trade-date s d that generate timing differences in settlement dates, similar to
receiva‘tJ‘f?or investments so i

The Additional Plan’s net position restricted for pensions decreased by $57 million during 2015, representing
a decrease of 7% over 2014. The decrease in 2015 was primarily due to $157 million paid out for pension
benefit payments and only $101 million received in employer and employee contributions.

Investments at December 31, 2015, were $720 million representing a decrease of $64 million from 2014. The
decrease is reflective of higher pension benefit payouts compared to lower employer contributions during
2015.

-4 -
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Payables for investments purchased at December 31, 2015, amounted to $4 million. Investments are
purchased on a trade-date settlement basis and that generate timing differences in settlement dates, similar to
receivables for investments sold discussed earlier.

CHANGES IN PLAN NET POSITION

Changes in Plan Net Position
For the Years Ended December 31, 2016, 2015 and 2014

(Amounts in thousands) Increase/(decrease)
Amount of % Amount of %
Change Change Change Change
2016 2015 2014 2016—-2015 016—2015 2015—-2014 2015—-2014

Additions:
Net investment income $ 58,239 $ 527 $ 21,231 $ 10,951 % $ (20,704) (98)%
Employer contributions 81,079 100,000 407,513 (19)% (307,513) (75)%
Non - Employer contributions 70,000 - - 100% - 0%
Employee contributions 905 1,108 1,304 (18)% (196) (15)%
Total additions 210,223 101,635 7 % (328,413) (76)%
4
Deductions:
Benefits paid directly to participants 158,593 157,071 1,522 1% 97 0%
Administrative expenses 717 678 39 6% (297) (30)%
Other (106) 540 6) (120)% 540 100%
Total deductions 159,204 158,289 915 1 % 340 0 %
Net increase 51,019 ‘ 654) 272,099 $ 107,673 190% _$ (328,753) (121)%
Plan net position
restricted for pensions 726,198 782,852 510,753
End of year $ 777,217 $ 726,1 $ 782,852 J

AR,

December 31, 2016 versus December 31, 2015

4

At the end of 2016, the net inv
million over the pri
portfolio in 2046.

ounted to $58 million. This represents an increase of $58
onditions resulting in an increase in the investment

Employer, non-employer and tions for the year ended December 31, 2016, totaled $152
million, which represents a 50% 2015. This increase was the result of the additional $70 million
in non-contributingiemployer contributions the MTA infused into the plan in 2016.

Benefit payments fo ear en

2015.

December 31, 2016, totaled $159 million, which was 1% higher than

December 31, 2015 versus:December 31, 2014

At the end of 2015, the net investment income amounted to $1 million. This represents a decrease of 98%
over the prior year, due mainly to the lower interest rates still prevailing in the market place, an increase in
investment expenses and the depreciation in the investment portfolio in 2015.

Employer and employee contributions for the year ended December 31, 2015, totaled $101 million, which

represents a 75% decrease from 2014. This decrease was the result of lower employer contributions primarily
due to MTA not contributing additional monies into the pension plan in 2015.

-5-
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Benefit payments for the year ended December 31, 2015, totaled $157 million, which was consistent with

2014.Investments—The table below summarizes the Additional Plan’s investment allocation:

Investment Summary
(Dollars in thousands)

Type of Investments Fair Value Allocation
December 31, 2016
Commingled funds $136,713 17.75 %
Common Stock 117,862 15.30 %
Strategic property fund 54,877 7.13 %
Mutual funds 154,061 20.00 %
Corporate bonds and debentures 21,136 2.74 %
Collective short-term investments 19,969 2.59 %
Limited partnership 190,025 24.67 %
Mortgage backed securities 5,255 0.68 %
Commercial mortgage backed securities 2,044 0.27 %
U.S. government securities 4,543 0.59 %
Asset backed securities 549 0.07 %
Real Estate Investment Trust 7,917 1.03 %
Preferred stock 515 0.07 %
other 54,736 7.11 %
$770,202 100.00 %
December 31, 2015 A
Commingled funds $197,306 27.40 %
Common Stock » 122,723 17.04 %
Strategic property fund 50,635 7.03 %
Mutual funds 122,557 17.02 %
Corporate bonds 25,826 3.59 %
Collective shert-term inve 21,559 2.99 %
Limited%)ership 161,213 22.39 %
Mortga cked securities 5,489 0.76 %
Commercial mortgage backed sec 2,030 0.28 %
U.S. government.securities 7,484 1.04 %
Foreign government 122 0.02 %
American Depositary 479 0.07 %
Asset backed securities 840 0.12 %
Real Estate Investment Tru 1,111 0.15 %
Preferred stock 776 0.11 %
$720,151 100.00 %

The composite 2016 return for the fund was 7.97% as opposed to the 2015 return of -1.47%. The majority of
Additional Plan’s investment assets were commingled for investment purposes into the MTA Master Trust
and the MTA Defined Benefit’s Board of Managers of Pension oversee investment allocations and returns,

effective October 2, 2006.

-6 -
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ECONOMIC FACTORS AND INDUSTRY DECISIONS

Market Overview and OQutlook — 2016

Despite investors entering the year with a myriad of concerns; such as soft economic growth in the United
States (“U.S.”) and China, high valuations in nearly every market and asset class, and rising geopolitical
tensions, performance proved to be quite robust and impressive across almost all major markets. Appetite for
risk was hearty as equities continued to march ever higher in the U.S., Japan, and Emerging Markets and
returns were strong in the riskier corners of fixed income in investment grade, high yield, and emerging
markets bonds.

Market performance was framed by a rather benign macro enviro
complications. Last year, eyes had turned toward a weakening Chi

nt, albeit with some transitory
omy, resulting in commodity
nd fixed income markets.
Emerging markets, particularly those centered on commoditieséwh tied to Chinese growth,
experienced sharp declines in 2015. As the calendar flipped fi , concerns dissipated and
emerging markets rallied significantly off their 2015 lows; Europe was again in the‘headlines, this time as

ays of the history-making vote. Nonetheless,
Europe and the United Kingdom were among the few mark ive performance for the year.

In the U.S., the Federal Reserve held off raising interest rates umtib,December, well off the expected pace
forecast by markets heading into 2016. The D ber raise came weeks,after Donald Trump’s election to the
Presidency, which fueled a strong equities ma push in the 4™ quarter’behind expectations for regulatory
reform, repeal of the Affordable Care Act, and\a re=writing of the U ax Code. How realistic these

expectations are will play out in 2017 and 2018 ahead of the midsterm election cycle.
Macro Themes ’
Tepid global growthcontinui

Central Bank policy divergence, U.S. tightening while Europe and Japan eases
China reforms; turmot
High valuati nd incr

arkets and commodities

L

The macro pi€ture was bal growth in 2016, with the likelihood that sub-optimal economic
performanée would continu 18. Developed markets look to remain weak, with Gross
Domestic Product (“GDP”) gr to break through the (+3.0%) level globally and likely to fall
short in the U.S.) Europe, or Japan in 2017 or 2018 according to both the International Monetary Fund
(“IMF”) and World, Bank. Inflation remains subdued across the developed markets while currency
depreciation in emergi e led to spikes in inflation. The U.S. is in an environment where interest
rates will likely rise two years; Europe and Japan are in a decidedly different place. Weak
demand and low inflatio rope and Japan have led to further central bank intervention and easing. In
emerging markets, central banks have moved to increase interest rates in order to tame both inflation and
capital outflows. The slower pace of U.S. interest rate increases has continued to result in a U.S. dollar
weakening a bit from highs in 2015 and 2016, potentially easing some strain on the U.S. manufacturing and
exporting sectors.

Europe continues to be impacted by high levels of public debt and low economic growth. Like many
emerging markets, much of Europe’s exports are tied to Chinese demand and growth. Lower growth in China
will continue to place pressures on Europe, in particular Germany. Debt levels have not yet moderated post-
financial crisis and flare-ups in the periphery countries, such as in Greece, Portugal, Italy, and Spain, are
likely to continue as growth remains challenged and reforms and austerity lose support. Banks will continue

-7-
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their deleveraging cycle as new rules on risk capital are implemented. In Japan, where banks are in better
health, high public debt, low growth, a weakening regional economic picture, and aging demographics will
challenge the government in delivering their growth and inflation targets.

Emerging markets posted solid returns in 2016 as the impact of capital flows due to the U.S. interest rate
increases were much lower than expected. The main emerging markets, Brazil, Russia, India and China,
defined as the “BRICs” all face their own challenges. Brazil faces high inflation, high interest rates, low
growth, and a government beset by allegation of corruption. China, in attempting to shift from being
manufacturing- oriented to a consumer-based economy, faces significant pressures to meet its growth target of
(+7.0%) per year and will face a significant leadership election in late 2017. Russia remains impacted from
lower energy prices and economic sanctions. Finally, India seems to contin isappoint in liberalizing its

United States
Markets in the U.S. were strong for the year and were amongst, th
regions, the U.S. appears to be on relatively sound footing, with unemployment ining to very low levels
and the remaining hangovers from the 2008 financial crisisdappearing to fully dissipate. The better economic
picture provided the Federal Reserve enough leeway to interest jtes in December;, causing a sell-off in
e Surprising and solid year for stocks ‘
e Valuations stretched

government bond markets.
e Risk Indulging — Small Cap outperformed Large Cap; Cyclicals outperformed Defensives;
e Value leads growth on Bank sector perfo ce

e Equity markets set for Km)f}v-remm ye
Large Cap stocks were strongly po , with the

(+12.0%) and (+12.1%)sfespectively. Small Cap and

Equity

500 and Russell 1000 indices posting returns of
Cap indices outperformed large cap. Small Cap, as

Digging deepér, there w. i rmance dispersion across the sectors. Cyclical Sectors performed
well with«Energy (+28.0°9 i %) and Industrials (+20.0%) leading the charge higher.
Healthoare (-2:8%), Real Esta Consumer Staples (+5.0%) were the lagging sectors. This
divergence showsyinvestors’ appetite shifted from 2015, when defensive and yield oriented sectors were the
best performing segments of the S&P 500. In 2016, investors shifted towards sectors tied to economic growth
(Energy and Industri may benefit from deregulation (Financials).

Fixed Income

(+1.0%) for the year, although this sector was impacted particularly hard in period after the U.S. Election as
the Federal Reserve increased interest rate. The 4™ quarter return of (-3.8%) was amongst the worst 3 month
return in Treasuries in quite some time. Government bonds will likely not provide the safe haven status
previously counted on by investors going forward given the Trump Administration’s pledges on
spending/stimulus and the populist tone of the campaign. Credit outperformed Treasuries for the year, with
(+5.6%), although it too gave back significant performance in the 4™ quarter (-3.0%). High yield posted
impressive gains, as worries in the Energy sector that significantly impacted the market in 2015 gave way to
optimism that defaults would not be nearly as extreme as anticipated. High Yield not only posted a strong
return for the year (+17.1%) but unlike other areas of fixed income, was also positive in the 4™ quarter

-8-
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(+1.8%). Volatility entered the fixed income markets significantly in the back half of the year. High Yield
held steady in the face of rising interest rates as higher quality and more liquid segments of the market lost
value.

International Developed

e  Weak year in Developed Markets (U.S. dollar returns)

e Eurozone and United Kingdom slightly negative for the year
e Japan and Far East positive performers

e Equity valuations in developed markets appear relatively cheaper than the U.S.
e Low returns in fixed income in 2015 and expected through 2016

Europe muddled through another year in 2016 and seemed to neve ite hit its stride even as growth

the summer and fall and the effects of the decision to leave t
Unlike the U.S., equity valuations appear a little more att
investors will shift their focus from U.S. to Europe
positive, albeit relatively tepid performance in U.S. dollar te

uropean Union may take years to be realized.
1ve in Europe and there may be a likelihood that
ities. In‘k most developed markets posted

Fixed income markets in Europe and Japan are largely centered ‘on 'government bonds, with corporate and
asset-backed issuance making up a fraction &overall markets.“Global Treasuries returned (+1.6%) in
2016, although 4™ quarter was particularly unkind withya (-8.5%) return, Much of the negative performance
can be attributed to market responses to the interest rate‘increases in the U'S.] the relative strength of the U.S.

dollar, and the return to risk taking across most markets
Emerging Markets A‘ ’
e Solid year in Emerging Markets (U.S. dollar returns)
e Major rebound from performance in 2015 >
e Brazil, Russia, and Th i
e Mexico

e Emerging ecent performance losses with strong calendar year
e Nofend in sight for i 0 risks remain elevated

markets stocks and'bonds. The bread emerging markets index returned (+11.2%) for the year. Of the markets
tracked by Morgan Index (“MSCI”), Brazil (+66.8%), Russia (+55.5%) and Thailand
(+19.6%) posted the
the broader markets an ity of its large country peers. Performance of the bond markets of emerging
markets was encouraging. th hard currency and local currency bond posted solid years in performance.
Hard currency bonds, which are predominately issued in U.S. dollar, returned (+10.2%) in 2016. Local
currency bonds, which are more susceptible to risk-off periods and capital flight, returned (+9.9%) for the

year.

Commodities

e Rebounded from one worst years on record for commodities
e Little expectation for a full recovery in commodity prices in the near term

Commodity indices posted positive performance in 2016, with the broad Bloomberg Commodity Index up
(+11.8%). Industrial metals (iron ore, zinc, nickel, aluminum, and copper) all posted strong performance for

-9-

Master Page # 259 of 455 - Audit Committee Meeting 1/22/2018



the year. Also reversing recent history with a rebound in performance were oil and natural gas. Precious
metals, consistent with a risk-on attitude from investors, lagged the overall commodity market and the other
main sectors.

CONTACT INFORMATION

This financial report is designed to provide a general overview of the Long Island Rail Road Company for
Additional Pensions’ finances. Questions concerning any data provided in this report or requests for
additional information should be directed to the Controller, Long Island Rail Road, 146-01 Archer Avenue,
Jamaica, New York 11435-4380.

-10 -
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

STATEMENTS OF PLAN NET POSITION
AS OF DECEMBER 31, 2016 AND 2015
(Amounts in thousands)

2015
ASSETS:
Cash $ 9,466
Investments:
Investments measured at fair value level 168,213
Investments measured at NAV 551,937
Total investments 720,150
Receivables:
Participant and union contributions 27
Accrued interest and dividends 348 232
Additional Plan receivable due from MTA Defined fit PI 6,185 | -
Total receivables 6,519 259
Total assets \ 777,794 729,875
LIABILITIES: ‘
Due to broker for securities purchased 577 3,677
Total liabilities 577 3,677
PLAN NET POSITION RESTRI D FOR PENSI $777,217 $ 726,198

See notes to financial st men

O\
Y

-11 -
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

STATEMENTS OF CHANGES IN PLAN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(Amounts in thousands)

2015
ADDITIONS:
Investment income:
Net realized and unrealized gains or (losses) $ (920)
Interest income 1,378
Dividend income 6,661
Total investment income ’ 63,723 7,119
Less investment expenses (5,484) (6,592)
Total Net investment income ‘ 58,239 527
Contributions: ’
Employer 81,079 100,000
Non-Employer 70,000 -
Participant and union 905 1,108
Total contribution g 151,984 101,108
)
Total 210,223 101,635
DEDU%NS:
Benefits paid, to participan 158,593 157,071
Administrative .expenses 717 678
Other (106) 540
Total deducti 159,204 158,289
NET INCREASE/(DECREASE) 51,019 (56,654)
PLAN NET POSITION
RESTRICTED FOR PENSIONS
Beginning of year 726,198 782,852
End of year $777,217 $ 726,198

See notes to financial statements.

-12 -
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(Dollars in thousands)

1. PLAN DESCRIPTION

The Long Island Rail Road Company Plan for Additional Pensions (the
benefit plan administered by the Board of Pension Managers. The fo
Additional Plan is provided for general information purposes only
Additional Plan document for more complete information.

itional Plan”) is a defined
ing brief description of the
ipants should refer to the

29

d €Company (the mpany”’) adopted two

sland Rail Road Company,Pension Plan (the

loyees hited before January 1,51988. Effective
of cr;kervice time and determination of
lan benefits were frozen as of that date by

to that date are provided under the
“@c_ for accruals on and after January 1, 1989. The

General—Effective July 1, 1971, The Long Island Rail
fully integrated defined benefit pension plans, The Lo
“Plan”) and the Additional Plan. These plans cover
January 1, 1989, the Plan was amended to limit t
average earnings through December 31, 1988. All pensi
virtue of a Plan amendment. All benefit accruals subseque
Additional Plan, which was amended to
Additional Plan benefits are now the total
the two plans reduced by any portion of benefits that,a participant re
benefits. The total benefits payable to participants have not.been cha

not include any amounts related to the Plan, as.all Plan ass*

Benefit Pension Plan, ebeer 2,200
tal plans and, accordingly, are not subject to

Both of the Company’s pension plans are govern
funding and other fequirements of the Employee Retirement Income Security Act of 1974 (“ERISA”).

it that would havebeen paid previously from the sum of
ceiv;d from the frozen pension plan

d. These financial statements do
ansferred into the MTA Defined

prise the Metropolitan Transportation Authority’s
is governed by the Board of Pension Managers (the “Board”). The

objectives‘of the Trust as well as the allowable investments permitted under the Trust. Under the
Investment Guidelines, the Trustee is permitted to invest in commingled funds on behalf of the Master
Trust.

The total asset alloca f the 2016 Master Trust is 83.48% for the Metropolitan Transportation
Authority Defined Benefit Pension Plan and 16.52% for the Long Island Rail Road Company Plan for
Additional Pensions for the year ended December 31, 2016.

The total asset allocation of the 2015 Master Trust is 82.71% for the Metropolitan Transportation

Authority Defined Benefit Pension Plan and 17.29% for the Long Island Rail Road Company Plan for
Additional Pensions for the year ended December 31, 2015.

-13 -
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Pension Benefits—All full-time employees who were hired before January 1, 1988, are eligible for
Additional Plan membership. At January 1, 2016 and 2015, the most recent valuation dates, the
Additional Plan’s membership consisted of the following:

2016 2015
Active plan members 216 282
Retirees and beneficiaries receiving benefits 5,900 5,985
Vested formerly active members not yet receiving benefits 38 53

Total 6,154 6,320

An employee who retires under the Additional Plan, either: (a) at least 20 years of
credited service, or (b) after both attaining age 65 while in_setvic g at least five years of
credited service, or in the case of those who were activ ployees on January 1, 1988, after completing

at least 10 years of credited service, is entitled to an annual retirement benefit, payable monthly for life.
ly after ?’aining age 50, or(b) only after

Payments commence to an employee referred to i
attaining age 65.

Benefit and contribution provisions, which are based on the point.in time at which participants last
entered qualifying service and their lengmedited service, are established by, and may only be
amended by the Company, subject to the obligations of the Company under its collective bargaining
agreements. The Company’s Board of Directors must approve all am ents. The Additional Plan has

both contributory and non-contributory requirements, with réticcment ages varying from 50 to 65
sefvice. PW@neﬁts payable to age 65, where

depending upon a participant’s length of credit

eligible, are calculated aﬁmployee’s licable final'average earnings for each year of
qualifying service up 40 25 yearsplus 1.5% of applicable final average earnings for each year of
qualifying service ift excess of 25 years. For pension benefits payable at and after age 65, regardless of
whether benefits comme after the employee attained age 65, benefits are calculated in the
same manner as pension be i age 65 except that the amount so determined is

(not including any supplemental annuity) value at

The reduction of pension unts payable under the Federal Railroad Retirement Act is as
follows:

(1) 25% for a
(il)) 50% for an
(iii)) 100% for any ee first employed on or after July 1, 1974

Beginning in 1999, for 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 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
Additional Plan).

For participants, the Additional Plan has both non-contributory and contributory requirements.
Participants who entered qualifying service before July 1, 1978, are not required to contribute.

- 14 -
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Participants who entered qualifying service on or after July 1, 1978, are required to contribute 3% of
their wages to the Additional Plan. The Company contributes additional amounts based on actuarially
determined amounts that are designed to accumulate sufficient assets to pay benefits when due.

Death and Disability Benefits—Participants who become disabled after accumulating 10 years of
credited service and who meet the requirements as described in the Additional Plan 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 full amount of benefit under the Federal
Railroad Retirement Act.

Survivorship benefits are paid to the participant’s spouse when a surviv
an active participant has not divested his or her spouse of benefits. T
the time of death or when the vested participant would have attai

option is elected or when

urvivorship benefit is payable at
igible age. The amount

n $5,000 is payable upon

death on behalf of a non-vested participant or vested participant rights were waived.

Basis of Accounting—The Additional Plan’s financi txt*epared on the aecrual basis of
accounting under which deductions are recorded when the liability is incurred and revenues are
recognized in the accounting period in which they are earned. Benefits and refunds are recognized when
due and payable in accordance with the s of the Plan. Contributions from members are recorded
when the employer makes payroll deducti om plan members. Employer contributions are
recognized when due in accordance with the terms of.the Plan. Additions'to the Plan consist of
contributions (member and employer) and netinvestmentincome. Inﬁment purchases and sales are

recorded as of trade date. y
an adheres o accounting principles generally

For financial reporting p@ Additional
accepted in the United States of America. The Additional Plan applies all applicable pronouncements of

The Additio giment No. 67, Financial Reporting for Pension Plans.
The Statem reporting requirements for pension plans. Significant
requiregments include i lation of total and net pension liability. It also includes
co?reehensive footnote ing the pension liability, the sensitivity of the net pension
liability to'the discount rat d investment activity disclosures. The total pension liability,

determined imaccordance with GASB Statement No. 67, is presented in Note 6 and in the Required
Supplementary Information.
New Accounting Adopted — The Additional Plan adopted GASB Statement No. 82, Pension
Issues: An Amend ASB Satements No. 67, No. 68 and No. 73. GASB Statement No.82
requires the Plan to address certain issues that have been raised with respect to Statements No. 67,
Financial Reporting for Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and
Statement No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are Not
within the Scope of GASB Statement No. 68, and Amendments to Certain Provisions of GASB
Statements Nos. 67 and 68. Specifically, this Statement addresses issues regarding (1) the presentation
of payroll-related measures in required supplementary information, (2) the selection of assumptions and
the treatment of deviations from the guidance in an Actuarial Standard of Practice for financial reporting
purposes, and (3) the classification of payments made by employers to satisfy employee (plan member)
contribution requirements. There was no material impact on The Additional Plan’s financial statements
as a result of the implementation of GASB 82.
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Recent Accounting Pronouncements—

MTA Pension Plan
GASB Required Year of
Statement No. GASB Accounting Standard Adoption

73 Accounting and Financial Reporting for Pensions and Related

Assets That Are Not within the Scope of GASB Satement 68, and

Amendments to Certain Provisions of GASB Satements.67 and

68 2017
84 Fiduciary Activities 2018
85 Omnibus 2017 2018

Use of Management’s Estimates—The preparatio inancialgtatements in conformitywith
accounting principles generally accepted in the U es of Ma requires management to make
estimates and assumptions that affect the reported amou ass liabilities and disclosure of
contingent assets and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates #Estimates include fair market value of investments, the annual
required contribution and the Net Pensio&l»ity.

Payment of Benefits—Benefits are recorded when paid. ,
Investment and Administrati ent awistrative expenses are paid by the
Additional Plan assets a in the accompanying financial statements.

Income Tax Status—The Addltlo 1 Plan is designed.te satisty the applicable requirements for
of the Internal Revenue Code. Accordingly, the Additional

ions of ERISA.

Plan is tax-e

members of the Board and mvestmerit managers, in the course of investing the assets of the Trust. The
1nvestrnents of 'the Trust w111 be made for the exclusive benefit of the Plan partlclpants and their

Board has adopted the asset allocation policy outlined below. The actual asset allocation will be
reviewed on, at least, a quarterly basis and will be readjusted when an asset class weighting is outside its
target range. The following was the MTA Defined Benefit Pension Plan Board adopted asset allocation
policy as at December 31, 2016.
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Target Target Range

Asset Class Allocation (%) (%) Policy Benchmark

Equities 29.0 24-34

Domestic Large Cap 10.0 5-15 S&P 500

Domestic Small Cap 5.5 2-10 Russell 2000

International Developed

Markets Equities 10.0 5-15 MSCI EAFE

Emerging Markets Equities 3.5 2-6 MSCI Emerging Markets

Fixed Income 15.0 9-21 Manager Specific

% World Equity/
0% Citigroup WGBI unhedged

Global Asset Allocation* 20.0 15-33

Opportunistic Investments 6.0 Manager Specific
Absolute Return 15.0 anager Specific
Real Assets 5.0 nager Specific
Real Estate 3.0 g anager Specific
Private Equity 7.0 Manager, Specific
Total 100.0 x

* The Global Asset Allocation managers wilkinvest across numerousJiquid asset
classes including: stocks, bonds, commo IPS and REITs.

Investment Objective —The investment objective of the funds isﬁchieve consistent positive real
returns and to maximize long-term total return, withifi pruv s of risk through a combination of

income and capital appreci

Investment Guidelines — The Board of Pension Managers executes investment management
agreements with professional i inve ent management _firms to manage the assets of the Plan. The fund
managers must adhere to ave been established to limit exposure to risk.

All Securiti

leverall capital stru ermissible ranges for eligible asset classes of the Trust are
detailed within the Invest i tement. Full discretion, within the parameters of the guidelines

described herein and in any individual investment policy associated with that allocation, is granted to the
investment managers regardmg the asset allocatlon the selection of securltles and the timing of
transactions. It i
commingled fun

in some cases (likely equity and fixed income mandates) separate account
vehicles may be uti or separate accounts, individual manager guidelines and/or exemptions are
specified in each approved investment management agreement (“IMA”). Should there be conflicts, the
individual manager guidelines set forth in the IMA supersede the general guidelines in the Investment
Policy Statement. For commingled funds, investment guidelines and/or exemptions are specified in such
vehicle’s offering documents. Should there be conflicts, the individual vehicle’s investment guidelines
supersede the general guidelines in the Investment Policy Statement.
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Individual investment manager benchmarks and performance requirements are specified within the
Investment Policy Statement. Performance of the Trust will be evaluated on a regular basis. Evaluation
will include the degree to which performance results meet the goals and objectives as herewith set forth.
Toward that end, the following standards will be used in evaluating investment performance:

1. The compliance of each investment manager with the guidelines as expressed herein, and
2. The extent to which the total rate of return performance of the Trust achieves or exceeds the
targeted goals.

inverse floating rate bonds,
urities, invest in private
oil, gas and mineral exploration
e fixed-income portion of the
curities. The following are

Fixed Income Managers—Investment managers may not purchase
structured notes, commodities, securities on margin, sell short, |
placements (other than 144A Privates), real estate investments, a
investments without the written consent of the Board of Man
Additional Plan’s assets shall be invested in marketable, fi
acceptable:

e Domestic fixed income investments are permitte bject to the guidelines reflected in Investment
Policy Statement. Yankee bonds, which are d enominated foreign securitiesymtay be held by
each domestic manager in proportions which €ac ger shall. deem appropriate.

o International fixed income securities are permitted, subject to the guidelines reflected in Investment
Policy Statement. Generally deﬁnemitigroup World'Government Bond Index represents the
opportunity set for international de d, markets. The J'P."Morgan Emerging Markets Bond
Index-Global represents the opportunity set forpinternational ging markets denominated in
USD. The J.P. Morgan GBI-EM Global Diversified, Index pepresents the opportunity set for
international emerging markets denominated<in | ency. These index references are
guidelines and do no it.investment in ¢ those indexes.

¢ Investment managers are responsible for making an independent analysis of the credit worthiness of
securities and their suitability as investments regardless of the classifications provided by rating
agencies.

e Thedaverage i te sensitivity) of an actively managed fixed income portfolio shall
’s duration.

e For domestic fixed income portfolios, individual manager account for the securities of an individual
issuer, excepting the U.S. government and U.S. government agencies, shall not constitute more than
5% at mar any tim

e For internation:
governmental iss

portfolios, individual manager account for the securities of any non-
shall not constitute more than 5% at market at any time.

Equity Investment Managers—The equities investment managers may not purchase commodities,
securities on margin, sell short, lend securities, invest in private placements, real estate investments, oil,
gas and mineral exploration investments, and nominally public issues without the written consent of the
Board of Managers. The manager may purchase Rule 144A securities provided such securities are
judged by the manager to be liquid and don’t in the aggregate exceed 10% of the market value of the
portfolio. The manager shall also be able to purchase securities if such securities are convertible into
publicly traded equities.
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¢ Domestic equity investments are permitted, subject to the guidelines. American Depository Receipts
(ADRs), which are dollar denominated foreign securities traded on the domestic U.S. stock
exchanges (e.g., Reuters, Nestle, Sony) may be held by each domestic stock manager in proportions
which each manager shall deem appropriate.

e International equities are permitted, subject to the guidelines. Generally defined, the Morgan Stanley
EAFE (Europe, Australasia and the Far East) Index represents the opportunity set for international
developed markets. The Morgan Stanley Emerging Markets Free Index represents the opportunity
set for international emerging markets. These index references are guidelines and do not prohibit
investment in securities outside those indexes.

e The equity specialists may vary equity commitment fro to 100% of assets under

management.

¢ Individual manager account may hold no more than 8% at . e manager’s benchmark

Overlay Managers

e For a variety of reasons, the investment program m
year. In order to achieve the actuarial assumed returns ‘on the total investment program, the Board
may retain a futures overlay manaﬂe overlay manager shall use exchange traded futures
contracts to expose the cash to the long- target asset allocation.

e In addition, the overlay manager may be

a) Expose un-invested assets of domest i
respective equiﬂ(s through t
b) Assist the Board in rebalancing, transitions, and/or gaining exposure to approved asset classes,

c) Provide the'market (or “beta”) exposures in a portable alpha program.
d) nsure that all futures positions are fully collateralized and the
i portion of the portfolio.
Aite)ntive Invest
Alternative investments ar orized into the following categories:
Opportunistic

Real assets
Real estate
Absolute return
Private equity

Common features of alternative investments are limited liquidity, the use of derivatives, leverage and
shorting, lower regulatory oversight, limited transparency, and high fees. Compensating for these risks,
these investments offer the potential of diversification and/or higher rates of return over time
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Derivatives Policy
Where appropriate, investment managers may use derivative securities for the following reasons:

e Hedging. To the extent that the portfolio is exposed to clearly defined risks and there are derivative
contracts that can be used to reduce those risks, the investment managers are permitted to use such
derivatives for hedging purposes, including cross-hedging of currency exposures.

e Creation of Market Exposures. Investment managers are permitted to use derivatives to replicate the
risk/return profile of an asset or asset class provided that the guidelines for the investment manager
allow for such exposures to be created with the underlying assets t

ent managers charged with
ies and/or asset classes are

e Management of Country and Asset Allocation Exposure
tactically changing the exposure of their portfolio to di
permitted to use derivative contracts for these purposes

e Additional uses of derivatives shall be appro
investment guidelines or the offering docum
those specific investment managers.

by the Board or set forth in the individual
ior to implementation and shallsbe restricted to

Ineligible Investments (Separately Managed Accounts) —Unless specifically approved by the Board
or set forth in the individual investmemlines, certain securities, strategies and investments are

ineligible for inclusion within separately aged.accounts. Among thesesare:
Lettered, legend or othe
Commodities &

s*ities J sued under Rule 144a,
Short sales, and,

Direct investraents in, pri lacements, real \estate, oil and gas and venture capital, or funds
comprised thereof.

Privately-placed or other non-marketable ‘debt, except

lower costs which can be associated with these funds) may, from time to time, allow investment in
such funds: The Board recognizes that it cannot give specific policy directives to a fund whose

are appropriate.

=  The Additional Plan requires that any exceptions taken to investment policy and guideline
statements be submitted in writing pending approval by the Board of Managers. The Board must
explicitly authorize each exception in writing. Failure to notify the Board and obtain written
authorization will result in the investing manager being liable for any corresponding loss to the
investment fund.

=  The index fund manager has the Board’s approval to utilize securities lending and futures contracts

(for the specific reason of equalizing cash deposits with Lehman Aggregate futures contracts) in
the management of the index fund.
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e  The domestic equity manager who has the Board’s approval to invest in collective investment
vehicles may invest more than 7.5% of the assets subject to such manager’s discretionary in
collective investment vehicles of any one issuer.

e  The fixed income manager who has the Board’s approval to invest in collective investment
vehicles may invest more than 5% of the assets subject to such manager’s discretionary authority in
collective investment vehicles of any issuer.

Investment Valuation—Investments primarily include money market equity securities, United
States government securities, corporate bonds and debentures, asset¢backed*securities, mortgage and
commercial backed securities, mutual and commingled funds. investments are registered with
securities held by the trustee under a grantor trust, in the nam ditional Plan. The values of
Additional Plan investments are adjusted to fair value as of the y of each month based on
quoted market prices, except for certain cash equivalents, which ar nd approximate market
value. Purchases and sales of securities are recorded on de-date basis.

Income Recognition—Gains or losses from investment acti recognized on a trade date basis.
Such investment gains or losses are determined using the average cost method. Dividend income is
recorded on the ex-dividend date and inteist income is recorded on the accrual basis.

Risks and Uncertamtles— The Plan’s 1nvestment are exposed to ous risks, such as interest rate,
ertai Vestment securities and level of
, it is possible that changes in risks in
lan s financial statements.

of investments.‘Fhie Plan utilizes asset allocation strategies that are
er time in accordance with investment objectives and with
acceptable le

In year 2015, the LI iti GASB Statement No. 72 (“GASB 72”), Fair Value Measurement
and lication. GASB i dress accounting and financial reporting issues related to fair
value measurements.
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Investments measured by fair value level

Quoted Price in

Active Markets for Significant Other Significant
December 31, Identical Assets Observable Inputs  Unobservable Inputs
2016 Level 1 Level 2 Level 3
Equity Securities:
Separate account large-cap equity funds $ 44,286,188 § 44.286,188 § - $ -
Separate account small-cap equity funds 67,442,576 67,442,576 - -
Separate acount real estate investment trust 6,816,345 6,816,345 - -
Total equity investments 118,545,109 118,545,109 - -
Debt Securities
Separate account debt funds 33,280,888 - -
Total debt investments 33,280,888 - -
Total investments by fair value level $151,825,997 § 118,545,109 33,280,888 § -
Investments measured at the net asset value (NAV)
December 31, nded Redemption

2016 mitments Frequency Notice Period
Equity Securities:
Comingled large cap equity funds $ 19,600,494 § None
Comingled international equity funds 717,705,257 - aily None
Comingled emerging market equity funds 20,362,075 - Daily, monthly None
Total equity investments measured at the NAV 7,667,826 -
Debt Securities ‘
Comingled debt funds 64,951,970 - Daily, monthly, quarterly None
Mutual funds 9,093,971 - Dail None
Total debt investments measured at the NAV
Absolute return:
Directional ‘ Monthly 3-60 days
Direct lending 2,051,667 Bi-annually 60 plus days
Distressed securities - Not eligible N/A
Credit long ' - Quarterly 3-30 days
Credit long/short - Quarterly 3-60 days
Equity long/s - Quarterly 3-60 days
Event drivén 16,908,024 374,553 Quarterly, Bi-annually 60-120 days
Globaldnacro 16,776,423 - Monthly 3-30 days
‘(\}M tactical asset allocati - Daily, monthly 3-30 days
arket neutral 30,449 - Quarterly 3-60 days
Multistrategy 21,023,003 - Quarterly 3-60 days
Risk parity 65,567,885 - Monthly 3-30 days
Structured credit 3,535,366 - Not eligible N/A
Total absolute return me 257,683,415 2,426,220
Private equity - private equi 42,739,171 36,311,877 Not eligible N/A
Real assets
Comingled commodities fu 19,404,300 - Not eligible N/A
Comingled real estate funds 75,080,555 - Not eligible N/A
Energy 8,855,215 5,544,109 Not eligible N/A
Infrastructure 2,739,805 3,618,661 Not eligible N/A
Total real assets measured at the NAV 106,079,875 9,162,770
Short term investments measured at the NAV 20,157,242 -
Total investments measured at the NAV 618,373,470 $ 47,900,867
Total investments measured at fair value $ 618,373,470
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Investments measured by fair value level

Quoted Price in

Active Markets for Significant Other Significant
December 31, Identical Assets Observable Inputs  Unobservable Inputs
2015 Level 1 Level 2 Level 3
Equity Securities:
Separate account large-cap equity funds $ 60,588,679 $ 60,588,679 $ - $ -
Separate account small-cap equity funds 65,833,177 65,833,177 - -
Total equity investments 126,421,856 126,421,856 - -
Debt Securities
Separate account debt funds 41,790,996 - 41,790,996 -
Total debt investments 41,790,996 - 1,790,996 -
Total investments by fair value level $ 168,212,852 § 126,421,856, ,790,996 §$ -
Investments measured at the net asset value (NAYV)
December 31, Redemption Redemption
2015 Frequency Notice Period
Equity Securities:
Comingled large cap equity funds 64,379,929 Dail None
Comingled emerging market equity funds 19,182,836 - Daily, monthly None
Total equity investments measured at the NAV &,562,765 -
Debt Securities
Comingled debt funds 58,831,574 - Daily, monthly, quarterly None
Total debt investments measured at the NAV 58,831,574 - 7
Absolute return:
Directional Monthly 3-60 days
Direct lending ‘ 5,365,338 Bi-annually 60 plus days
Credit long - Quarterly 3-30 days
Credit long/short . - Quarterly 3-60 days
Equity long/short - Quarterly 3-60 days
Event driven 392,155 Quarterly, Bi-annually 60-120 days
Global macr - Monthly 3-30 days
Global taetical as - Daily, monthly 3-30 days
Market'neutral - Quarterly 3-60 days
Mtrategy 8,229,940 - Quarterly 3-60 days
isk parity 81,470,531 - Monthly 3-30 days
Total absolute retutn measured at the NAV 259,637,050 5,757,493
Private equity - privatéequity partnerships 36,744,163 14,881,627 Not eligible N/A
Real assets
Comingled commodit 16,468,969 - Not eligible N/A
Comingled real estate fun 66,676,860 - Not eligible N/A
Energy 6,214,143 10,102,396 Not eligible N/A
Infrastructure 1,827,034 4,609,713  Not eligible N/A
Total real assets measured at the NAV 91,187,006 14,712,109
Short term investments measured at the NAV 21,954,938 -
Total investments measured at the NAV 551,917,496 § 35,351,229
Total investments measured at fair value $ 551,917,496
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Concentration of Credit Risk—Individual investments held by the Additional Plan that represent 5% or
more of the Additional Plan’s net assets available for benefits at December 31, 2016 and 2015, are as

follows:
(Amounts in thousands)
Investments at fair value as determined by

quoted market prices:
JPMCB Strategic Property Fund

Credit Risk—The quality ratings of investments in fixed income se
recognized statistical rating organizations at December 31, 2016

(Amount in thousands)
2016
Quality Rating—S&P Fair Value

AAA $ 11,3
AA 3,580
A 12,504
BBB 29,382
BB “627
B 1,464
ccc 1,941
cc 300
C 1
Not rated A 26,

Total credit risk debt securities 115,06

U.S. Government bonds”

Total Fixed Incom $ 161,018

December 31,

d“lncome

Portfolio

7.0 0
24

7.77
18.25
10.95
7.12

1.21 r
19

71.46

28.54

100.00 %

r securities not
rated —equity,
international funds and

foreign corporate bonds 609,181

Total investment $ 770,199

*

2016

54,877

2015

$50,637

ies as described by nationally

Percentage of
Fixed Income

Fair Value Portfolio
$ 24,725 13.13 %
13,000 6.90
15,286 8.12
38,023 20.19
13,963 7.42
14,148 7.51

1,648 0.88

- 0.00

- 0.00

13,740 7.30

134,533 71.45

53,751 28.55

$ 188,284 100.00 %

531,866
$ 720,150

U.S. Treasury Bonds, Notes and Treasury-inflation protected securities are obligations of the U.S.

government or explicitly guaranteed by the U.S. government and therefore not considered to have a

credit risk.

Custodial Credit Risk—Deposits are exposed to custodial credit risk if they are uninsured and
uncollateralized. Custodial credit risk is the risk that, in the event of a failure of the counterparty, the
Additional Plan will not be able to recover the value of its investment or collateral securities that are in
the possession of an outside party. Investment securities are exposed to custodial credit risk if the
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securities are uninsured, are not registered in the name of the Additional Plan and are held by either the
counterparty or the counterparty’s trust department or agent but not in the Additional Plan’s name.

Consistent with the Additional Plan’s trust custodial administration agreement, the investments are held
by the Additional Plan’s custodian and registered in the Additional Plan’s name.

Interest Rate Risk—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 LO0-basis point change in
interest rates.

The lengths of investment maturities (in years), as of December 3 and 2015 are as follows:

(Amounts in thousands) 2015
Investment Type F Valu Fair Value Duration
4
Chase $ 33,79 11.54 $241,791 11.46
Wellington Emerging Debt 9,440 5.55 14,019 5.06
Bridgewater All Weather Fund 9,127 9.00 28,336 7.87
Wellington Opportunistic 259 1.91 7,488 1.69
Bridgewater Alpha 430 (3.54) 12,221 4.36
Bridgewater Market Limited \ 1,808 1.40 1,581 6.84
Northern Trust William Capital 1,657 - 1,731 -
Park Square Capital Credit Opportunities 6,628 .54 2,949 0.61
Libremax Partners Fund 1,088 ’;.02 - -
Gramercy Distressed Opportunistic Fund (0.48) - -

Makuria Credit Fund s 1.05 - -

Crescent Capital High IQ 5, 2.61 4,494 2.64

Fit Tree Value Fund 20 522

Wellington GlobalManaged Risk . 10,420 6.70 16,270 6.77

Wellington Trust Collecti
Fund and Diversified In 4 4,626 0.88 2,157 7.56

Allianz Str 18,295 0.25 17,315 0.13

GAM Unc 34,459 0.25 33,828 0.93
C?;on Value 4,265 1.90 3,582 2.40
otal fixed income $161,017 $188,284
Portfolio modified duration 4.60 5.47
Investments wi dur
reported 609,182 531,866
Total investments $770,199 $720,150

Foreign Currency Risk—Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of an investment or a deposit. Each investment manager, through the purchase of
units in a commingled investment trust fund or international equity mutual fund establishes investments
in international equities. The Additional Plan also holds investments in American Depository Receipts
(“ADRs”), which are not included in the below schedule since they are denominated in US dollars and
accounted for at fair market value.
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The Additional Plan’s foreign currency exposures as December 31, 2016 and 2015 are follows (amounts

in U.S. dollars, in

Foreign Currency

Euro
British Pound (Sterling)
Japanese Yen

Franc (Swiss)

Dollar (Hong Kong)
Australian Dollar

Sri Lankan Rupee

Krona (Swedish)

Brazil Cruzeiro Real
Chilean Peso

Dollar (Canadian)

Krone (Danish)

Mexican New Peso

China (Yuan Renminbi)
Czech Koruna

Egyptian Pound

Hungary (Forint)

South Korean Won
Indian Rupee

Indonesia Rupiah

Israel (Shekel)
Malaysian (Ringgit)
Philippines Peso

Dollar (New Zealand)
Krone (Norwegian)

Thai Bhat

Polish (New Zloty)
Russian Federation Ruble
Singapore Dollar
Argentina Peso
Colombian Peso
South Africa Rand
Dollar (Taiwan, New)
Turkish Lira

Kenyan Shilling
Uruguayan Pesos
Peru Sol
Bangladesh (T;
Botswana P

Omanian
Pakistani Rupe:
Qatar Riyal
Mauritius (Rupee
Morocco Dirham
Nigerian Naira
Jordanian Dinar
Romanian Leu
Kuwait Dinar
Tunisian Dinar
Geogian Lari

Saudi Riyal
Other

Totals
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December 31,

2016 2015
$ 22,928 $15,046
19,371 14,312
8,032 6,474
2,278 1,715
2,929 972
11,553 10,025
68 67
888 1,404
2,078 1,530
269 692
5,190 6,309
352 762
1,072 8,220
2,037 1,899
(273)

121

138

1,942

4,556 2,537
2,99 2,633
18 425
784 853
308 341
829 (385)
@a77) 635
1,025 849
271 565
525 1,253
249 273
72 97
568 1,352
1,132 906
4,929 3,694
266 278
159 151

- 136
406 479
77 60
19 23

1 1

74 63

7 9
295 273
74 64
564 452
141 141
140 67
76 64
132 147
71 73
69 371
154 124
27 29
305 292
83 69
1,002 2,084
$104,273 $92,830
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Additional Information—The Additional Plan is part of the MTA Master Trust of which the
Additional Plan participates on a percentage basis. JP Morgan Chase is the trustee of the MTA Master
Trust. The percentage of the Additional Plan ownership for the years ended December 31, 2016 and
2015, were 16.52% and 17.29%, respectively. The Master Trust invests in commingled funds whereby
various invested funds are invested in funds, which have readily determinable fair market values.

December 31, 2016 December 31, 2015
Master Trust Additional Master Trust Additional
Total Plan Total Plan

Total Investments:

Investments measured at fair value level $ 693,868 $114,59
Investments measured at the NAV 3,411,910

791,775 $ 136,898
2,896,954 500,883

Total investments $4,105,778 $3,688,729 $637,781

al ecem*l, 2016 and 2015 were as follows

‘ 2016 2015

Total pension liability $1,526,304 $1,562,251
Fiduciary net position 77,217 726,198

Net pension Iiability‘

Fiduciary net position as a percentage of t
total pension liabili

4. NET PENSION LIABILITY

The components of the net pension liability of th
(in thousands):

$ 749,087 $ 836,053

50.92 % 46.48 %

Covered

M pension liabilit

covered payroll

$ 18,216 $ 25,712

4,112.20 % 3,251.65 %

Actuarial Methods and Ass
determined by i
pension liability to

ptions—The total pension liability as of December 31, 2016 was
ation date of January 1, 2016, that was updated to roll forward the total
tive year-end. Actuarial valuations are performed annually as of January 1.

Discount Rate—The discount rate used to measure the total liability as of December 31, 2016 and 2015
was 7%. The projection of cash flows used to determine the discount rate assumed that plan
contributions will be made in accordance with the Employer funding policy as projected by the Plan’s
actuary. Based on those assumptions, the Plan’s fiduciary net position was projected to be available to
make all projected future benefit payments of current and inactive plan members. Therefore, the long-
term expected rate of return on pension plan investments was applied to all projected benefit payments
to determine the total pension liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate—The following presents the
net pension liability of the Plan, calculated using the discount rate of 7.00%; as well as what the Plan’s
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net pension would be if it were calculated using a discount rate that is 1-percentage point lower (6.00%)
or 1-percentage point higher (8.00%) than the current rate:

1% Current 1%
2016 Decrease Discount Rate Increase
(In thousands) 6.00%0 7.00%0 8.00%
Net pension liability $871,350 $749,087 $642,973

1% 1%
2015 Decrease Increase
(In thousands) 6.00%0 8.00%0
Net pension liability $963,427 $725,673

Additional information of the latest actuarial valuatio

Valuation date January 1, 2016

Valuation timing Actuarially determined contributions ca ctuarially determined contributions calculated
as of December 31, for the fiscal year an as of December 31, for the fiscal year and
discounted to July 1 to reflect monthly discounted to July 1 to reflect monthly
payments throu the year. xyments throughout the year.

Actuarial cost method Entry age normal. Entry,age normal.

Amortization method Period specified in c Period specified in current valuation report

-year period beginning January 1,

ith level dollar payments.

ial value equals market value less

5-year recognized gains/losses over a 5-year

iod. Gains/losses are period. Gains/losses are based on market

ssets. value of assets.

erience of all M embers Based on experience of all MTA members

reflecting mortality improvement on a reflecting mortality improvement on a

generati | basis using Scale ' generational basis using Scale AA

1, 2015

2016) with level dollar payments.
Actuarial asset valuation method Actuarial value equals
unrecognized gains/loss

Mortality

Actuarial assumptions:
Investment rate of return
Projected salary increases
Inflation/Railro

wage base

7.0%, net of investment expenses
3.0%

2.5%; 3.5%
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Calculation on Money-Weighted Rate of Return—The money-weighted rate of return considers
the changing amounts actually invested during a period and weights the amount of pension plan
investments by the proportion of time they are available to earn a return during that period. External
cash flows are determined on a monthly basis and are assumed to occur at the middle of each month.
External cash inflows are netted with external cash outflows, resulting in a net external cash flow in
each month. The money-weighted rate of return is calculated net of investment expenses.

2016 - Schedule of Calculations of Money-Weighted Rate of Return

(Amounts in thousands) Net External
Net External Periods Period Cash Flows
Cash Flows Invested eight With Interest

Beginning value—January 1, 2016 $726,198 $785,100
Monthly net external cash flows:
January (7,008) (7,576)
February (7,529)
March (7,477)
April (7,430)
May (6,478)
June (6,433)
July 66,390
August (6,353)
September (6,309)
October . . (6,270)
November (6,149) 2.00 0.17 (6,231)
December ‘ (6,149) 1:00 0.08 (6,187)
Ending Value—December 31, 2016 $772,217 r $777,217
Money—Weighted Rate of Return 8.

2015 - Schedule of Calculation! !’ Money-Weig

(Amounts in thotisands)

d Rate of Return

o Net External
Net External Periods Period Cash Flows
ash Flows Invested Weight With Interest

Beginnin 1, 20 $782,852 12.00 1.00 $783,398
Monthly net external OWS:
i:ary (3,383) 11.50 0.96 (3,386)
bruary (3,383) 10.50 0.88 (3,386)
March (3,383) 9.50 0.79 (3,385)
April (3,383) 8.50 0.71 (3,385)
May (3,383) 7.50 0.63 (3,385)
June (3,383) 6.50 0.54 (3,385)
July (3,383) 5.50 0.46 (3,385)
August (3,383) 4.50 0.38 (3,384)
September (3,383) 3.50 0.29 (3,384)
October (3,383) 2.50 0.21 (3,384)
November (10,248) 1.50 0.13 (10,249)
December (13,098) 0.50 0.04 (13,103)
Ending Value—December 31, 2015 $725,671 $726,198
Money—Weighted Rate of Return 0.07 %
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Calculation on Long-Term Expected Rate of Return—The best-estimate range for the long-term
expected rate of return is determined by adding expected inflation to expected long-term real returns and
reflecting expected volatility and correlation. The capital market assumptions are per Milliman’s
investment consulting practice as of December 31, 2016 and 2015.

SCHEDULE OF LONG TERM EXPECTED RATE OF RETURN FOR 2016

Target Real Rate
Asset Class Index Allocation* of Return
US Core Fixed Income Barclays Aggregate 10.00% 1.67%
US High Yield Bonds BAML High Yield 5.04%
Global Bonds Citi WGBI 0.28%
Emerging Markets Bonds JPM EMBI Plus 3.78%
US Large Caps S&P 500 4.80%
US Small Caps Russell 2000 6.06%
Global Equity MSCIACWINR 10.00% 5.49%
Foreigh Developed Equity MSCI EAFE NR % 10.00% 6.06%
Emerging Markets Equity MSCIEM NR 3.50% 8.39%
Global REITS FTSE EPRA/NAREIT Develo, 5.00% 5.77%
Private Real Estate Property NCREIF Property .00% 3.64%
Private Equity Cambridge Private Equity 8.99%
Hedge Funds - MultiStrategy HFRI: Fund Wtd Composite 3.45%
Assumed Inflation - Mean 2.50%
Assumed Inflation - Standard Deviation ‘ 1.85%
Portfolio Normal Mean Return 7.03%
Portfolio Standard Deviation 11.54%
Long-Term Expected Rate of Return selected by MTA 7.00%
* Based on March 2014 InvestmentFA
SCHEDULE OF LONG T EXPE D RATE OF R RN FOR 2015

Target Real Rate

Asset Class Allocation* of Return
US Core Figed Income 10.00% 2.11%
US Hi eld Bonds 8.00% 4.32%
Gl ds 10.00% 0.82%
Emerging Market Bonds 3.00% 5.17%
US Large Caps S&P 500 10.00% 5.09%
US Small Caps Russell 2000 5.50% 6.26%
Global Equity MSCIACWINR 10.00% 5.67%
Foreigh Developed Equity MSCI EAFE NR 10.00% 6.06%
Emerging Market Equity MSCIEM NR 3.50% 8.21%
Global REITS FTSE EPRA/NAREIT Developed 5.00% 5.98%
Private Real Estate Property NCREIF Property 3.00% 3.84%
Private Equity Cambridge Private Equity 7.00% 9.17%
Hedge Funds - MultiStrategy HFRI: Fund Wtd Composite 15.00% 4.20%
Assumed Inflation - Mean 2.50%
Assumed Inflation - Standard Deviation 1.89%
Portfolio Arithmetic Mean Return 7.31%
Portfolio Standard Deviation 11.67%
Long-Term Expected Rate of Return selected by MTA 7.00%

* Based on March 2014 Investment Policy
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CONTRIBUTIONS

Employer contributions are actuarially determined on an annual basis and are recognized when due. The
Additional Plan is a governmental plan and accordingly, is not subject to the funding and other
requirements of ERISA.

Upon termination of employment before retirement, vested participants who have been required to
contribute must choose to: (1) receive a refund of their own contributions, including accumulated
interest at rates established by the Company’s Board of Managers of Pensions (1.5% in 2016 and 2015),
or (2) leave their contributions in the Additional Plan until they retire and become entitled to the pension
benefits. Non-vested participants who have been required to contribute eive a refund of their own
contributions, including accumulated interest at rates established by ompany’s Board of Managers
of Pensions (1.5% in 2016 and 2015).

The Company performs a public service of providing essential ortation between New
York City and Long Island. Substantial deficits result fromi providing these s es and the Company
ture. Funding for the'Additional Plan by the
ed fundssfrom New York State; federal grants,

i MA is made to'the Company on a

t dditional Plan has been, and

the sale of bonds to the public and other sources.
discretionary basis. The continuance of the Company’s
will continue to be, dependent upon the receipt of adequate funds.

ACTUARIAL METHODS AND ASSIMONS

A. ACTUARIAL VALUATION METHO
The Entry Age No od was used termin%al costs and the unfunded actuarial
accrued liability. Cost equals the present value of future employer normal
contributions divided by the'average future working lifetime factor. This factor equals the present
value of future compensation or service dividedbyscurrent compensation or the member count

if benefits are pay-related, and weighted by the present value
B. }SSET VAL
T

he Asset Valuation
assetvaluation method'is as follows:

V4

es gains and losses over a 5-year period. The formula for the

Ac Value of Assets = MV — 0.8*UR; — 0.6*UR> — 0.4*UR3 — 0.2*UR4
Where
MV, = Market Value of assets as of the valuation date.

UR, = Unexpected return during the nth year preceding the valuation date. The unexpected
return for a year equals the total investment return minus the total expected return. The total
expected return equals the market value of assets at the beginning of the year plus the
weighted net cash flow during the year multiplied by the expected rate of return.

The resulting value cannot be less than 80% or greater than 120% of the market value of assets.
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ACTUARIAL ASSUMPTIONS
Interest—7.00% per annum, compounded annually, net of investment expenses.
Salary Scale—Salaries are assumed to increase 3.00% per year.

Valuation Compensation—The valuation compensation (e.g. for 2016) is equal to the annualized
base salary as of December 31, 2015 projected 6 months at the assumed rate of salary increase.

Overtime/Unused Vacation Pay—Earnings in each year increased
employees to account for overtime and by 20% in the year prior to
in the year prior to termination (other than retirement) for non-r
for unused vacation pay.

65% for represented
ed retirement and by 10%
sented employees to account

Railroad Retirement Wage Base—3.50% per year.

Consumer Price Index—2.50% per year.

re added to the normal cost.
e year’s reporsted administrate

Provision for Expenses—Estimated admini xXpense
Administrative expenses are based on the average pri
expenses and are assumed payable in the middle of the plan year.

Termination—Withdrawal rates VMC. Illustrative ratesiare shown below:
Age Rate r Age Rate
20 2.12 % y 45 0.96 %
25 1.6 50 0.80
30 144 55 0.60
35 1.36 p 60 0.00
) 65 0.00

ent age varies by year of eligibility.

Rate of Retirement

First year 40 %
Years 33
Year 5 37
Years 6— 35
Years 8-9 33
Years 10-1 55
Years 16 and above 100

Mortality—Pre-Termination—RP-2000 Employee Mortality Table for Males and Females with
blue-collar adjustments, projected on generational basis using Scale AA.

Post-Termination—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, both projected on a generational basis using Scale AA.
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Marriage—80% of employees are assumed to be married with wives 3 years younger than
husbands.

Interest on Employee Contributions—Assumed to be 3.5% per year for future years.

Tier 1 Railroad Offset—The Tier 1 Railroad offset, which is designed similar to a Social Security
Benefit, was estimated by assuming that an individual would continue to earn compensation at the
level in effect at his date of termination until eligibility for Railroad Benefits and further increased
by 2% per year from the date of termination to age 65.

Participant Data—Retirement benefits are based on information
of the valuation date. For inactive participants, offsets for Rail
estimated and assumed to occur at the member’s age 65.

ed in the JP Morgan file as
Retirement benefits ate

Retroactive Wage Adjustments—Based on recalculations complet
benefits were determined based on year of retireme
2013 retirements, 8% for 2014 retirements and 1
applied to liabilities represented members pro
adjustment. Additional liabilities equal to the'ac
payments as of the valuation date were also includ

the MTA, adjustments to
jor to 2013, 5% for
for 2015 retirements. These adjustments were

by the MTA who received a retroactive wage
lated amount of estimated tetroactive

Benefits Not Valued—Since the nmof active plan patticipants are at or close to retirement
eligibility, the disability benefit has n explicitly valued.

D. CHANGES IN ACTUARIAL ASSUMPTIONS

The provision for tWatlve expe was mowequal an average of the prior three
years.

PLAN TERMINATION

2

While the Co itional Plan indefinitely, it may, subject to its collective
bargaining ate the Additional Plan at any time. In the event of
termination, all parti e fully vested to the extent of their then accrued benefits based on
the}impensation and e of termination. The net assets of the Additional Plan will

On July 26, 2006, th Board passed a resolution to transfer the responsibilities for the
administration of the Additional Plan to the MTA Defined Benefit Pension Plan (“MTA DB”) with no
changes in the pension and death benefits and appeal rights provided by the Additional Plan. The trust
agreement under the Additional Plan was replaced by the MTA Master Trust Agreement, which allows
for the commingling of pension assets for investment purposes under the management of the MTA DB’s
Board of Managers of Pensions. The Additional Plan and Trust Agreements were amended in September
2006 and all Plan assets were commingled into the MTA Master Trust for investment purposes, effective
October 2, 2006.
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10.

CUSTODIAL AND OTHER PROFESSIONAL SERVICES

JP Morgan Chase Bank is the custodian of plan assets and also provides cash receipt and disbursement
services to the Additional Plan. New England Pension Consultants reviews the Additional Plan’s
portfolio, the investment policies as stipulated by the Investment Committee and the performance of the
Investment Managers. Actuarial services were provided to the Additional Plan by Milliman Inc.

SUBSEQUENT EVENTS

As of January 22, 2018, there were no materially significant events.

k ok ok ok ok ok
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF CHANGES IN THE EMPLOYERS’ NET PENSION LIABILITY AND

RELATED RATIOS
FOR THE YEARS ENDED DECEMBER 31
(In thousands)

SCHEDULE 1

Total pension liability:
Service cost
Interest
Changes of benefit terms
Differences between expected and actual experience
Changes of assumptions
Benefit payments and withdrawals

Net change in total pension liability
Total pension liability—beginning
Total pension liability—ending (a)

Plan fiduciary net position:
Employer contributions
Non-Employer contributions
Member contributions
Net investment income

Benefit payments and withdraw:
Administrative expenses

Plan fiduciary net
Employer’, t pension liability—

Plan fiduciary net position as a perce
the total pension‘liability

Covered-employee pay

Employer's net pension liabili percentage of

covered-employee payroll

In accordance with GASB No. 67, paragraph 50, such information was not readily

available for periods prior to 2014.

2016 2015 2014

3,441 $ 3,813

106,987 110,036

6,735 -

57,071) (156,974)

(39,908) (43,125)

1,602,159 1,645,284

1,526,304 1,562,251 1,602,159

81 100,000 407,513

70, - -

4 1,108 1,304

,239 527 21,231

158,593) (157,071) (156,974)

(611) (1,218) (975)

o 51,019 (56,654) 272,099

726,198 782,852 510,753

777,217 726,198 782,852

$ 749,087 836,053 $ 819,307
50.92 % 46.48 % 48.86 %

$ 18,216 25,712 $ 29,334
4,112.20 % 3,251.65 % 2,793.05 %
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THE LONG ISLAND RAIL ROAD COMPANY PLAN SCHEDULE 11
FOR ADDITIONAL PENSIONS

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS

FOR THE YEARS ENDED DECEMBER 31

(In thousands)

Year Actuarially Actual Contribution Contribution

Ending Determined Employer Deficiency Covered as a % of
December 31 Contribution Contribution (Excess) Payroll Covered Payroll
2007 100,907 100,907 107.35 %
2008 100,337 100,337 123.98 %
2009 108,677 108,677 149.45 %
2010 107,249 107,249 164.50 %
2011 108,980 108,285 211.66 %
2012 116,011 116,011 / 289.79 %
2013 119,325 199,336 603.26 %
2014 112,513 407,513 (29 1,389.22 %
2015 82,382 (17,618 25,712 388.93 %
2016 83,183 (67,917) 18,216 829.48 %

N\
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THE LONG ISLAND RAIL ROAD COMPANY PLAN
FOR ADDITIONAL PENSIONS

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS

SCHEDULE 11

Note to Schedule 1I:

The more significant actuarial assumptions and methods used in the calculation of employer contributions to the Plan for

the years ended December 31, 2016 , 2015 and 2014, are as follows:

Valuation Dates January 1, 2016

Actuarial cost method Entry Age Cost Method

Amortization method Period specified in current valuation report
(closed 17-year period from January 1, 2016)
with level dollar payments.

Actuarial asset valuation method Actuarial value equals market value less unrecognize[d.
gains/losses over a 5-year period. Gains/losses are
based on market value of assets.
Interest rate Net rate of 7.0% for 2016, per annum,
net of investment expenses

Inflation 2.5% per annum

Railroad retirement wage base 3.5% per year

Mortality Based on experience of a
mortality improvement on ge
using Scale AA

embers reflecting
al basis

Separations other than
for normal retirement

Rates of normal retirement

Salary increases
Overtime o for represented
by 20% in the
year prior to assul by 10% in the year
prior to termination afiretirement) for
non-represented emplyees to account for unused
vacation pay. | 4

Provision for expenses The provision for administrative expenses was

modified to equal an average of the prior three years.

January 1, 201

|¢$4:

Entry Agle

less unrecognized
ins/losses are

Tables based on recent experience

Tables based on recent experience. Rates vary
by age, years of service at retirement.

3.0% per year

Earnings in each year increased by 65% for represented
employees to account for overtime and by 20% in the
year prior to assumed retirement and by 10% in the year
prior to termination (other than retirement) for
non-represented emplyees to account for unused
vacation pay.

$650,000 is added to the normal cost to account for

administrative expenses paid by plan assets
throughout the year.
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iod specified in current valuation report
(closed 19-year period from January 1, 2014)
with level dollar payments.

Actuarial value equals market value less unrecognized
gains/losses over a 5-year period. Gains/losses are
based on market value of assets.

Net rate of 7.0% for 2014, per annum,
net of investment expenses

2.5% per annum
3.5% per year

Based on experience of all LIRR members reflecting
mortality improvement on generational basis
using Scale AA

Tables based on recent experience

Tables based on recent experience. Rates vary
by age, years of service at retirement.

3.0% per year

Earnings in each year increased by 65% for represented
employees to account for overtime and by 20% in the
year prior to assumed retirement and by 10% in the year
prior to termination (other than retirement) for
non-represented emplyees to account for unused
vacation pay.

$500,000 is added to the normal cost to account for
administrative expenses paid by plan assets
throughout the year.



THE LONG ISLAND RAIL ROAD COMPANY PLAN SCHEDULE 111
FOR ADDITIONAL PENSIONS

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF INVESTMENT RETURNS
FOR THE YEARS ENDED DECEMBER 31

The following table displays annual money-weighted rate of return, of
investment expense.

Year
Ended
December 31

Net
Money-Weighted
Rate of Return

2007 N/A
2008 N/A
2009 y N/A
2010 N/A
2011 \ N/A
2012 \ N/A
2013 N/A
2014

2015

’ 3.73 %
0.07 %
8.11 %

ch information was not readily

7

2016
In accordance with GASB\No. 67, hragraph 50,

available for periods p 201

£
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INDEPENDENT AUDITORS’ REPORT

To the Board of Administration of
The Manhattan and Bronx Surface Transit Operating Authority Pension Plan:

Report on the Financial Statements

anhattan and Bronx Surface
6 and 2015, and the related
ted notes to the financial
ial statements as listed in the table of

N

We have audited the accompanying statements of plan net position of
Transit Operating Authority Pension Plan (the “Plan”) as of Decemb
statements of changes in plan net position for the years then ende
statements, which collectively comprise the Plan’s basic fin
contents.

Management’s Responsibility for the Financial Stat

Management is responsible for the preparation and fair presentaw)n of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and mainten of internal cont evant to the preparation and fair
presentation of financial statements that ar om material m ment, whether due to fraud or
error.

Auditors’ Responsibility

y

Our responsibility is to pinion on these financial statements based on our audits. We
conducted our audits i th auditing standards generally accepted in the United States of

about whether the financia free from material misstatement.

r considers internal control relevant to the Plan’s preparation
ents in order to design audit procedures that are appropriate in
e purpose of expressing an opinion on the effectiveness of the Plan’s
ye express no such opinion. An audit also includes evaluating the
made by management, 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.

-1-
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Opinion

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

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of Americ
Discussion and Analysis on pages 3 through 9 and the Changes in the
and Related Ratios-Schedule I on page 52; Employer Contributions
pages 53—54; and the Investment Returns-Schedule III on page 5
financial statements. Such information, although not a part of' t
the Governmental Accounting Standards Board who consi
reporting for placing the basic financial statements in a
context. We have applied certain limited procedur the required supplementary ation in
accordance with auditing standards generally accepted i Unlt%es of America, which consisted
of inquiries of management about the methods of preparingsthe information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during o d1t of the basic fin statements. We do not express an
opinion or provide any assurance on the in because the 1 procedures do not provide us
with sufficient evidence to express an opinion or provide,any assurance.

January 22, 2018 Q Y

hat the Management’s
loyers’ Net Pension Liability
to Schedule-Schedule II on
e pres to supplement the basic
as1c financial statements, is required by
to be an essential part of financial
propriate operational, economic, or historical

.
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

This management’s discussion and analysis of The Manhattan and Bronx Surface Transit Operating
Authority Pension Plan (the “Plan”) financial performance provides an overview of the Plan’s financial
activities for the years ended December 31, 2016 and 2015. It is meant to assist the reader in
understanding the Plan’s financial statements by providing an overall review of the financial activities
during the two years and the effects of significant changes, as well as a comparison with the prior years’
activity and results. This discussion and analysis may contain opinions, assumptions, or conclusions by
MTA management that should not be considered a replacement for and is intended to be read in
conjunction with the plan’s financial statements which begin on page 11. -

Overview of Basic Financial Statements

n to the Plan’s financial

The following discussion and analysis is intended to serve as ntro
statements. The basic financial statements are:

e The Statements of Plan Net Position — presents th
It provides information about the nature and amo f resourees with present servi pacity that
the Plan presently controls (assets), consumption<f n ets by the Plan that is appli% to a future
reporting period (deferred outflow of resources), present ebligations.to sacrifice résources that the
Plan has little or no discretion to avoid (liabilities), and acquisition of net assets by the Plan that is

applicable to a future reporting periods(deferred inflow o rces) with the difference between
assets/deferred outflow of resources an ilities/deferred in

resources being reported as net
position. Investments are shown at fair value. Allother assets a ilities are determined on an
accrual basis.

ancial position of the Planyat fiscal year end.

e The Statements of Cha in Plan Net Pos presents the results of activities during the year.

ted cash flows. In that regard, changes in the fair
values of investmen ivity as net appreciation (depreciation) in fair

value of investments.

Board (“GA
Related Ratios,

e Schedule of Changes in the Employer’s Net Pension Liability and
mployer Contributions, and Schedule of Investment returns.

The accompanying financial statements of the Plan are presented in conformity with accounting
principles generally accepted in the United States of America as prescribed by the GASB.

_3-
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

CONDENSED FINANCIAL INFORMATION AND ANALYSIS
FINANCIAL ANALYSIS

Plan Net Position
As of December 31, 2016, 2015, and 2014
(Dollars in thousands)

Fiease / Decrease
201 5 2015-2014

2016 2015 2014 $ % $ %

Cash and investments $ 2,526,557 $ 2,263,535 $§ 2,249,053 3,022 6% $ 14,482 0.6 %

Receivables and other assets 39,441 40,789 1,348) (58,108) (58.8)%

Total assets $ 2,565,998 $ 2,304,324 § 2,34 $ 261,674 114 (43,626) (1.9)%
Payable for investment )

securities purchased 2,348 1,762 586 333 % (54,101) (96.8)%

Other liabilities 7,915 10,247 26,794 (2,332)  (22.8)% (16,547) (61.8)%

(14.5)% (70,648) (85.5)%

11.5% $ 27,022 1.2%

Total liabilities 10,263 ,009 82,657 ,746)
Plan net position restricted
for pensions $ 2,555,735 § 2,292,315 8§ 2;265293 § 263,

December 31, 2016 versus

Cash and investments , 2016, were $2,526.6 million, an increase of $263.0 million or
11.6% from 2015. This in i result of inves
payments and expenses.

December 31, 2015 ver: December 31, 2014

Cash and investments at December 31, 2015, were $2,263.5 million, an increase of $14.5 million or 0.6%
from 2014. This increase is the result of investment activity and plan contributions net of benefit payments
and expenses.

Receivables and other assets less plan liabilities at December 31, 2015 increased by $12.5 million or 77.2%
from 2014. This increase was due primarily to a decrease of $58 million in receivables from investments,

4.
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

offset by decreases in payable for investment securities purchased and other liabilities of $70.6 million in
2015.

The plan net position held in trust for pension benefits increased $27 million or 1.2% in 2015 as a result of
the changes noted above.

Changes in Plan Net Position
For the Years Ended December 31, 2016, 2015 and 2014

(Dollars in thousands) A

Increase / Decrease

01 2015-2014
2016 2015 2014 $ $ %
Additions:
Net investment income $ 212,260 $ (24,163) $ 105,0 236,423 978. $ (129,247)  (123.0)%
Transfers and contributions 239,169 231,202 24 4 7,967 34 (10,632) 4.4)%
Total net additions 451,429 207,039 3 8 Y,s% 118.0 % (1V)) (40.3)%
Deductions:
Benefit payments 187,823 179,928 175,447 $ 7,895 4.4% $ 4,481 2.6 %
Administrative expenses 186 89 73 97 109.0% 16 21.9 %
Total deductions 188,009 lh 175,520 2 4.4% 4,497 2.6 %
Net increase 263,420 27,022 171,398 874.8 % (144,376) (84.2)%
Plan net position ‘
restricted for pensions:
Beginning of year 2,265,293 ,093,895 27,022 1.2% 171,398 8.2 %
End of year 2,292,315 $ 65,293 §$ 263,420 11.5% $ 27,022 1.2 %

Administrative expenses increased by $0.097 million or 109.0% over 2015. This increase was due to
recognition of Plan Trustee fees as part of administration expenses offset by a reduction of audit expenses
reimbursed to the Plan for years 2014 and 2015 respectively. Starting in 2014, Plan annual audit expenses
are paid by the MTA Headquarters and no longer by the Plan.
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

December 31, 2015 versus December 31, 2014

Net investment income decreased by $129.2 million or 123% in 2015 due to net investment losses of
$24.2 million in 2015 versus net gains of $105.1 million in 2014.

Contributions decreased by $10.6 million or 4.4% in 2015 compared to 2014, as a result of the Actuarial
Determined Contributions (“ADC”) for 2015.

Benefit payments increased by $4.5 million or 2.6% over the prior yew a continuing trend of
increase in the number of retirees.

Administrative expenses increased by $.016 million or 21.9% over 20 is increase was due to an
increase in fees for various services provided to the plan.
Economic Factors

Market Overview and Outlook — 2016

Despite investors entering the year with a myriad of concerns; such as soft economic growth in the United
States (“U.S.”) and China, elevated valuations in nearly ev arket and asset class, and rising
geopolitical tensions, performance proved to ust and resilient almost all major markets. After
a weak 2015 appetite for risk was hearty as equitiesiecontinued to ma t higher in the U.S., Japan,
and Emerging Markets and returns were strong ‘in the riskieér,corners of fixed income in investment grade,
high yield, and emerging markets bonds. ‘

Market performance was a rather benign macro enyironment, albeit with some transitory
complications. In 2015, ening Chinese economy, resulting in commodity
markets continuing their i nd volatility rising.across the equity and fixed income markets.
Emerging markets, particu tered on commodities where demand is tied to Chinese growth,
experienced sharp declines in 20154 As the calendar flipped from 2015 to 2016, these concerns dissipated
and emerging@markets rallied significantly off their 2015 lows. Europe was again in the headlines, this

S ading into 2016. The December raise came weeks after Donald Trump’s
election to the Preside ich fueled a strong equities market push in the 4™ quarter behind
expectations for regula orm, repeal of the Affordable Care Act, and a re-writing of the U.S. Tax
Code. How realistic these expectations are will play out in 2017 and 2018 ahead of the mid-term election
cycle will remain to be seen.

Macro Themes

e Tepid global growth continuing

e Central Bank policy divergence, U.S. tightening while Europe and Japan eases
e  China reforms; turmoil in emerging markets and commodities

e High valuations and increasing leverage
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

The macro picture was framed by tepid global growth in 2016, with the likelihood that below average
economic performance would continue into 2017 and 2018. Developed markets look to remain lukewarm
, with Gross Domestic Product (“GDP”’) growth struggling to break through the (+3.0%) level globally
and perhaps likely to fall short in the U.S., Europe, or Japan in 2017 or 2018 according to both the
International Monetary Fund (“IMF”) and World Bank. Inflation remains subdued across the developed
markets while currency depreciation in emerging markets have led to spikes in inflation. The U.S. is in an
environment where short-term interest rates will likely rise over the next two years; Europe and Japan are
in a decidedly different place. Weak demand and low inflation in Europe and Japan have led to further
central bank intervention and easing. The continued European Central %er\/ention in credit and
bond markets may lead to problems down the road. In emerging markets, central banks have moved to
increase interest rates in order to tame both inflation and capital s. The slower pace of U.S.
interest rate increases has continued to result in a U.S. dollar weakening ‘a bit from highs in 2015 and
2016, potentially easing some strain on the U.S. manufacturing.and exporting

—t

Europe continues to be impacted by high levels of p debt, fractious politics and low economic
growth. Like emerging markets, a significant portion of Europe’s export engine is tied to (]r se demand
and growth. Lower growth in China will place presSures urop& particular net exporters, such as
Germany. Debt levels have not yet moderated post-financial crisis‘and flare-ups in periphery countries,
such as in Greece, Portugal, Italy, and Spain, are likely to continue as growth remains challenged and
reforms and austerity lose support. Banks will continue their del ing cycle should new rules (Basel
IIT) on risk capital are implemented. In J;p&ere banks are in r health, high public debt, low
growth, a weakening regional economic picture, and aging demograph ill challenge the government
in delivering their growth and inflation targets.

pact of capit‘ff flows due to the U.S. interest rate
merging markets, Brazil, Russia, India and China,
razﬂ faces high inflation, high interest rates, low
n. China, in attempting to shift from being
faces significant pressures to meet its growth
target of (+7.0%).per year and w111 face a significant leadership election in late 2017. Russia remains
1mpacted from and economic sanctions. Finally, India seems to continually
d implementing the structural reforms necessary to unleash its

Emerging markets posted soli s in 2016 as
increases were much low ted. The mai

ers from the 2008 financial crisis appearing to fully dissipate. The better
e Federal Reserve enough leeway to raise interest rates in December,
ent bond markets.

economic picture pro
causing a sell-off in gove

Equity

e Surprising and solid year for stocks

e  Valuations stretched

¢ Risk Indulging — Small Cap outperformed Large Cap; Cyclicals outperformed Defensives;
e Value leads growth on Bank sector performance
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

e Barring significant developments, equity markets set for another low-return year

Large Cap stocks were strongly positive, with the S&P 500 and Russell 1000 indices posting returns of
(+12.0%) and (+12.1%), respectively. Small Cap and Mid Cap indices outperformed large cap. Small
Cap, as measured by the Russell 2000 Index, returned (+21.3%). The Russell Mid Cap Index lagged bust
still managed to post a (+13.8%) return.

performed well with Energy (+28.0%), Financials (+22.7%) and Industria .0%) leading the charge
higher. Healthcare (-2.8%), Real Estate (+3.2%), and Consumer Staples (45.0%) were the lagging sectors.
This divergence shows investors’ appetite shifted from 2015, when défensive and yield oriented sectors
were the best performing segments of the S&P 500. In 2016, i ors d towards sectors tied to
economic growth (Energy and Industrials) or those that may be ﬁ om der ion (Financials).

Digging deeper, there was significant performance dispersion across thi sectors. Cyclical Sectors

Fixed Income
The return of an appetite for risk was also evident wi the U. leed Income mar Treasurles
returned (+1.0%) for the year, although this sector wds 1 ed part larly hard in perio fter the U.S.
Election as the Federal Reserve increased interest rate. The'4™ quagter return of (-3.8%)#vas amongst the
worst 3 month return in Treasuries in quite some time. Government bonds will likely not provide the safe
haven status previously counted on by investors going forward gi e Trump Administration’s pledges
on spending/stimulus and the populist toneumpaign. Credit rformed Treasuries for the year,
with (+5.6%), although it too gave back significant performance in
posted impressive gains, as worries in the Energy sector that significantly impacted the market in 2015
gave way to optimism that defaults would not b extreme nticipated. High Yield not only
posted a strong return for the +17.1%) but other areas of fixed income, was also positive in
come markets significantly in the back half of the
t rates as higher quality and more liquid segments

year. High Yield held st
of the market lost value.

t year in 2016 and seemed to never quite hit its stride even as growth
projections continued ove. In U.S. dollars, Europe and United Kingdom equities posted negative
performance in 2016. of the negative performance as due to currency movements, as both the Euro
and Sterling depreciated’against the U.S. dollar in 2016. Brexit led to a historical decline in the Sterling
through the summer and fall and the effects of the decision to leave the European Union may take years to
be realized. Unlike the U.S., equity valuations appear a little more attractive in Europe and there may be a
likelihood that investors will shift their focus from U.S. to European Equities. In Asia, most developed
markets posted positive performance, albeit relatively tepid performance in U.S. dollar terms.

Fixed income markets in Europe and Japan are largely centered on government bonds, with corporate and
asset-backed issuance making up a fraction of the overall markets. Global Treasuries returned (+1.6%) in
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Manhattan and Bronx Surface Transit Operating Authority
Pension Plan

Management’s Discussion and Analysis
As of and For the Years Ended December 31, 2016 and 2015 (Unaudited)

2016, although 4™ quarter was particularly unkind with a (-8.5%) return. Much of the negative
performance can be attributed to market responses to the interest rate increases in the U.S., the relative
strength of the U.S. dollar, and the return to risk taking across most markets.

Emerging Markets

e Solid year in Emerging Markets (U.S. dollar returns)

e Major rebound from performance in 2015

e Brazil, Russia, and Thailand posted big years A

e Mexico and Turkey worst performers

e Emerging Market Bonds reversed recent performance losses with strong calendar year

e No end in sight for volatility and macro risks remain eleva

CI”), Brazil (+66.8%), Russia (+55.5%) and

Thailand (+19.6%) posted the strongest gains. China/w otablzkard for the year, Vts (+1.1%)
gain trailing the broader markets and the majority of its co peers. Performance of the bond
markets of emerging markets was encouraging. Both hard curtency and local currency bond posted solid

years in performance. Hard currency bonds, which are predominately issued in U.S. dollar, returned
(+10.2%) in 2016. Local currency bonds, w e more susceptib isk-off periods and capital flight,
returned (+9.9%) for the year.

markets tracked by Morgan Stanley Country Index (

Commodities

e Rebounded from one
e Little expectation very in commodity prices4n the near term

Commodity indices pos ith the broad Bloomberg Commodity Index
up (+11.8%). Industrial i , zinc, aluminum, and copper) all posted strong
performance for the year. Also reversing recent history with a rebound in performance were oil and
natural gas. Pre istent with“a risk-on attitude from investors, lagged the overall

to provide a general overview of the Manhattan and Bronx Surface
ension Plan’s finances. Questions concerning any data provided in this
additional information should be directed to the Comptroller, Metropolitan
Broadway, 16" Floor, New York, NY 10004.

report or requests
Transportation Autho

% sk ok ok ok sk
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MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

STATEMENTS OF PLAN NET POSITION
AS OF DECEMBER 31, 2016 AND 2015
(In thousands)

2016 2015
ASSETS:
Cash $. 10,431 $ 4,884
Receivables:

Investment securities sold 995 927
Interest and dividends 949 1,614
Employee loans \ 7,497 38,248
Total receivables . 40,789

Investments (Notes 2 and 3):
Investments measured at fair value level 343,501 524,352
Investments measured by net asset value 2,172,625 1,734,299
Total investments ‘ 2,516,126 2,258,651
Total assets ,565,998 2,304,324

LIABILITIES:

Accounts payable 1,469 1,357
Payable for investment sec chased 2,348 1,762
1,342 1,578
benefits (PRDB) payabl 1,492 893
ers Contribution (AMC) payable 3,612 6,419
10,263 12,009

4

y $2,555,735  $2.292315

See notes to fi ial statements.

y
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MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

STATEMENTS OF CHANGES IN PLAN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015
(In thousands)

2016 2015
ADDITIONS:
Contributions (Note 4): %
Employee contributions $ 472 $ 16,321
Employer contributions 220,697 214,881
Total contributions \ 231,202
>
\ 8,071

Investment income:
Interest income
Dividend income
Net appreciation/(depreciation) in fair value of investme

19,28 18,336
224,671 (22,885)
Total investment income 249916 3,522
Less investment expenses ‘ 37,656 27,685
Net investment income/(loss) 212,260 (24,163)
Total additions 451,429 207,039
DEDUCTIONS:
Benefit payments and wi als 187,823 179,928
Administrative expenses 186 89
1on: . 188,009 180,017
NET 263,420 27,022
PLAN NET ION REST ED FOR PENSIONS:
Beginning of year 2,292,315 2,265,293
End of year $2,555,735 $2,292,315

4

See notes to financial statements.
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MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

PLAN DESCRIPTION

Effective January 1, 1989, the Manhattan and Bronx Surface Transit Operating Authority (MaBSTOA)
adopted a defined benefit qualified pension plan known as the MaBSTOA Pension Plan (the “Plan”).
Prior to the adoption of the Plan, MaBSTOA pension benefits were fundedv pay-as-you-go basis.

The Plan is a single-employer public employee retirement syStem. MaBSTOA employees are
specifically excluded from the New York City Employees Retifement:System (NYCERS). Effective
January 1, 1999, in order to afford managerial and nonrepreSented Ma OA employees the same
pension rights as like title employees in the Transit Auth itx the MaBSTOA Plan is

optional.

The Board of Administration, established in 1963,
for retirement and death benefits. The Board is comp of five members: two repre
Transport Workers Union, Local 100 (TWU) and three employerrepresentatives.

Membership of the Plan consisted of the@llowing as of January b, 2016 and 2015, respectively, the date
of the latest actuarial valuation:

2016 2015

Active and inactive members 8,617 8,217
Retirees and beneficiari ently receiving bénefits 5,468 5,394
998 959

Vested formerly active membersinot yet receiving benefits

Total members 15,083 14,570

The Plan previdesitetirement, death, accident and disability benefits. The benefits provided by the Plan

with the requi;ements of his or her Tier.

Tier 4 )employees are and have been eligible for a post retirement death
June 2012, the Metropolitan Transportation Authority (“MTA”) Board
e MaBSTOA Plan to provide for incorporation of this benefit. As of
December 31, 2012, the Plan has estimated that $6 million is owed to beneficiaries of retirees who were
deceased prior toJanuarydl; 2013. As of December 31, 2016, the Plan has paid $7.1 million in post-
retirement benefits ‘and accrued an additional $2 million based on the updated valuation. The Plan
recorded $1.4 million'in liabilities in the Plan’s financial statements as of December 31, 2016 compared
to $0.893 million as of December 31, 2015.

Funding Policy—Contribution requirements of Plan members are established and may be amended only
by the MaBSTOA Board in accordance with Article 10.01 of the MaBSTOA Plan. MaBSTOA’s funding
policy for periodic employer contributions provides for actuarially determined amounts that are designed
to accumulate sufficient assets to pay benefits when due. It is MaBSTOA’s policy to fund, at a
minimum, the current year’s normal pension cost plus amortization of the unfunded actuarial accrued
liability.

The MaBSTOA Pension Plan includes the following retirement programs: (i) Tier 1 Age 50 and 20
Year, Age 55 and 1/100; (ii) Tier 2 Age 55 and 25 Year, Tier 2 Age 55 and 1/100; (iii) Tier 3 and Tier 4
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All Ti

Age 62 and 5 Year; (iv) Tier 6 Age 63 and 10 Year; (v.) Tier 4 and Tier 6 25 Year and Age 55; (vi)
Tier 4 25 Year Early Retirement; (vii) Tier 4 Age 57 and 5 Year, and (viii) the Year 2000 amendments,
which are all under the same terms and conditions as NYCERS.

The Plan may require mandatory employee contributions, depending on the date of entry into service.
Employees entering qualifying service on or before July 26, 1976, are non-contributing (Tiers 1 and 2).
Certain employees entering qualifying service on or after July 27, 1976, are required to contribute either
2% of their salary plus certain employees pay additional member contribution of 1.85% (Tiers 3 and 4).
See Note 4 for 2000 Plan amendments.

Individuals joining the MaBSTOA Pension Plan on or after April 1, 2012 are members of Tier 6.
Highlights of Tier 6 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 orfseparation from service.

er&es, whic

e The retirement age is 63 and includes early retiremen
by 6.5 percent for each year of retirement prior to a

uce pension allowances

e Vesting after 10 years of credited service; in
and Tier 4.

e Changes to the pension multiplier for calculating pension, benefits (excluding Transit Operating
Employees) for participants who retiteswith greater than 207years of credited service is 35% of FAS
for the first 20 years of credited service plus 2% times FA each year of credited service in
excess of 20.

e Adjustments to the Final Average Salary(FA
3 years to an averag final 5 years. Pe
inflation factor.

nged from an average of the final
e capped at $15,000 per year plus an

e Pension buyback ier 6 ata rate of 6% of t
5% compounded annually from theydate of servi

ges earned during the period of buyback, plus
until date of payment.

AN'PROVISIONS ELIGIBILITY AND BENEFITS

7

are not required for Tier 1 and Tier 2 members and vary for other
members. Details can be found in the following sections.

SUMMARY O Cl L
1. Type of PI The Plan is a contributory, defined benefit plan. Contributions

Effective Date of Plan lification ~ January 1, 1989.

Compensation The wages earned by the employee. Compensation is limited by
Section 401(a)(17) of the Code. This limit is $265,000 for 2015.

Credited Service Credited Service is credited full-time employment from date of
hire.

Pensioner Supplementations
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All Tiers

(a) 1998 Supplement

(b) 1999 Supplement

(c) 2000 Supplement

Eligibility: Date of retirement is prior to 1993 for all disability
pensioners and other pensioners who have attained (or will
attain) age 62 or who have attained (or will attain) age 55 and
have been retired for at least 10 years.

Benefit: Commencing with the payment for the month of
September 1998, the cost-of-living adjustment is applied to the
first $13,500 of the maximum retirement allowance, computed
without option modification. If not eligible by September 1998,
payment will commence first of theamonth following eligibility.

Eligibility: Date of retirement'is prior to 1994 for all disability
pensioners and other penSioners, who have attained (or will
attain) age 62 or who ﬁ attained(or will attain) age 55 and

Benefit: Com ing with the pay for the month of
September 1999, the cost-of-living adjust is applied to the
first $14,0
without option modificatien. If not eligible by September 1999,
payment will commenee first of the month following eligibility.

E!'ibility: Date of retire
followingieonditions is met:

t is prior to 1997 and one of the

o0 have been retired for at least

(iv)‘All recipients of an accidental death benefit who have been
in receipt of payments for at least 5 years.

fit: Commencing with the payment for the month of
%mber 2000, the cost-of-living adjustment is applied to the
first $18,000 of the maximum retirement allowance, computed
without option modification. The cost-of-living adjustment is
equal to the change in the CPI-U measured from year of
retirement through 1997 multiplied by 50% (greater percentages
exist if date of retirement is prior to 1968). If not eligible by
September 2000, payment will commence first of the month
following eligibility.
Surviving Spouse Eligibility: The surviving spouse of a deceased
retired member who chose any joint and survivor option.

Surviving Spouse Benefit: Commencing with the payment for the
month of September 2000, the benefit is equal to 50% of the
2000 supplementation which the pensioner would be receiving if
living.
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All Tiers

(d) Automatic Cost-of-Living
Adjustment (COLA)

6. Normal and Optional Forms of
Payment

7. Maximum Benefit
8. Changes in Plan Provisions Since
Prior Valuation

Eligibility: One of the following conditions is met:

(1) All disability pensioners who have been retired for at least
5 years,

(i1) Other pensioners who have attained (or will attain) age 62
and have been retired for at least 5 years,

(ii1) Other pensioners who have attained (or will attain) age 55
and have been retired for at least 10 years and

(iv) All recipients of an accidentalddeath benefit who have been
in receipt of payments for atdeast Styears.

Benefit: Commencing with ‘the. payment for the month of

September 2001 and continuing e September thereafter, the
COLA is applied to t ekﬁ&o

allowance, computed without option ication plus any prior

multiplied . The resulting percentage en rounded up
to the next higher 0xl% and shall not exceed 3.0% nor be less
than 1.0%. If not eligible by September 2001 or each September
thereafter, payment will cemmence first of the month following
eﬁbili‘cy.

Surviving Spouse Eligibility: rviving spouse of a deceased
retired member ose any;joint and survivor option.

Surviving he benefit is equal to 50% of the
automatic which the pensioner would be receiving
if living and commence in the month following the death of the

deceased membe

Theybasic benefits described in the following sections are payable
in the'form of a life annuity. Other options are 100% and 50%
contingent annuities with and without a popup feature, 5-year and
O-year certain and life annuities, and single life annuities with
Insurance feature.

Benefits payable under the optional forms are actuarially adjusted
to reflect the anticipated longer payment stream.

Maximum benefits payable conform to those legislated by the
Tax Reform Act of 1986. For 2015, the maximum benefit is
$210,000.

The military service location was removed as a requirement for
applying to purchase military service credit

The deadline for filing a Notice of Participation in the World
Trade Center Rescue, Recovery or Clean-Up Operations was
extended until September 11, 2018.
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Tier 1 Employees
Eligibility
Pensionable Compensation

(a) Compensation

(b) Final Compensation

(¢) Compensation Limit

Benefits

(a) Service Retirement

(b) Termination Benefit

(c) Or Death Benefi

V4

(d) Accidental Death Benefits

Members hired before July 1, 1973.

Greater of earned or earnable salary during the year prior to
retirement.

Highest average earnings over five consecutive years.

If hired after June 17, 1971, earnirgs in a“year are limited to 120%
of the preceding year.

Eligibility: Attain of age 50 and ¢ tion of 20 years of
credited service.

Benefit:
1.5% for service before March 1, 1962, plus
, 1962 to June 30, 1970, plus

2.0% for service from March

2.5% for service after June 3

The accumulated percentage ab up to a maximum of 50%, is
multiplied\by th Compensation. Once the accumulated
percentage re . percentage for each further year of

service reverts back to 1.5%. The percentage in excess of 50% is
e Final Compensation.

Benefit: The'Service Retirement Benefit with compensation and
service calculated as of the date of termination. The benefit is

deferred until age 50.
Ak Members
Eligibility: Completion of 6 months of credited service, but the

benefit described below requires completion of 20 years of credited
service.

Benefit: A lump sum equal to the present value of the retirement
benefit under the Return of Reserve option.

Terminated Vested Members

If a member dies before age 50, a lump sum equal to the present
value of the retirement benefit under the Return of Reserve option
is payable (Death Gamble).

Eligibility: Line of duty related death for World Trade Center
Presumption benefits and performance of duty for all other
Accidental Death benefits.

Benefit: The benefit equals 50% of Final Compensation.
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I. Tier 1 Employees

(e) Ordinary Disability Benefits

(f) Accidental Disability Benefits

4. Member Contributions

5. Changes in Plan Provisions Since
Prior Valuation

Eligibility: Completion of 10 years of credited service.

Benefit: The benefit equals the greater of the Service Retirement
percentages described (a) above or 25% multiplied by Final
Compensation. If eligible for a service retirement benefit, the
greater of this benefit and the Service Retirement benefit is payable.

Eligibility: Duty-related accident. Line of duty related accident for
World Trade Center Presumption benefits and performance of duty
for all other Accidental Disability be

e Final Compensation reduced
tion payments. If eligible for a
f this benefit and the Service

by 100% of any worker’s co
service retirement benefit, t
Retirement benefit is payal

None

None
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1.

2.

3.

Tier 2 Employees
Eligibility
Final Average Compensation

(a) Final 3-Year Average
Compensation:

(b) Final 5-Year Average
Compensation:

(¢) Compensation Limit:

Benefits

(a) Service Retirement

(b) Early Retirement

(¢) Termination Béne

(d) Or Death Benefit

(e) Accidental Death fit

(f) Ordinary Disability Benefits

Members hired on or after July 1, 1973, and before July 27, 1976.

Highest average earnings over three consecutive years.

Highest average earnings over five consecutive years.

Earnings in a year cannot exceedd120% of the average of the two
preceding years.

Eligibility: Attain

oftage 55 and ¢ tion of 25 years of
credited service.
Benefit: Th

t equNO% of Fin ear Average
Compensation for the first 20 years of credited service, plus 1.5%
of Final 5-Year Average Compensation per year of credited service

in evss of 20 years.

Eligibility: Attainment of ag
credited service.

completion of 20 years of

manner as the Service Retirement
2.0% of the Final 3-Year Average

Benefit: Dete

benefit but greater

Benéfit:, The benefit equals the Early Retirement benefit, with
compensation and service calculated as of the date of termination.
The benefit is deferred until age 50. If a member dies before age 50,

y the ordinary death benefit (below) is payable.

gibility: Completion of 90 days of credited service.

Benefit: The benefit equals a lump sum equal to 3 times salary,
raised to the next multiple of $1,000.

Eligibility: Duty-related death.

Benefit: The benefit equals 50% of the Final 5-Year Average
Compensation.

Eligibility: Completion of 10 years of credited service

Benefit: The benefit equals the greater of the Service Retirement
percentage calculated in (a)above and 25% multiplied by
Final 5-Year Average Compensation. If eligible for an Early or
Service Retirement benefit, the greater of this benefit and the Early
or Service Retirement benefit is payable.
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Tier 2 Employees

(g) Accidental Disability Benefits

Member Contributions

Changes in Plan Provisions Since
Prior Valuation

Eligibility: Line of duty related accident for World Trade Center
Presumption benefits and performance of duty for all other
Accidental Disability benefits.

Benefit: The benefit equals 75% of the Final 5-Year Average
Compensation reduced by any worker’s compensation payments. If
eligible for an Early or Service Retirement benefit, the greater of
this benefit and the Early or Service Retirement benefit is payable.

None

None
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Tier 3 and Tier 4—Basic Age

62 & 5 Year Retirement Program

1. Eligibility

2. Final Average Compensation

3. Benefits

(a) Service Retirement

(b) Early Retirement

(¢) Termination Benefits

Non-operating Members hired prior to June 28, 1995, who have not
elected the 55 & 25 Plan. Members hired on or after July 27, 1976,
and before September 1, 1983, are in Tier 3. Members hired on or
after September 1, 1983, are in Tier 4.

Highest average earnings during any three consecutive calendar-
years periods, or the final 36 months immediately preceding the
member’s retirement date. Earnings used in the calculation a—year
cannot exceed 110% of the average O&NO preceding years.

Eligibility: Attainment of &62 an letion of at least 5 years

of credited service.

benefit equa o of Final Average Co ion for first
30 years servicen, plus  1.5% inal Average
Compensation for years,of credited service in excess of 30. If
completed less than 20 years of credited service, the benefit equals
1—2~, of Final Average®Compensation multiplied by years of

credited service.

Eligibility: Attai
of credited servi

age 55/and completion of at least 5 years

Benefit: The benefit equals the Service Retirement benefit reduced
by 6% for each of the first two years prior to age 62, and by 3% for
years prior to 60.

(1) Refund of €ontributions
Eligibility: Completion of less than 5 years of Credited Service.

Benefit: The benefit equals a refund of the member’s
ontributions accumulated with interest at a rate of 5.0%.

(1) Vested Benefit
Eligibility: Completion of at least 5 years of credited service.

Benefit: The benefit equals the Service Retirement benefit with
compensation and service calculated as of the date of
termination. The benefit is deferred until age 62. A vested
participant with less than 10 years of credited service may elect
to receive the benefit in (i) above in lieu of this benefit. If a
member with at least 10 years of credited service dies before
commencing benefits, 50% of the ordinary death benefit
(below) is payable. All accumulated regular contributions with
interest are payable.
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Tier 3 and Tier 4—Basic Age

62 & 5 Year Retirement Program

(d) Ordinary Death Benefits

(e) Accidental Death B

Eligibility: all members.

Pre-retirement Benefit: The benefit equals a lump sum of annual
salary times the lesser of completed years of credited service and 3.
After age 60, the benefit is reduced 5% per year, to a maximum
reduction of 50%. Accumulated regular member contributions with
interest and one-half of accumulated additional member
contributions with interest are also payable.

Post-retirement Benefit: Upon retire the pre-retirement benefit
shall be reduced by 50% anddreduced an additional 25% after
completion of one year of retitement. After completion of two years
of retirement, the benefit (ﬂs 10% wof the pre-retirement benefit

in force at age 60.

Spouse Benefit (Ti only)

Eligibility: Ve nd spousg is beneficiary.

Benefit: In lieu of the ordin;yxth benefit abowe, the spouse may
elect 1/3 of the ordinary death benefit plus an annuity of 1.0% of
F inﬁverage Compensation,per year of credited service, payable
for life, or until remarriage: e surviving spouse is more than
10 years younger, the annuity 1 ially reduced. The total of all

payments, will“a
benefit.

Presumption
Aceidental Dea

ts and performance of duty for all other
enefits.

(1) Spouse, until remarriage
(il) Children, to age 25

ependent parents
1v) Any other dependent survivors, to age 21.

Total of all payments will at least equal the amount of the full
ordinary death lump sum benefit.
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Tier 3 and Tier 4—Basic Age

62 & 5 Year Retirement Program

(f) Ordinary and Accidental
Disability Benefits

4. Member Contributions

5. Changes in Plan Provisions Since
Prior Valuation

Eligibility: Completion of 10 years of credited service for ordinary.
No minimum years of credited service required for accidental.

Benefit: The benefit equals the greater of 1-2/3% of Final Average
Compensation per year of credited service and 1/3 of Final Average
Compensation. If eligible for a Service Retirement benefit, the
greater of this benefit and the Service Retirement benefit is payable.

lar contributions cease at
10 years of membership

Regular contribution rate of 3.0%.
the later of October 1, 2000, or t
or 10 years of credited service,
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Tier 3 and Tier 4—25 Year and Age
55 Retirement Programs

1. Eligibility All operating members hired prior to April 1, 2012 and non-
operating members hired prior to July 26, 1994, who elected this
program. Members hired on or after July 27, 1976, and before
September 1, 1983, are in Tier 3. Members hired on or after
September 1, 1983 and before April 1, 2012 are in Tier 4.

2. Final Average Compensation Highest average earnings during any three consecutive calendar-
years periods, or the final 36 months immediately preceding the
member’s retirement date. Earningsdused in the calculation cannot
exceed 110% of the average of theftwo preeeding years.

3. Benefits

(a) Service Retirement Eligibility: Attainment©f a&.’i and c
of credited service attainment of age
least 5 years of

tion of at least 25 years
d completion of at

Benefit: If completed, less tham, 20 years of credited service, the
benefit upon attainment ef'age 62 equals 1-2/3% of Final Average
Compensation multiplied by,years of credited service. If completed
bet\‘n 20 and 25 years of service, the benefit upon attainment of
age 62 equals 2% of Final ompensation multiplied by
years of creditedsservice. If at 5 years of credited service is
completed, the b uals 2.0% of Final Average Compensation
for the first,30 service plus 1.5% of Final Average
Compensatiofi for years credited service in excess of 30. If
age 62 with ‘at least 20 years of credited service is completed, the
benefit equals 2.0% of Final Average Compensation for the first
30 years of ed service plus 1.5% of Final Average
Compensation for years of credited service in excess of 30. For
non-operating employees who have attained age 62, a refund of
one-half m}%e member’s additional contributions accumulated at a

rate of 5.0% is also payable.
(b) Te ion Benefits (’ Refund of Contributions

Eligibility: Less than 5 years of credited service.

Benefit: The benefit equals a refund of the basic member’s

accumulated contributions. Non-operating can also obtain 50%

of additional member contribution. All contributions are
/ refunded with interest at a rate of 5.0% also payable.
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Tier 3 and Tier 4—Basic Age

62 & 5 Year Retirement Program

(c) Ordinary Death Benefits

(i) Vested Benefit
Eligibility: Completion of at least 5 years of credited service.

Benefit: The benefit equals the Service Retirement benefit with
compensation and service calculated as of the date of
termination. The benefit is deferred until age 62 if credited
service is less than 25 years, else the benefit is deferred until
age 55 for operating employees only. For non-operating
employees the benefit is payabl ge 62 with less than 25
years or if both age and service has not been fulfilled. A vested
participant with less thand0years of credited service may elect

to receive the benefitdn (i) abovenin lieu of this benefit. If a
member with at le t%lears 0 ited service dies before
plus accumulated re contributions with

ne-half «of accumulated al member
contribution interes&e payable.

Eligibility: All members.

Pre-‘irement Benefit: A maximum benefit equals to a lump sum
of three times annual salary embers with 3 or more years of
credited\service. wlLhe benefit p t is less if fewer than 3 years
of credited servic e benefit is reduced 5% per year,
to a maximu 0%. Accumulated regular member
contributions{with i nd one-half of accumulated additional

complétion.of one year of retirement. After completion of two years
of retircment, the benefit equals 10% of the pre-retirement benefit
in force at age 60.

S
Eligibility: Vested and spouse is beneficiary.

se Benefit (Tier 3 only)

Benefit: In lieu of the ordinary death benefit above, the spouse may
elect 1/3 of the ordinary death benefit plus an annuity of 1.0% of
Final Average Compensation per year of credited service, payable
for life, or until remarriage. If the surviving spouse is more than
10 years younger, the annuity is actuarially reduced. The total of all
payments will at least equal the amount of the full lump sum
benefit.
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Tier 3 and Tier 4—Basic Age

62 & 5 Year Retirement Program

(d) Accidental Death Benefits

(e) Ordinary and Accidental
Disability Benefits

4. Member Contributi

5. Changes in Plan Provisions{Since

Prior Valuation /

Eligibility: Line of duty related death for World Trade Center
Presumption benefits and Performance of Duty for all other
Accidental Death benefits.

Benefit: The benefit equals 50% of compensation paid to eligible
beneficiary as defined by priority:

(i) Spouse, until remarriage \

(i1) Children, to age 25
(ii1) Dependent parents

(iv) Any other depende

No minimum years of eredited service requirement for accidental.

Benefit: The benefit equals the greater of 1-2/3% of Final Average
Compensation per year of cr d service and 1/3 of Final Average

Operating E : Regular contribution rate of 2.0%.

contributions mtay be refunded effective November 2007 for TWU
Local 100:and April 2008 for TSO Local 106.

Non-operating Employees: Regular contribution rate of 3.0%.
r contributions cease at the later of October 1, 2000 or after
ater of 10 years of membership or 10 years of credited service.
dditional contribution rates were 4.35%, 2.85% and 1.85%, of
which 1.85% ceases after 30 years of credited service.

None
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Tier 4—Age 57 & 5 Year

Retirement Program

1. Eligibility Non-operating members hired on or after June 28, 1995 and prior
to April 1, 2012. Members hired on or after September 1, 1983
and before April 1, 2012 are in Tier 4.

2. Final Average Compensation Highest average earnings during any three consecutive calendar-
years periods, or the final 36 months immediately preceding the
member’s retirement date. Earnings used in the calculation cannot
exceed 110% of the average of the two ﬁreceding years.

3. Benefits

(a) Service Retirement Eligibility: Attainment of age57 and cempletion of at least 5 years
of credited service. i

Average Compensationymulfiplied, by years cr
more than 30 years ‘are completed, 2% of Final Average
Compensation multiplied by years of credited service plus 1.5% of
Finzmverage Compensatio ultiplied by years of credited

(b) Termination Ben (i) Refund o
Eligibility:
Benefit: The benefit equals a refund of the member’s
contrilg_}'l‘t'ions accumulated plus interest at a rate of 5.0%.

(ii) Vested Benefit
Vgibility: Completion of at least 5 years of credited service.

Benefit: The benefit equals the Service Retirement benefit with
compensation and service calculated as of the date of
termination. The benefit is deferred until age 57. A vested
participant with less than 10 years of credited service may elect
to receive the benefit in (i) above in lieu of this benefit. If a
/ member with at least 10 years of credited service dies before
commencing benefits, 50% of the salary-related ordinary death
benefit (below) 1is payable. All accumulated regular
contributions with interest and one-half of accumulated
additional member contributions with interest are payable.

letion of less than 5 years of credited service.
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Tier 4—Age 57 & 5 Year

Retirement Program

(c) Ordinary Death Benefits

(d) Accidental Death Benefits

4. Member Contributions

5. Changes in Plan Provisions Since
Prior Valuation

Eligibility: All members

Pre-retirement Benefit: A maximum benefit equals to a lump sum
of three times annual salary for members with 3 or more years of
credited service. The benefit payment is less if fewer than 3 years
of credited service. After age 60, the benefit is reduced 5% per
year, to a maximum reduction of 50%. Accumulated regular
member contributions with interest and one-half of accumulated
additional member contributions withdnterest are also payable.

Post-retirement Benefit: Upongretirement, the pre-retirement
benefit shall be reduced by 50% and reduced an additional 25%

after completion of one year of retirement. After completion of
two years of retireme ,%bene1 als 10% of the pre-

retirement benefit in atage 60.

Eligibility: Lin duty related death for de Center
Presumption and performance of duty for all other
Accidental Death benefits.

Benefit: The benefit equals 50% of final 1-year compensation paid
to el&ﬂe beneficiary as defined by priority:

(i) Spouse, until remarriage

Total of all pa
ordinary death I

ents will at least equal the amount of the full
sum benefit.

Eligibility:. Completion of 10 years of credited service for
ordinary. No minimum years of credited service requirement for
acci al.

Benefit: The benefit equals the greater of 1-2/3% of Final Average
Compensation per year of credited service and 1/3 of Final
Average Compensation. If eligible for Service Retirement benefit,
the greater of this benefit and the Service Retirement benefit is
payable. For non-operating employees, a refund of one-half of the
member’s additional contributions accumulated at a rate of 5.0%
is also payable.

Regular contribution rate of 3.0%. Regular contributions cease at
the later of October 1, 2000, or after the later of 10 years of
membership or 10years of credited service. Additional
contribution rates were 4.35%, 2.85% and 1.85% of which 1.85%,
ceases after 30 years of credited service.

None
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Tier 6—Twenty-Five Year and

Age 55 Retirement Program
1. Eligibility

2. Final Average

3. Benefits

(a) Service Retirement

(b) Termination-Benefits

All operating members hired on or after April 1, 2012.

Highest average pensionable earnings over five consecutive
years. Pensionable earnings exclude any overtime earnings,
defined as compensation paid at a rate greater than the standard
rate, in excess of the overtime cap. The overtime cap is indexed
annually and is $15,490 for 2015. Pensionable earnings also
exclude wages in excess of the, annual salary paid to the
Governor of New York, lump§ ayments for sick leave,
accumulated vacation and other credits for time not worked,
termination pay and any( additional compensation paid in
anticipation of retirement. Pensionable earnings in a year cannot
exceed 110% of the e&of the receding years.

Eligibility: ent of
25 years of credited servicey, or attainment of age 63 and
completion of at least 10 years of credited service.

fit: If completed at least 25 years of credited service, the
benefit equals 2.0% of Fin: erage Salary for the first 30 years
of credited service plus 1.59 nal Average Salary for years
of credited serviceni 30. If completed less than 20
years of cr
multiplied ited service. If completed between 20

(1) Refundof Contributions

Elig%ility: Completion of less than 10 years of credited
ervice.

neneﬁt: The benefit equals a refund of the member’s

contributions accumulated plus interest at a rate of 5.0%.
(i1) Vested Benefit

Eligibility: Completion of at least 10 years of credited
service.

Benefit: The benefit equals the Service Retirement benefit
with compensation and service calculated as of the date of
termination. The benefit equals the Service Retirement
benefit with compensation and service calculated as of the
date of termination. The vested benefit is deferred until age
63 if credited service is less than 25 years, else the benefit is
deferred until age 55. If a member with at least 10 years of
credited service dies before commencing benefits, 50% of
the salary-related ordinary death benefit (below) plus
accumulated regular contributions with interest are payable.
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Tier 4—Age 57 & 5 Year

Retirement Program

(c) Ordinary Death Benefits

(d) Accidental Death Benefits

Eligibility: All members

Pre-retirement Benefit: The benefit equals a lump sum of annual
salary times the lesser of completed years of credited service and
3. After age 60, the benefit is reduced 5% per year, to a
maximum reduction of 50%. Accumulated regular member
contributions with interest and one-half of accumulated
additional member contributions with interest are also payable.

Post-retirement Benefit: Upon ent, the pre-retirement

benefit shall be reduced by 50% and reduced an additional 25%

after completion of one yedr of retirement. After completion of

two years of retireme%he benefit equals 10% of the pre-
C Y

retirement benefit in

Benefit: The benefit equals 50% of wages earned during last year
of service or annual wage rate if less than one year of service,
p‘to eligible beneficiary as defined by priority:

(1) ‘Spousejuntil remarriage

Eligibility: Completion of 10 years of credited service for
ordinary. No minimum years of credited service requirement for
idental.

enefit: The benefit equals the greater of 1-2/3% of Final
Average Salary per year of credited service and 1/3 of Final
Average Salary. If eligible for a Service Retirement benefit, the
greater of this benefit and the Service Retirement benefit is
payable.
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Tier 4—Age 57 & 5 Year

Retirement Program

4. Member Contributions Regular contribution rate varies based on gross wages earned
during two plan years (April 1 to March 31) prior to applicable
plan year based on following table. For first three years, a
projection of annual wages will be used. The rate for the plan
year ending March 31, 2013 for all Tier 6 employees is 2%.

Annual Wages Earned During

Plan Year Contribution Rate

Up to $45,000 3.00%

$45,001-$55,000 3.50%

$55,001-$75,00 4.50%

$75,001-$

Greater than $1

5. Changes in Plan Provisions Since
Prior Valuation
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Tier 6—Age 63 and 10 Year

Retirement Program
1. Eligibility

2. Final Average Compensation

3. Benefits

(a) Service Retirement

(b) Early Retirement

(¢) Termi Be

All non-operating members hired on or after April 1, 2012.

Highest average pensionable earnings over five consecutive
years. Pensionable earnings exclude any overtime earnings,
defined as compensation paid at a rate greater than the standard
rate, in excess of the overtime cap. The overtime cap is indexed
annually and is $15,490 for 2015. Pensionable earnings also
exclude wages in excess of the, annual salary paid to the
Governor of New York, lump§ ayments for sick leave,
accumulated vacation and other credits for time not worked,
termination pay and any( additional compensation paid in
¢ earnings in a year cannot

Benefit: If completed less than 20 years of credited service, the

fit equals 1.67%% of Final Average Salary multiplied by
years of, credited service completed at least 20 years of
credited service, 35% of Fi erage Salary for the first 20
years'of credite % of Final Average Salary times
each year of in excess of 20.

Eligibility: “Attainment; of age 55 and completion of at least
edited service.
Benefit: Th efit equals the Service Retirement benefit

reduced by 6.5% for each year prior to age 63.
(1) Refund of Contributions

ligibility: Completion of less than 10 years of credited
service.

Benefit: The benefit equals a refund of the member’s
contributions accumulated plus interest at a rate of 5.0%.

(i1) Vested Benefit

Eligibility: Completion of at least 10 years of credited
service.

Benefit: The benefit equals the Service Retirement benefit
with compensation and service calculated as of the date of
termination. The benefit is deferred until age 63. If a member
with at least 10 years of credited service dies before
commencing benefits, 50% of the salary-related ordinary
death benefit (below) plus accumulated regular contributions
with interest are payable.
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Tier 6—Age 63 and 10 Year

Retirement Program

(d) Ordinary Death Benefits Eligibility: All members

Pre-retirement Benefit: A maximum benefit equals to a lump
sum of three times annual salary for members with 3 or more
years of credited service. The benefit payment is less if fewer
than 3 years of credited service. After age 60, the benefit is
reduced 5% per year, to a maximum reduction of 50%.
Accumulated regular member contributions with interest and
one-half of accumulated additio ember contributions with
interest are also payable.

Post-retirement Benefit: ldpon ‘retirement, the pre-retirement
benefit shall be reduce 50% reduced an additional 25%
after completion of %ﬁ of re ent. After completion of
two years of retiément, the benefi

als 10% of the pre-
retirement benefit in force at age 60.

Trade Center

duty Nd death for
ty for all other

(e) Accidental Death Benefits

Presumption benefits, and performance of
Accidental Death benefits.

50% of wages participant earned
1 wage rate if less than one
eficiary as defined by priority:

Totalyof allspayments will at least equal the amount of the full
ordinary death lump sum benefit.

ility Benefits inary. No minimum years of credited service requirement for

) nary and Acci ?bility: Completion of 10 years of credited service for
accidental.

Benefit: The benefit equals the greater of 1-2/3% of Final

Average Salary per year of credited service and 1/3 of Final

Average Salary. If eligible for Service Retirement benefit, the

greater of this benefit and the Service Retirement benefit is
/ payable.
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Tier 6—Age 63 and 10 Year

Retirement Program

4. Member Contributions Regular contribution rate varies based on gross wages earned
during two plan years (April 1 to March 31) prior to applicable
plan year based on following table. For first three years, a
projection of annual wages will be used. The rate for the plan
year ending March 31, 2013 for all Tier 6 employees is 3%.

Annual Wages Earned During Plan Contribution

Year Rate
Up to $45,000 3.00%
$45,001-$55,000 3.50%
$55,001-$75,00 4.50%
$75,001-$ 00 %
Greater than $100,000 6.00%
%

5. Changes in Plan Provisions Since The MaBSTOA Board ad ndments on June 21, 2017
Prior Valuation which, provided, eligible me s a refund of the employee
Additional Me tributions made in the Tier 4 Age 57 and

of the Plan. Contributions from members are recorded when the employer
om plan bers. Employer contributions are recognized when due in
the Plan. Additions to the Plan consist of contributions (member and

ayroll deducti
with the ter

The accounting and reporting policies of the Plan conform to accounting principles generally accepted in
the United States‘of America (GAAP).

New Accounting Standards Adopted — The Plan adopted GASB Statement No. 82, Pension Issues: An
Amendment of GASB Satements No. 67, No. 68 and No. 73. GASB Statement No.82 requires the Plans
to address certain issues that have been raised with respect to Statements No. 67, Financial Reporting for
Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and Statement No. 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of
GASB Statement No. 68, and Amendments to Certain Provisions of GASB Statements Nos. 67 and 68.
Specifically, this Statement addresses issues regarding (1) the presentation of payroll-related measures in
required supplementary information, (2) the selection of assumptions and the treatment of deviations
from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee (plan member) contribution
requirements. There was no material impact on the Plan’s financial statements as a result of the
implementation of GASB 82.
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Recent Accounting Pronouncements — Not yet adopted

MaBSTOA
Pension Plan
GASB Required Year of
Statement No. GASB Accounting Standard Adoption
Accounting and Financial Reporting for Pensions and Related
Assets That Are Not within the Scope of GASB Satement 68, and
Amendments to Certain Provisions of GASB Statements nd
73 68 2017
84 Fiduciary Activities 2019
85 Omnibus 2017 2018

e §ed at fa lue or NAV which
¢ Plan can reasonably ct to receive for an
d a willing seller, that is, a forced or
alternative investments ar ued based on

Methods Used to Value Investments—Investments
approximates fair value. Fair value is the amount tha
investment in a current sale between a willing buy
liquidation sale. All investments, with the exc
closing market prices or broker quotes.

Traded securities are stated at the last reported sales price on‘a national securities exchange on the last
business day of the fiscal year. Securities purchased pursuant to ements to resell are carried at the
contract price, exclusive of interest, at which the'securities will b . Alternative investments are
valued based on the most current net asset values.

Purchases and sales of sec are reflected onit ade da

Dividend income is orded on the ex-dividend date. Interest income is recorded as earned on an

accrual basis.
Use of Estimates—The prepardtion of financial statements in conformity with accounting principles
reportedramounts of assets and liabilities and disclosures of contingent assets

the finaneialsstatements and reported amounts of revenues and expenses
ccordingly, actual results could differ from these estimates.

Risks an inti e Plan’s investments are exposed to various risks, such as interest rate,
market, and credit risk. Due to the level of risk associated with certain investment securities and level of
uncertainty related to changes in the value of investment securities, it is possible that changes in risks in
the near term would matefially affect the amounts reported in the Plan’s financial statements.

Income Taxes—The/I/’lan is designed to satisfy the applicable requirements for governmental plans
under Section 401(a) of the Internal Revenue Code. Accordingly, the Plan is tax-exempt and is not
subject to the provisions of ERISA. Therefore, income retained by the Plan is not subject to Federal
income tax.

CASH AND INVESTMENTS

Investment Committee—The Plan’s policy statement is issued for the guidance of fiduciaries,
including the members of the Board and investment managers, in the course of investing the assets of
the Trust. The investments of the Trust will be made for the exclusive benefit of the Plan participants
and their beneficiaries. Policy guidelines may be amended by the Board upon consideration of the
advice and recommendations of the investment professionals.
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In order to have a reasonable probability of achieving the target return at an acceptable risk level, the
Board has adopted the asset allocation policy outlined below. The actual asset allocation will be
reviewed on, at least, a quarterly basis and will be readjusted when an asset class weighting is outside its
target range. The following was the MaBSTOA Pension Plan Board adopted asset allocation policy as at
December 31, 2016.

Target Target Range

Asset Class Allocation (%) (%) Policy Benchmark
Equities 29.0 24-34
Domestic Large Cap 10.0 5-15 S&P 500
Domestic Small Cap 5.5 2-10 Russell 2000
International Developed \
Markets Equities 10.0 5-15 MSCI EAFE
Emerging Markets Equities 3.5 MSCI Emerging Markets
Fixed Income 15.0 Manager Specific
Global Asset Allocation* 20.0 \ 0% World Equity/
50% oup WGBI unhedged
Opportunistic Investments 6.0
Absolute Return 15.0
Real Assets 5.0
Real Estate 3.0
Private Equity 7.0 Venture Economics

Total W0.0

* The Global Asset Allocation managers will investacross numerous liqui
classes including: stocks, bonds, commodities, TIPS and

ssionaliinvestment management firms to manage the assets of the Plan. The fund
uidelinesythat have been established to limit exposure to risk.

be regis”dvisors under the Investment Advisors Act of 1940.
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The overall capital structure targets and permissible ranges for eligible asset classes of the Trust are
detailed within the Investment Policy Statement. Full discretion, within the parameters of the guidelines
described herein and in any individual investment policy associated with that allocation, is granted to the
investment managers regarding the asset allocation, the selection of securities, and the timing of
transactions. It is anticipated that the majority of investment managers will be funded through
commingled funds, however, in some cases (likely equity and fixed income mandates) separate account
vehicles may be utilized. For separate accounts, individual manager guidelines and/or exemptions are
specified in each approved investment management agreement (IMA). Should there be conflicts, the
individual manager guidelines set forth in the IMA supersede the general guidelines in the Investment
Policy Statement. For commingled funds, investment guidelines and/or exemptions are specified in such
vehicle’s offering documents. Should there be conflicts, the individual vehicle’s investment guidelines
supersede the general guidelines in the Investment Policy Statement. \

Individual investment manager benchmarks and performance requirements are specified within the
Investment Policy Statement. Performance of the Trust will be evaluatedion a regular basis. Evaluation
will include the degree to which performance results meet the goals and ebjectives as herewith set forth.
Toward that end, the following standards will be used in ev uz&

1. The compliance of each investment manager with the guidelines as expressed
2. The extent to which the total rate of return perf ce of the\Irust achieves or
goals.

the targeted

Fixed Income Investment Managers

uidelines reflected in Investment
gn securities, may be held by
em appropriate.

e Domestic fixed income investments are permitted, subject to
Policy Statement. Yankee bonds, which\are dollar, denominate
each domestic manager in proportions which each er shall

The J.P. Morgan Emerging Markets Bond
ernational emerging markets denominated in
USD. The J.P. Morgan, GBI-EMw»Global Diversified Index represents the opportunity set for
mterna' nabpemerging “markets denominated in local currency. These index references are
t prohibit investment in securities outside those indexes.

responm%r making an independent analysis of the credit worthiness of
ility as investments regardless of the classifications provided by rating

e The average duration (iiferest rate sensitivity) of an actively managed fixed income portfolio shall
range within two years of the benchmark’s duration.

e For domestic fixed income portfolios, individual manager account for the securities of an individual

issuer, excepting the U.S. government and U.S. government agencies, shall not constitute more than
5% at market at any time.

e For international bond portfolios, individual manager account for the securities of any non-
governmental issuer shall not constitute more than 5% at market at any time.
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Equity Investment Managers

¢ Domestic equity investments are permitted, subject to the guidelines. American Depository Receipts
(ADRs), which are dollar denominated foreign securities traded on the domestic U.S. stock
exchanges (e.g., Reuters, Nestle, Sony) may be held by each domestic stock manager in proportions
which each manager shall deem appropriate.

e International equities are permitted, subject to the guidelines. Generally defined, the Morgan Stanley
EAFE (Europe, Australasia and the Far East) Index represents the opportunity set for international
developed markets. The Morgan Stanley Emerging Markets Free Index represents the opportunity
set for international emerging markets. These index references are guidelines and do not prohibit

investment in securities outside those indexes. \

e The equity specialists may vary equity commitment from' 90% to 100% of assets under
management.

¢ Individual manager account may hold no more than 8% t&(et or 1. manager’s benchmark

weight (whichever is greater) of any single company’s stock.

Overlay Manager(s).

e For a variety of reasons, the investment program may. carty large amounts of cash throughout the
year. In order to achieve the actuarial assumed returns on the total investment program, the Board
may retain a futures overlay manz&r. The overlay manager, shall use exchange traded futures

contracts to expose the cash to the long-term target asset alloca

b) Assist the B in rebalancing, transitio
et (or “beta”) exposures i

and/or gaining exposure to approved asset classes,
portable alpha program.

d) The overlay

manager is prohibited from leveraging anyportion of the portfolio.
-
agers
tive investme e broadly categorized into the following categories:
unistic V

Absolute return
Private equity.

Common features of ?ﬂérnative investments are limited liquidity, the use of derivatives, leverage and
shorting, lower regulatory oversight, limited transparency, and high fees. Compensating for these risks,
these investments offer the potential of diversification and/or higher rates of return over time.

Derivatives Policy
Where appropriate, investment managers may use derivative securities for the following reasons:
e Hedging. To the extent that the portfolio is exposed to clearly defined risks and there are derivative

contracts that can be used to reduce those risks, the investment managers are permitted to use such
derivatives for hedging purposes, including cross-hedging of currency exposures.
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e Creation of Market Exposures. Investment managers are permitted to use derivatives to replicate the
risk/return profile of an asset or asset class provided that the guidelines for the investment manager
allow for such exposures to be created with the underlying assets themselves.

e Management of Country and Asset Allocation Exposure. Investment managers charged with
tactically changing the exposure of their portfolio to different countries and/or asset classes are
permitted to use derivative contracts for these purposes.

e Additional uses of derivatives shall be approved by the Board or set forth in the individual
investment guidelines or the offering documents prior to implementation and shall be restricted to
those specific investment managers.

Ineligible Investments (Separately Managed Accounts) \

Unless specifically approved by the Board or set forth in th€ individual investment guidelines,

certain securities, strategies and investments are ineligible for inclusion within separately managed
accounts. Among these are:

Privately-placed or other non-marketable debt, except securities issued und

° ¢ 144a,

e Lettered, legend or other so-called restricted sto

e Commodities

e Short sales, and,

e Direct investments in private placements, real estate, oil and gas and venture capital, or funds
comprised thereof. ‘

Exceptions:

The Board of Managers, in recognition of the'benefit

Morgan Chase (the “trustee”), New England Pension Consultant (“NEPC”),
rs. The fair value of investments is based on published market prices and

ment br% at current exchange rates, as available. Many factors are
values/ Corporate debt securities are valued based on yields currently
available ties of issuers with similar credit ratings. All investments are registered,
with securities held by the Plan’s trustee, in the name of the Plan. Gains and losses on investments that
were sold during the year are included in in the statement of plan net position.

Risks and Uncertainties — The Plan’s investments are exposed to various risks, such as interest rate,
market, and credit risk. Due to the level of risk associated with certain investment securities and level of
uncertainty related to changes in the value of investment securities, it is possible that changes in risks in
the near term would materially affect the amounts reported in the Plan’s financial statements.

The financial markets, both domestically and internationally, have demonstrated significant volatility on
a daily basis, which affects the valuation of investments. The Plan utilizes asset allocation strategies that
are intended to optimize investment returns over time in accordance with investment objectives and with
acceptable levels of risk.
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Investments measured by fair value level

Quoted Price in

Active Markets for  Significant Other Significant
December 31, Identical Assets Observable Inputs  Unobservable Inputs
2016 Level 1 Level 2 Level 3

Equity Securities:
Separate account large-cap equity funds $ 72,251,016 $ 72,251,016 $ - $ -
Separate account small-cap equity funds 128,138,196 128,138,196 - -
Separate account real estate investment trust funds 23,322,458 23,322,458 - -

Total equity investments 223,711,670 223,711,670 -

Debt Securities -
Separate account debt funds 119,789,292 - 119,789,292 -

Total debt investments 119,789,292 - 1 1%92 -

Total investments by fair value $ 343,500,962 $ 223,711,670 $ 119, 922 $ -

Investments measured at the net asset value (NAV)

December 31, U n(A ption Redemption
2016 itments Fr Notice Period

Equity Securities:
Comingled large cap equity funds $ 153,081 - Daily None
Comingled international equity funds 279,977,601 - Daily None
Comingled emerging market equity funds 77,484,913 - Daily, monthly None

Total equity investments measured at the NAV 510,544,122 -

Debt Securities ’
Comingled debt funds 208,539,805 - onthly, quarterly None
Mutual fund 32,031,598 - None

Total debt investments measured at the NAV 240,571,403

Absolute return:
Directional Monthly 3-60 days
Direct lending 115,235, Bi-annually 60 plus days
Distressed securities Not eligible N/A
Credit long Quarterly 3-30 days
Credit long/short 50,695,157 - Quarterly 3-60 days
Equity long/s 36,673,598 - Quarterly 3-60 days
Event dri 48,446,341 2,093,427 Quarterly, Bi-annually 60-120 days
Glob 86,868,753 - Monthly 3-30 days
Global tacti t allocation 167,208,452 - Daily, monthly 3-30 days
Market neutral 184,367 - Quarterly 3-60 days
Multistrategy 74,514,322 - Quarterly 3-60 days
Risk parity 232,165,400 - Monthly 3-30 days
Structured credit 12,843,757 32,062,887 Not eligible N/A

Total absolute return measured at the NAV 968,720,541 42,438,067

Private equity - private equity par'{nerships 163,295,227 141,080,843 Not eligible N/A

Real assets N/A
Comingled commodities fund 53,584,239 - Not eligible N/A
Comingled real estate funds 101,208,383 - Not eligible N/A
Energy 37,318,500 21,838,034 Not eligible N/A
Infrastructure 9,604,288 12,685,084 Not eligible N/A

Total real assets measured at the NAV 201,715,410 34,523,118

Short term investments measured at the NAV 87,778,068 -

Total investments measured at the NAV

Total investments

2,172,624,771

$ 218,042,028

$ 2,516,125,733
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Investments measured by fair value level

Equity Securities:
Separate account large-cap equity funds

December 31,

Quoted Price in

Active Markets for Significant Other
Identical Assets Observable Inputs
Level 1 Level 2

2015

Significant

Unobservable Inputs

Level 3

233,730,250 §

233,730,250 $

Separate account small-cap equity funds 112,521,684 112,521,684 - -
Total equity investments 346,251,934 346,251,934 - -
Debt Securities

Separate account debt funds 178,100,326 - 78,100,326 -
Total debt investments 178,100,326 - 00,326 -
Total investments by fair value level 524,352,260 $ - $ 178,100,326 $ -
Investments measured at the net asset value (NAV)

December 31, f& Redemption

Equity Securities:

2015

ommitments

Notice Period

Comingled international equity funds $ 191,633,568 § - Daily None
Comingled emerging market equity funds 78,259,008 - Daily, monthly None
Total equity investments measured at the NAV 269,892,576 -
Debt Securities
Comingled debt funds 157,718,640 aily, monthly, quarterly None
Total debt investments measured at the NAV 157,718,640 -
Absolute return:
Directional Monthly 3-60 days
Direct lending Bi-annually 60 plus days
Credit long Quarterly 3-30 days
Credit long/short Quarterly 3-60 days
Equity long/short Quarterly 3-60 days
Event driven 67,624,501 2,093,427 Quarterly, Bi-annually 60-120 days
85,169,414 - Monthly 3-30 days
203,808,645 - Daily, monthly 3-30 days
326,315 - Quarterly 3-60 days
19,978,907 - Quarterly 3-60 days
Risk parity 279,343,628 - Monthly 3-30 days
Total absolute return measured at the NA 912,502,653 22,778,997
Private equity - private equity partnerships 136,463,123 54,599,911 Not eligible N/A
Real assets N/A
Comingled commodities fund / 43,822,896 - Not eligible N/A
Comingled real estate funds 80,268,283 - Not eligible N/A
Energy 23,749,949 38,029,950 Not eligible N/A
Infrastructure 6,117,124 15,433,863 Not eligible N/A
Total real assets measured at the NAV 153,958,252 53,463,813
Short term investments measured at the NAV 103,763,871 -

Total investments measured at the NAV

Total investments

1,734,299,115

$ 130,842,721

$ 2,258,651,375
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Concentration of Credit Risk — Individual investments held by the Plan that represents 5.0% or more
of the Plan’s net assets available for benefits at December 31, 2016 and 2015 are as follows:

2016 2015
Investments at fair value as determined by quoted
market prices:
Bridgewater All Weather Fund $ - $ 119,786,492

Credit Risk — At December 31, 2016 and 2015, the following credit quality rating has been assigned
by a nationally recognized rating organization:

Percentage of A Percentage of
2016 Fixed Income 2015 Fixed Income

Quality Rating Fair Value Portfolio Fair Value Portfolio
AAA $ 29,130,599 5.39 % $ 12.20 %
AA (7,537,593) . 5.02
A 36,408,312 N 6.40
BBB 77,354,781 169,644,60 23.63
BB 63,644,818 52,544,773 7.32
B 41,858,028 31,853,323 4.43
CCC 6,609,734 4,970,616 0.68
CcC 1,089,363 - -
C 2,5 83 - -
Not Rated 88,74 42,637,192 5.94
Credit risk debt

securities 339,883,393 : 471,257,843 65.62

U.S. Government bon 200,917,215 37.15 246,821,098 34.38
Total fixed income
securities 540,800,608 100.00 % 718,078,941 100.00 %
. 4
1,975,325,125 1,540,572,434
Total investments $2,516,125,733 $2,258,651,375
41 -
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Interest Rate Risk Exceptions — 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 100 basis point

change in interest rates.

2016 2015

Investment Fund Fair Value Duration Fair Value Duration
Chase $ 98,666,882 11.38 $ 178,100,326 11.46
Wellington Blended Emerging Market Debt 33,839,192 5.55 50,038,235 5.06
Allianz Structured Alpha Fund 81,596,994 0.25 95,184,350 0.13
GAM Unconstrained Bond Fund 96,393,243 0.25 \ 66,632,867 0.93
Bridgewater All Weather Fund 67,809,509 9.00 119,786,492 7.87
Wellington Opportunistic 17,303,562 1.91 24,882,085 1.69
Bridgewater Pure Alpha 2,541,467 (3.54) 68,987,225 4.36
Northern Trust William Capital 10,029,926 - 10,006,812 -
Park Square Capital Credit Opportunities 26,754,777 0.54 11,594,616 0.61
Crescent Capital High Income Fund 21,285,9 o261 16,941,461 2.64
Fir Tree Value Realization Fund - 237,589 -
Libremax Partners Fund 5.02 -
Gramercy Distressed Opportunistic Fund , WS) -
Makuria Credit Fund 9,865,029 1.05 - -
Wellington Global Managed Fund 40,351,500 6.70 60,508,536 6.77
Wellington Trust Collective Investment

Fund and Diversified Inflation Fund ‘ 12,774,483 .88 5,740,799 7.56
Canyon Value 10,514,897 8,437,548 2.40
Total fixed income securities 718,078,941
Portfolio modified duration 5.82

Investments with no durati
reported

Total investment;

Foreign Currency
affect the fai

purch: units in a com
international
(“ADRs”) which are not inc

accounted for at fair market/value.

e of an

led in

$ 2,516,125,733

T

$  1,540,572,434

$ 2,258,651,375

Foreign, currency risk is the risk that changes in exchange rates will
ﬁtmen‘[ or a deposit. Each investment manager, through the

stment trust fund or international equity mutual fund establishes
ities. The Plan also holds investments in American Depository Receipts

ed in the below schedule since they are denominated in U.S. dollars and

In addition, the Plarihgrinvestments in foreign stocks and/or bonds denominated in foreign currencies.

The Plan’s foreign
U.S. dollars, in thousands):

-42 -

ency exposures as of December 31, 2016 and 2015 are as follows (amounts in

Master Page # 333 of 455 - Audit Committee Meeting 1/22/2018



Foreign Currency
Holdings in US $
Argentina Peso
Dollar (Australian)
Bahraini Dinar
Bangladesh (Taka)
Botswana Pula
Brazil Cruzeiro Real
Bulgarian Lev

Dollar (Canadian)
Chilean Peso

China (Yuan Renminbi)
Colombian Peso
Croatia Kuna

Czech Koruna

Krone (Danish)
Egyptian Pound

Euro

Georgian Lari
Ghanaian Cedi

Dollar (Hong Kong)
Hungary (Forint)
Icelandic Krona

Indian Rupee

Indonesia Rupiah
Israeli (Shekel)

Yen (Japan)

Jordanian Dinar
Kazakhstani Tenge
Kenyan Shilling
Kuwait Dinar

Lebanese Pound
Malaysian (Ringgit)
Mauritius (Rupee)
Mexican New Peso
Morocco Dirham
Dollar (New Zeal.
Nigerian Naira
Krone (Norwegian)

Russian Federation Rouble
Saudi Riyal

Singapore Dollar
South Africa Rand '
South Korean Won

Sri Lankan Rupee
Krona (Swedish)
Swiss Franc

Thai (Bhat)
Dollar (Taiwan, New)
Tunisian Dinar
Turkish Lira
Ukrainian Hryvnia
UAE Dirham
Uruguayan Pesos
Vietnamese Dong
Other

Total

December 31,

December 31,

2016 2015
$ 297239 $ 356,060
44,173,581 36,638,334
293,236 266,989
319,744 239,250
77,108 90,152
5,303,903 4,680,235
5,948 3,467
21,994,856 22,397,864
624,031 3,334,238
7,786,652 7,865,310
2,057,190 5,006,485
814 249,652
&gg (1,735,533)
1,303,1 2,568,644
345211 476,692
991630,684 60,258,522
1,276,382

34,674

. 10,531 4,071,871
(96,208)

310,355 -
16,821,854 9,489,781
11,243,312 9,665,947
634,785 1,230,939
30,640,715 26,799,654
295,078 287,794
282,504 239,250
603,770 631,670
36,886 492,370
90,816 100,554
2,983,677 3,344,436
552,962 263,522
2,046,380 23,349,282
313,101 253,120
3,543,970 (2,158,637)
492,602 617,800
(1,972,015) 505,295
307,841 253,120
2,082,977 1,950,170
133,397 104,022
1,415,694 1,993,211
1,270,926 1,329,935
(198,443) 1,653,189
89,307,070 51,632,941
586,038 556,324
286,159 1,347,620
1,435,821 5,086,596
344,613 273,924
881,381 809,776
3,667,204 2,801,380
7,866,343 7,504,005
283,694 263,522
3,797,748 4,013,303
10,292,983 7,645,046
3,825,862 3,438,066
18,015,165 15,665,679
111,355 114,424
582,729 913,173

- 45,076

1,125,511 1,138,385
- 433,945

296,607 249,652
4,054,160 8,968,309
$ 417,658,297 $ 343,280,650
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CONTRIBUTIONS

The financial objective of the Plan is to fund, on an actuarial basis, the retirement and death benefits for
eligible MaBSTOA employees and beneficiaries. MaBSTOA contributions to the fund are made
annually. Contributions to MaBSTOA require the approval of the MaBSTOA Board.

Employer contributions amounted to $220.7 million and $214.9 million for the years ended
December 31, 2016 and 2015, respectively. Employee contributions amounted to $18.5 million and
$16.3 million for the years ended December 31, 2016 and 2015, respectively. Contributions made by
employees are accounted for in separate accounts maintained for each employee. Annually, these
accounts are credited with interest at 5%. Effective April 1, 1990, MaBSTOA began to deduct employee
contributions as pretax contributions under Section 414(h) of the Internal enue Code.

Pursuant to Section 7.03 of the MaBSTOA Plan, active plan members are permitted to borrow up to

75% of their contributions with interest. Their total contributions@nd interest remain intact and interest

continues to accrue on the full balance. The participant’s acc? ibution account is used as
$

collateral against the loan. The Plan granted $17.0 million and oans to members during
2016 and 2015, respectively. Loan repayments b $15.6 million and
$15.1 million in 2016 and 2015, respectively.

embers amount

Upon termination of employment before retiremefit, ¢ n partici[;)nts are entitled to nds of their
own contributions including accumulated interest less any loansOutstanding.

NET PENSION LIABILITY ‘

The components of the net pension liability of the Plan at December 6 and 2015 were as follows

(in thousands):

ember 31, December 31,

2016 2015
Total pension i $ 3,536,747 $ 3,391,989
Fiduciary net position 2,555,735 2,292,315

$ 981,012 § 1,099,674

ercentar
72.26 % 67.58 %

$ 713,280 $ 685,999

Net sion liab

iary net position
of al pension lia

Covered payroll

Net pension liability, as@ percentage
of covered payroll/ 137.54 % 160.30 %

Actuarial Methods and Assumptions—The total pension liability as of December 31, 2016 was

determined by an actuarial valuation date of January 1, 2016, that was updated to roll forward the total
pension liability to the respective year-end. Actuarial valuations are performed annually as of January 1.
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Additional information of the latest actuarial valuation follows:

Valuation date

Actuarial cost method

Amortization method

January 1, 2016
Frozen initial liability (FIL) "

For FIL bases, period specified in current
valuation report. Future gains/ losses are
amortized through the calculation of the normal
cost in accordance with FIL cost method
amortized based on expected working lifetime,
weighted by salary, of the projected population

January 1, 2015
Frozen initial liability (FIL) "

For FIL bases, period specified in current
valuation report. Future gains/ losses are
amortized through the calculation of the normal
cost in accordance with FIL cost method
amortized based on expected working lifetime,
weighted by salary, of the projected population

Actuarial asset valuation Actuarial value equals market value less Actuarial valu 1s market value less

method unrecognized gains/losses over a 5-year unrecognized gains/losses over a 5-year
period. Gains/losses are based on market period. Gains/losses are based on market
value of assets ‘of asset
Mortality Based on experience of all MTA members i

reflecting mortality improvement on a
generational basis using Scale AA

Actuarial Assumptions:
Investment rate of return 7.00%, net of investment related expenses
Projected salary increases ~ Varies by years of employ\wand employment

type

of service
Overtime xcept 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

1.375% per annum

2.50% per annum
, the initial liability has been established by the Entry Age Actuarial Cost
anges in the Unfunded Actuarial Accrued Liability (UAAL) due to plan

provisioniand assumption changes.

Until the inception of thefTier 6 provisions in 2012, amendments enacted by State legislation in 2000
reflected the most si cant changes to the plan and are summarized as follows:

For operating employees (Chapter 10 of the Laws of 2000):
e All operating employees are automatically included in the 2000 55/25 plan.

¢ FElimination of the 2.3% additional employees’ contributions applicable to members of the
55/25 plan.

e Reduction in the Tier 3 and 4 employee contribution rate from 3.0% to 2.0%.
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For managerial and nonoperating employees (Chapter 126 of the Laws of 2000):
e Vesting under the Age 57 plan required only five years of service versus ten.

e Asof October 1, 2000, regular Tier 3 and 4 employee contributions ceased after the completion of
ten years of service.

For retired members (Chapter 125 of the Laws of 2000):
e Automatic cost-of-living adjustments (COLAs). The COLAs apply to retired members as follows:

Retired or Receiving

Retirees at Least age Benefits for at Least
62 5 years
55 10
Disabled retirees \ 5
Accidental death beneficiaries 5
e Initial COLA payable September 30, 2000, bas the first«$18,000 of the m tirement
allowance.

e Thereafter, annual COLAs of 50% of the increase in the'consumer price index (CPI), but not less

than 1% or more than 3%, of the ﬁr%lS,OOO of maximum retirement allowance will be payable.
The benefit enhancements, as well as the ‘automatic, COLA for re ere reflected in the actuarial
valuation beginning with the January 1, 2000, valuation

ate legislation. Amendments included
2 members, extension of the phase-in
ilities created by Chapter 125 of the Laws of 2000
Tier 4 members.

apply for a refund of such contributions. AMC refunds
and and $692 thousand as of December 31, 2016 and 2015,

At January 1,°2016 and 20135, actuarial assets were available to fund 72.3% and 67.6%, respectively, of
the unfunded actuarial acctued liability (UAAL) when measured using the Entry Age Normal Cost
Method and the marketwalue of assets.

V4
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Calculation on Money-Weighted Rate of Return

The money-weighted rate of return considers the changing amounts actually invested during a period
and weights the amount of pension plan investments by the proportion of time they are available to earn
a return during that period. External cash flows are determined on a monthly basis and are assumed to
occur at the middle of each month. External cash inflows are netted with external cash outflows,

resulting in a net external cash flow in each month.

Schedule of Calculations of Money-Weighted Rate of Return

Net External

Net External Periods Period Cash Flows

Cash Flows Invested Weig With Interest
Beginning Value - January 1, 2016 $2,292,315,704 12.00 1.00 $2,502,222,161
Monthly net external cash flows:
January 4,341,704 11.50, 4,722,691
February 4,343,937 1050 4,692,116
March 4,343,937 S0 4,655,262
April 4,343,937 8.50 4,622,746
May 4,343,937 7.50 0.63 90,457
June 4,343,937 6.50 0.54 4,554,401
July 4,343,937 5.50 0.46 4,522,589
August 343,937 4.50 0.38 4,491,000
September },343,937 3.50 4,455,725
October 4,343,937 2.50 4,424,603
November 4,343,937 0 0.13 4,393,698
December 3,378,850 0.03 2,287,743
Ending Value - December 3 $2,555,735,19 $2,555,735,192
Money-Weighted Rate urn 9.16%

e 4 Net External

Net External Periods Period Cash Flows

Cash Flows Invested Weight With Interest
Be Value - January [ ,293,331 12.00 1.00 $2,241,439,352
Month external cash flow
January 4,487,720 11.50 0.96 4,442,344
February 4,487,720 10.50 0.88 4,446,107
March 4,487,720 9.50 0.79 4,450,345
April 4,487,720 8.50 0.71 4,454,116
May / 4,487,720 7.50 0.63 4,457,890
June 4,487,720 6.50 0.54 4,462,139
July 8,968,720 5.50 0.46 8,925,152
August 5,144,720 4.50 0.38 5,124,066
September 5,144,720 3.50 0.29 5,128,950
October 5,144,720 2.50 0.21 5,133,295
November 5,144,720 1.50 0.13 5,137,644
December (5,287,934) 0.50 0.04 -5,285,696

Ending Value - December 31, 2015 $2,292,315,704

Money-Weighted Rate of Return -1.05%
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Expected Rate of Return on Investments—The long-term expected rate of return on pension plan
investments was determined using a building-block method in which best-estimate ranges of expected
future real rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class included in the pension plan’s target asset allocation as of the
December 31, 2016 and 2015 actuarial valuations are summarized in the following table:

Asset Class

U.S. Core Fixed Income
U.S. High Yield Bonds
Global Bonds

Emerging Market Bonds
U.S. Large Cap

U.S. Small Cap

Global Equities

Foreign Developed Equities
Emerging Market Equities
GLOBAL REITs

Private Real Estate Property
Private Equity

Hedge Funds - MultiStrategy

Total

Assumed Inflation—Mean

Assumed Inflation—St rd Deviation
Portfolio Arithmeti turn
Portfolio Standard.Deviation

Return

Index

Barclays Aggregate
BAML High Yield
Citi WGBI

JPM EMBI Plus
S&P 500
Russell 2000

IT Dev%d
NCREIF Property

Cambridge Private Equity
Fund Wtd Composite
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Target
Allocation

0.00 %
8.00 %
10.00 %
3.00 %

15.00 %

Long-Term Expected
Real Rate of Return

1.67 %
5.04 %
0.28 %
3.78 %
4.80 %
6.06 %
5.49 %
6.06 %
8.39 %
577 %
3.64 %
8.99 %
345 %

2.50 %
1.85 %
7.03 %
11.54 %

7.00 %
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Target Long-Term Expected

Asset Class Index Allocation Real Rate of Return
U.S. Core Fixed Income Barclays Aggregate 10.00 % 211 %
U.S. High Yield Bonds BAML High Yield 8.00 % 432 %
Global Bonds Citi WGBI 10.00 % 0.82 %
Emerging Market Bonds JPM EMBI Plus 3.00 % 517 %
U.S. Large Cap S&P 500 10.00 % 5.09 %
U.S. Small Cap Russell 2000 5.50 % 6.26 %
Global Equities MSCI ACWI NR 10.00 % 5.67 %
Foreign Developed Equities MSCI EAFE NR 10.00 % 6.06 %
Emerging Market Equities MSCI EM NR 3.50 % 8.21 %
GLOBAL REITS FTSE EPRA/NAREIT Developed % 5.98 %
Private Real Estate Property NCREIF Property 3.00 % 3.84 %
Private Equity Cambridge Private Equity 7.00 % 9.17 %
Hedge Funds - MultiStrategy HFRI Fund Wtd Composite 15.00 % 4.20 %
Total

Assumed Inflation—Mean 2.50 %

\ 1.89 %

Portfolio Arithmetic Mean Return 731 %

%

Assumed Inflation—Standard Deviation

Portfolio Standard Deviation 11.67 %

Long-Term Expected Rate of Return 7.00 %

of December 31, 2016 and 2015 was
ine the diScount rate assumed that plan member
¢ and that the Plans’ contributions will be made in
he Actuary. Based on those assumptions, the

ed to measure th
s 'used to dete
t the current contribution
ontributions determine

Discount Rate—The discount
7.0%. The projection of
contributions will be ma
accordance with the s

nges in the Discount Rate—The following presents the net
the discount rate of 7.00 percent; as well as what the Plan’s net
d usifig a discount rate that is 1-percentage point lower (6.00 percent) or
1-percentage po i . nt) than the current rate for years 2016 and 2015 respectively:

1% Current 1%
2016 Decrease Discount Rate Increase
(in thousands) / 6.00% 7.00% 8.00%
Net pension liability $1,376,916 $ 981,012 $ 643,826

1% Current 1%
2015 Decrease Discount Rate Increase
(in thousands) 6.00% 7.00% 8.00%
Net pension liability $1,480,961 $1,099,673 $ 775,092
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CUSTODIAL AND OTHER PROFESSIONAL SERVICES

JP Morgan Chase Bank is custodian and trustee of plan assets with the exception of Mellon asset
management investments in which Mellon Bank N.A. is the custodian. JP Morgan Chase also provides
cash receipt and cash disbursement services to the Plan. NEPC reviews the Plan’s portfolio, the
investment policies as stipulated by the Investment Committee and the performance of the Investment
Managers. NEPC also provides audit services for the Plan’s equity portfolios. Actuarial services were
provided to the Plan by Milliman Inc.

SUBSEQUENT EVENTS

Subsequent events have been evaluated through January 22, 2018.

% ok ok ok ok ok
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REQUIRED SUPPL MATION
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SCHEDULE |

MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF CHANGES IN THE EMPLOYERS’ NET PENSION LIABILITY AND RELATED RATIOS

(in millions)
20‘A 2015 2014

Total pension liability:

Service cost $ 82 $ 77 $ 72
Interest 237 232 224
Changes of benefit terms - - -
Differences between expected and actual experience » 14 (69) )
Benefit payments and withdrawals (188) 180) (175)
Net change in total pension liability \ 145 0 119
Total pension liability—beginning 3,391 3,331 3,212
Total pension liability—ending (a) ‘ ,536 3,391 3,331
Plan fiduciary net position:
Employer contributions 221 215 226
Employee contributions 18 16 15
Net investment income 212 (24) 105
Benefit payments and withdrawals (188) (180) (175)
Administrative expen - - -
Other - - -
Net change in plan,fiduciary net position 263 27 171
2,292 2,265 2,094
2,555 2,292 2,265

$ 981 $§ 1,099 § 1,066

of the total pension li 72.26 % 67.58 % 68.00 %

Covered-employee payroll 713 686 672

Employer’s net pension liability as a percentage
of covered-employee payroll 137.54 % 160.30 % 158.74 %

Note: Information for periods prior to 2014 was not readily available.
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SCHEDULE II

MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS A

(in thousands)
€N

overed- Contributions as a
Employee Percentage of
. Payroll red-Employee Payroll

Fiscal Year Actuarially Actual Contribution
Ending Determined Employer Deficiency/
December 31, Contribution Contribution (Excess)

2016 $220,486 $220,697 $ 713,280 %
2015 214,881 214,881 998

2014 226,374 226,374 3

2013 234,474 234,474 - 582,081 40.28
2012 228,918 228,918 - 575,989 39.74
2011 186,454 186,454 - 32.16
2010 200,633 200,633 33.94
2009 204,274 204,274 - 35.88
2008 201,919 201,919 - 3591
2007 179,228 179,228 34.49

y
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MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS

Note to Schedule II:
The more significant actuarial assumptions and methods used in the calculation of employer contributions to the Plan
the years ended December 31, 2016 and 2015, are as follows:

Valuation Dates January 1, 2016

Actuarial cost method Frozen initial liability (FIL) (1)

N
Amortization method For FIL bases, period specified in current valuation
report. Future gains/losses are amortized through
the calculation of the normal cost in accordance
with the FIL cost method amortized based on
expected working lifetime, weighted by salary, of
the projected population

ost in accordance

Actuarial asset valuation method Actuarial value equals market value less un
gains/losses over a 5-year period. Gains/losst

based on market value of assets

et value less unrecognizec
iod. Gains/losses are

Interest rate Net rate of 7.0% for 2015, per annum,

net of investment expenses

Inflation 2.5% per annum

vles based on rece’ experience

Deaths after retirement

Separations other than
for normal retirement

Tables based on re
by age, years of sel
All members are assu:

Rates of normal retirement S

cars of service at retirement and Tier/Plan.

bers are assumed to retire by age 80

Salary increases 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 employees per year,

depending on years of service

Overtime I 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. For Tier 6 members, all overtime

was assumed to be less than overtime cap

Cost-of-living adjustments 1.375% per annum (2)
if applicable

Provision for expenses An average of t]

charges added to

or two years’ administrative
¢ normal cost

An average of the prior two years’ administrative
charges added to the normal cost

(1) Under this actuarial method, the initial liability has been established by the Entry Age Actuarial Cost Method for determining changes

in the Unfunded Actuarial Accrued Liability (UAAL) due to plan provision and assumption changes.
(2) Assumes a long-term consumer price inflation assumption of 2.5% per annum, compounded annually.
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January 1, 2014

Frozen initial liability (FIL) (1)

- =
ified in current valuatiod:IL bases, period specified in current valuation
are amortized through +— ¥eport. Future gains/losses are amortized through

the calculation of the normal cost in accordance
with the FIL cost method amortized based on
expected working lifetime, weighted by salary, of
the projected population

Actuarial value equals market value less unrecognized
gains/losses over a 5-year period. Gains/losses are
based on market value of assets

Net rate of 7.0% for 2014, per annum,
net of investment expenses

2.5% per annum

Tables based on recent experience

Tables based on recent experience

Tables based on recent experience. Rates vary
by age, years of service at retirement and Tier/Plan.
All members are assumed to retire by age 80

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 employees per year,
depending on years 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. For Tier 6 members, all overtime
was assumed to be less than overtime cap

1.375% per annum (2)
An average of the prior two years’ administrative

charges added to the normal cost

(continued)



SCHEDULE Il

MANHATTAN AND BRONX SURFACE TRANSIT
OPERATING AUTHORITY PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF INVESTMENT RETURNS

The money-weighted rate of return considers the changing amounts actually ‘N during a period and
weights the amount of pension plan investments by the proportion of timedthey are available to earn a
return during that period. The following table displays the annual mon -We1 ted rate of return calculated
net of investment expense for the Plan for:

Fiscal Year Annual
Ended Money-Weighted
December 31 ate of Return
2016 \ 9.16 %

2015 (1.05)
2014 4.95

Note: Information for periods prior to 2014 was not'teadily available.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Managers of Pensions
Metropolitan Transportation Authority Defined Benefit Pension Plan

Report on the Financial Statements

of the Me litan Transportation
ecember 31, 2016 an 5, and the related
ended,and the related notesitosthe financial
ements as list% the table of

We have audited the accompanying statements of plan ne
Authority Defined Benefit Pension Plan (the “Plan”) as
statements of changes in plan net position for the yea
statements, which collectively comprise the Plan’s bas
contents.

Management’s Responsibility for the F inanciQatements
Management is responsible for the preparation and fair presentatlon of these financial statements in
accordance with accounting principles generally accep United/ States of America; this includes

the design, implementation, and maintenance of .inte elevant to the preparation and fair
presentation of financial Ws that are free sstatement, whether due to fraud or
error.

Auditors’ Responsibility

material

Our responsibili
conducted

expre opi e financial statements based on our audits. We
ceordance with auditing standards generally accepted in the United States of
ose standards req ire that plan and perform the audits to obtain reasonable assurance
1 the financial stat ents ar& from material misstatement.

An audit involves, performing procedures to obtain audit evidence about the amounts and disclosures in
the financial st ents. The procedures selected depend on the auditor's judgment, including the
assessment of the r f material misstatement of the financial statements, whether due to fraud or error.
In making those risk ssments, the auditor considers internal control relevant to the Plan'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 purpose of expressing an opinion on the effectiveness of the Plan'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 Plan
net position as of December 31, 2016 and 2015, and the respective changes in plan net position for the
years then ended in accordance with accounting principles generally accepted in the United States of
America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America!equire that the Management’s
Discussion and Analysis on pages 3 through 9 and the Schedule of Changes in the Employers' Net
Pension Liability and Related Ratios-Schedule I on page 54; i
Schedule II on page 55-56; and Schedule of Investment Retu age 57 be presented to
supplement the basic financial statements. Such informatio
statements is required by the Governmental Accounti
essential part of financial reporting for placing t asic financial statements inhane appropriate
operational, economic, or historical context. We have a in limited procedu% the required
supplementary information in accordance with auditing sta erally accepted in‘the United States
of America, which consisted of inquiries of management abo methods of preparing the information
and comparing the information for consistéhey with manageme sponses to our inquiries, the basic
financial statements, and other knowledge we ined during our audityof the basic financial statements.
We do not express an opinion or provide any assuranceon the informati because the limited procedures

do not provide us with sufficient evidence to express a or prov any assurance.
January 22, 2018

.
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2016 AND 2015 (UNAUDITED)

This management’s discussion and analysis of the Metropolitan Transportation Authority Defined Benefit
Pension Plan (the “Plan”) financial performance provides an overview of the Plan’s financial activities for the
years ended December 31, 2016 and 2015. It is meant to assist the reader in understanding the Plan’s financial
statements by providing an overall review of the financial activities during the, two years and the effects of
significant changes, as well as a comparison with the prior year’s activity’and tesults. This discussion and
analysis may contain opinions, assumptions, or conclusions by the MTA’s management that should not be
considered a replacement for, and is intended to be read in conjunction with.the Plan’s financial statements
which begin on page 10.

Overview of Basic Financial Statements

The following discussion and analysis is intended to serv
The basic financial statements are:

provides information about the nature and a
presently controls (assets), consumption of

resent service capacity that the Plan
is applicable to a future reporting
ources that the Plan has little or no
discretion to avoid (liabilities), and acquisition, of ne by thesPlan that is applicable to a future
reporting period (deferred inflow of resources) withithe difference between assets/deferred outflow of
resources and liabilities/de flow of resources being reported as net position. Investments are shown
at fair value. All other assets and liabilities are determined on an accrual basis.

e The Statements of Changes in Plan Net Position - ‘present the results of activities during the year. All

changes affecting the assets andliabilities of.the Plan are reflected on an accrual basis when the activity
e timing of the related cash flows. In that regard, changes in the fair values of
investme i in'the year’s activity as net appreciation (depreciation) in fair value of investments.

o Financial Statements !provides additional information that is essential to a full

of the data provided in+he financial statements. The notes present information about the
Plan’s accounting policies, significant account balances and activities, material risks, obligations,
contingencies, a bsequent gvents, if any.

y

ry/Information - as required by the Government Accounting Standards Board
(“GASB”) includes the Schedule of Changes in the Employer’s Net pension Liability and Related Ratios,
Schedule of Employer Contributions, and Schedule of Investment returns.

The accompanying financial statements of the Plan are presented in conformity with accounting principles
generally accepted in the United States of America as prescribed by the GASB.

_3-
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CONDENSESD FINANCIAL INFORMATION AND ANALYSIS

Plan Net Position
December 31, 2016, 2015 and 2014

(Dollars in thousands) Increase / Decrease
2016-2015 2015-2014
2016 2015 2014 $ % $ %

Cash and investments $ 3.433,122 §$ 3,096,159 §$ 3,082,790 $ 336,963 109 $ 13,369
Receivables and other assets 1,753 2,243 127,137 (490)  (21.8) (124,894)  (98.2)
Total assets $ 3,434,875 $ 3,098,402 $ 3,209,927 $ 336,473 109 § (111,525
Due to broker for securities

purchased 2,391 18,771 57,9 (87.3) (39,207)  (67.6)
Otbher liabilities 12,513 4,854 86,72 157.8 (81,875) (94.4)
Total liabilities 14,904 23,625 8,7 (36.9) (121,082)  (83.7)
Plan net position
restricted for pensions $ 3,419971 $ 3,074,777 345,194 9,557
December 31, 2016 versus December 31, 2015
Cash and investments at December 31, 2016 werti 433.1 million re ting an increase of $337.0 million or

10.9% from 2015. This increase is a result of inv ctivity and pla ibutions net of benefit payments

and expenses during 2016.

Receivables and other assets net of liabilities at December 31, 2016 decreased by $8.2 million or 215.9% from
2015. The is due primarily to a in interest and'dividend receivables in the amount of $0.5 million, and a
decrease in net securities at the ‘end, of 2015 in amount of $16.4 million, offset by an increase in
liabilities related to inve anagement fees of $2.0 million, administrative expenses of $0.5 million and
amounts due for employer c ution/ to_the Long Isla ailroad Additional Plan in the amount of $6.2
million.

4
The plan net trust for pension benefits increased by $345.2 million or 11.2% in 2016 as a result of

the change ed above. \ r

December 31, versus December 31, 2014

ecember/31, 2015 were $3,096.2 million representing an increase of $13.4 million or
se is4a result of investment activity and plan contributions net of benefit payments

Cash and investment
0.4% from 2014. This 1
and expenses during 2015.

Receivables and other assets net of liabilities at December 31, 2015 increased by $3.8 million or 21.2% from
2014. The is due primarily to a decrease in collateral fund receivable in the amount of $80.8 million, and a
decrease in net securities sold at the end of 2014 in the amount of $43.9 million, offset by a decrease in forward
currency contracts in the amount of $80.1 million.

The plan net position held in trust for pension benefits increased $9.6 million or 0.3% in 2015 as a result of the
changes noted above.

4.
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‘Chyan_ges‘in !’la_n__Net Position
December 31, 2016, 2015
and 2014

(Dollars in thousands)

Increase / Decrease

2016-2015 2015-2014
2016 2015 2014 $ % $ %
Additions:
Net investment income $ 247,708 $  (45,122) $§ 102,245 $ 292,830 649.0 $ (147,367)  (144.1)
Transfers and contributions 310,160 256,213 357,265 53,947 21.1 (101,052) (28.3)
Total net additions 557,868 211,091 459,510 346,777, ]{4.3 (248,419) (54.1)
Deductions:
Benefit payments 209,623 199,572 191,057 0,051 $ 8,515 4.5
Administrative expenses 3,051 1,962 9,600 1,089 (7,638) (79.6)
Total deductions 212,674 201,534 877 0.4
Net.iflcrease in Plan net 345,194 9,557 (96.3)
position
Plan net position
restricted for pensions:
Beginning of year 3,074,777 2,806,367 0.3 258,853 9.2
) End of year $ 3,419,971 65,220 112§ 9,557 0.3

December 31, 2016 versus Dece

¢

ed by $292.8 million or 649.0% in 2016 due to net investment gains of $247.7
$45.1 million experiencedsn 2015.

Net investment income in
million in 2016 versus n

Contributions incr
Determined Co C”) for 2016. o

()Q millio .0% over the prior year due to a continuing trend of increases
in the numbe tirees and benefits adjustment in 2016.

es increased/ by $1.1 million, or 55.5% over 2015. This increase is due primarily to
or Varioy services provided to the Plan.

Administrative exp
expenses charged in

December 31, 2015 versus December 31, 2014

Net investment income decreased by $147.4 million or 144.1% in 2015 due to net investment losses of $45.1
million in 2015 versus net gains of $102.2 million in 2014.

Contributions decreased by $101.1 million or 28.3% in 2015 compared to 2014 as a result of the Actuarial
Determined Contributions (“ADC”) for 2015.

Benefit payments increased by $8.5 million or 4.5% over the prior year due to a continuing trend of increases in
the number of retirees and benefits adjustment in 2015.

-5-
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Administrative expenses decreased by $7.6 million, or 79.6% over 2014. This decrease is due primarily to a
reduction in an offshore tax liability investment charge of $6.0 million, and a reduction in other fees and
expenses charged in 2015 for various services provided to the Plan.

Economic Factors

Market Overview and Outlook — 2016

Despite investors entering the year with a myriad of concerns; such as soft economic growth in the United States
(“U.S.”) and China, elevated valuations in nearly every market and asset class, and rising geopolitical tensions,
performance proved to be robust and resilient across almost all major markets€After a weak 2015 appetite for
risk was hearty as equities continued to march ever higher in the U.S., Japangand Emerging Markets and returns
were strong in the riskier corners of fixed income in investment grade, high yield, and emerging markets bonds.

Market performance was framed by a rather benign macro environme beit with some transitory
complications. In 2015, eyes had turned toward a weakening Chinése ecenomy, r ing in commodity markets
continuing their steep decline and volatility rising across thé equit markets. Emerging
i experienced sharp

declines in 2015. As the calendar flipped from 2015 to2 erging markets
rallied significantly off their 2015 lows. Europe was aga as Brexit caused
momentary anxiety that evaporated within days of the history-m ote. Nonetheless, Europe and the United

In the U.S., the Federal Reserve held off raising i . well off the pace and trajectory
forecast by markets heading into 2016. The Dece e weeks after Donald Trump’s election to the
Presidency, which fueled a strong equities market ‘push i quartef behind expectations for regulatory
reform, repeal of the Affordabl e Act, and a're-writing of the U.S. Tax Code. How realistic these
expectations are will play out i d.2018 ahead of the mid-term election cycle will remain to be seen.

Macro Themes
e Tepid global growth continuing
e Central Ban icy divergencey U.S. tightenifigswhile Europe and Japan eases

in emerging,markets and commodities
ations and increasing leverage

The macro pi1 was framed by tepid glob%wth in 2016, with the likelihood that below average economic
performance wouldycontinue into 2017 and 2018. Developed markets look to remain lukewarm, with Gross
Domestic Product (“GDP”) growth struggling to break through the (+3.0%) level globally and perhaps likely to
fall short in the U.S., ope, or Japan in 2017 or 2018 according to both the International Monetary Fund
(“IMF”) and World Ban flation remains subdued across the developed markets while currency depreciation
in emerging markets have led to spikes in inflation. The U.S. is in an environment where short-term interest
rates will likely rise over the'next two years; Europe and Japan are in a decidedly different place. Weak demand
and low inflation in Europe and Japan have led to further central bank intervention and easing. The continued
European Central Bank intervention in credit and bond markets may lead to problems down the road. In
emerging markets, central banks have moved to increase interest rates in order to tame both inflation and capital
outflows. The slower pace of U.S. interest rate increases has continued to result in a U.S. dollar weakening a bit
from highs in 2015 and 2016, potentially easing some strain on the U.S. manufacturing and exporting sectors.

Europe continues to be impacted by high levels of public debt, fractious politics and low economic growth. Like
emerging markets, a significant portion of Europe’s export engine is tied to Chinese demand and growth. Lower
growth in China will place pressures on Europe, in particular net exporters, such as Germany. Debt levels have
not yet moderated post-financial crisis and flare-ups in periphery countries, such as in Greece, Portugal, Italy,
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and Spain, are likely to continue as growth remains challenged and reforms and austerity lose support. Banks
will continue their deleveraging cycle should new rules (Basel III) on risk capital are implemented. In Japan,
where banks are in better health, high public debt, low growth, a weakening regional economic picture, and
aging demographics will challenge the government in delivering their growth and inflation targets.

Emerging markets posted solid returns in 2016 as the impact of capital flows due to the U.S. interest rate
increases were much lower than expected. The main emerging markets, Brazil, Russia, India and China, defined
as the “BRICs” all face their own challenges. Brazil faces high inflation, high interest rates, low growth, and a
government beset by allegation of corruption. China, in attempting to shift from being manufacturing- oriented
to a consumer-based economy, faces significant pressures to meet its growth target of (+7.0%) per year and will
face a significant leadership election in late 2017. Russia remains impacteddrom lower energy prices and
economic sanctions. Finally, India seems to continually disappoint in liberalizibg 1ts\economy and implementing
the structural reforms necessary to unleash its potential.

United States

Markets in the U.S. were strong for the year and were amongst.thetbest per rs in 2016. Unlike other
regions, the U.S. appears to be on relatively sound footing, wit loyment dec to very low levels and
the remaining hangovers from the 2008 financial crisis app g to fully dissipate. Th er economic picture

provided the Federal Reserve enough leeway to raise in December, a sell-off in

government bond markets.

Equity

o Surprising and solid year for stocks
Valuations stretched

Risk Indulging — Small Cap outperformed Latrge icals outp
Value leads growth on Bank sector performance
, equity markets,sét for another low-return year

ormed Defensives;

¢ Barring significant develo

ly positive; with the S 500 and Russell 1000 indices posting returns of
ively. Small Cap and Cap indices outperformed large cap. Small Cap, as
ex, returned (+21.3%). T ussell Mid Cap Index lagged but still managed to

Large Cap stocks were st
(+12.0%) and (+12.1%),
measured by the Russell 2000
post a (+13.8%) retu

there was significant performance dispersion across the sectors. Cyclical Sectors performed
y (+28.0%), Financials (+22.7 nd Industrials (+20.0%) leading the charge higher. Healthcare
te (+3.2%), and Consumer Staples (+5.0%) were the lagging sectors. This divergence shows
investors’ appetite shifted from 2015, whén defensive and yield oriented sectors were the best performing
segments of the S&P»500. In 2016, investors shifted towards sectors tied to economic growth (Energy and
Industrials) or those t ay benefi} from deregulation (Financials).

Fixed Income
The return of an appetite for risk was also evident within the U.S. Fixed Income markets. Treasuries returned
(+1.0%) for the year, although this sector was impacted particularly hard in period after the U.S. Election as the
Federal Reserve increased interest rate. The 4™ quarter return of (-3.8%) was amongst the worst 3 month return
in Treasuries in quite some time. Government bonds will likely not provide the safe haven status previously
counted on by investors going forward given the Trump Administration’s pledges on spending/stimulus and the
populist tone of the campaign. Credit outperformed Treasuries for the year, with (+5.6%), although it too gave
back significant performance in the 4" quarter (-3.0%). High yield posted impressive gains, as worries in the
Energy sector that significantly impacted the market in 2015 gave way to optimism that defaults would not be
nearly as extreme as anticipated. High Yield not only posted a strong return for the year (+17.1%) but unlike
other areas of fixed income, was also positive in the 4™ quarter (+1.8%). Volatility entered the fixed income
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markets significantly in the back half of the year. High Yield held steady in the face of rising interest rates as
higher quality and more liquid segments of the market lost value.

I nternational Developed

e Weak year in Developed Markets (U.S. dollar returns)

e Eurozone and United Kingdom slightly negative for the year

e Japan and Far East positive performers

e Equity valuations in developed markets appear relatively cheaper than the U.S.
e Low returns in fixed income in 2016 and expected through 2017

Europe muddled through another year in 2016 and seemed to never quite hit itsstride even as growth projections
continued to improve. In U.S. dollars, Europe and United Kingdom equities post&i negative performance in
2016. Much of the negative performance as due to currency movements; as both the Euro and Sterling
depreciated against the U.S. dollar in 2016. Brexit led to a historical i Sterling through the summer
and fall and the effects of the decision to leave the European Union to be realized. Unlike the
U.S., equity valuations appear a little more attractive in Europe ihood that investors will
shift their focus from U.S. to European Equities. In Asia, mo ositive performance,
albeit relatively tepid performance in U.S. dollar terms.

ay take
ere:may be
eveloped markets po

t bonds, with’corporate and asset-
al Treasuries returned (+1.6%) in 2016,
h of the negative performance can be
relative strength of the U.S. dollar,

Fixed income markets in Europe and Japan are largely centere
backed issuance making up a fraction of the overall markets.
although 4™ quarter was particularly unkind with a (-8.5%) return.
attributed to market responses to the interest rat
and the return to risk taking across most markets.

Emerging Markets
¢ Solid year in Emerging M
Major rebound from p
Brazil, Russia, and

U.S. dollar returns)

in 2015

nd posted big years

Mexico and Turkey wo rformers

e Emerging Market Bonds reversed recent performance losses with strong calendar year
e Noendi atility and macro risks remain elevated

Emerging ets posted strongyperforman investor appetite for risky assets extended into emerging
markets d bonds. The broad emerg%arkets index returned (+11.2%) for the year. Of the markets
tracked by Mo Stanley Country Index (¥MSCI”), Brazil (+66.8%), Russia (+55.5%) and Thailand (+19.6%)

posted the strongest gams China was a notable laggard for the year, with its (+1.1%) gain trailing the broader
markets and the maj of its large country peers. Performance of the bond markets of emerging markets was
encouraging. Both ha rrency/and local currency bond posted solid years in performance. Hard currency
bonds, which are predominately'issued in U.S. dollar, returned (+10.2%) in 2016. Local currency bonds, which
are more susceptible to risk-off periods and capital flight, returned (+9.9%) for the year.

Commodities

¢ Rebounded from one worst years on record for commodities
o Little expectation for a full recovery in commodity prices in the near term

Commodity indices posted positive performance in 2016, with the broad Bloomberg Commodity Index up
(+11.8%). Industrial metals (iron ore, zinc, nickel, aluminum, and copper) all posted strong performance for the
year. Also reversing recent history with a rebound in performance were oil and natural gas. Precious metals,
consistent with a risk-on attitude from investors, lagged the overall commodity market and the other main
sectors.
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Contact Information

This financial report is designed to provide a general overview of the Metropolitan Transportation Authority
Defined Benefit Pension Plan’s finances. Questions concerning any data provided in this report or requests for
additional information should be directed to the Comptroller, Metropolitan Transportation Authority, 2
Broadway, 16" Floor, New York, NY 10004.
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

STATEMENTS OF PLAN NET POSITION
AS OF DECEMBER 31, 2016 AND 2015

2016

ASSETS:
Cash $ 5,436,647
Investments (Notes 2 and 3):
Investments measured at fair value level
Investments measured by net asset value

2015

$ 45,274,024

654,863,498
2,396,020,885

Total investments

3,050,884,383

Receivables:
Accrued interest and dividends
Other receivable

Total receivables 1,752,589

1,872,900
370,247

2,243,147

Total assets 3,434,874,525

3,098,401,554

LIABILITIES:

Due to broker for securities purchased 2,390,876 18,770,581
Due to broker for investment fee ,535,137 2,094,181
Due to broker for administrative expenses 181,389 135,439
Due to MTA for administrative expenses 2,457,587 2,157,638
Due to MTA Long Island Railroad Additional Plan - Employef contrlbu 10 6,185,474 -
467,060

23,624,899

Other liabilities 153,125
Total liabilities 14,903,588
PLAN NET POSITION RESTRI IONS 3,419,970,937

§ 3,074,776,655

.
See notes to ﬁnm

-10 -

Master Page # 358 of 455 - Audit Committee Meeting 1/22/2018



METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

STATEMENTS OF CHANGES IN PLAN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016
ADDITIONS:
Investment income:
Net realized and unrealized gains or (losses) $ 252,282,066
Dividends
Interest

2015

(53,175,371)
28,525,943
6,248,227

Total investment income/(loss)
Less:

Investment expenses (39,194,

(18,401,201)

(26,720,680)

247,708,694

Net investment income/(l1oss)

Contributions:
Employer:

W(45,121,881)

Metro-North Commuter Railroad Company 99,082,552 70,500,320

Long Island Rail Road Company ,000 68,500,000

Metropolitan Transportation Authority Headquarte 00,000 30,600,000

MTA Bus Company \4 4,299,995 45,928,494

Staten Island Rapid Transit Operating Authority 5,885,196 6,164,903

Employee 29,392,213 34,518,682

Total contributions 310,159,956 256,212,399

p

Total additions 557,868,650 211,090,518
DEDUCTIONS:

Benefits to participants 209,623,034 199,571,600

Admini Ve, expenses 3,051,334 1,962,239

Total deductions 212,674,368 201,533,839

NET INCREASE IN P ET PQSITION 345,194,282 9,556,679

PLAN NET POSITION RES
Beginning of year

CTED FOR PENSIONS
3,074,776,655

3,065,219,976

End of year $ 3,419,970,937

$ 3,074,776,655

See notes to financial statements.
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

1.

PLAN DESCRIPTION

The following brief description of the Metropolitan Transportation Authority (the “Authority”) Defined
Benefit Pension Plan (the “Plan”) is provided for general information purposes only. Participants should
refer to the Plan document for more complete information.

General — The Plan represents a cost-sharing employer defined benefit pension plan sponsored by the
Authority and administered by the Board of Managers of Pensio ing:

(c) represented MTA Long Island Rail Road employees hired after January 1, 1988, covered by
collective bargaining agreements w rovide for participation in the plan effective January 1,
2004;

(d) certain represented MTA Metro-North ‘Railroad employees covered by collective bargaining
agreements which provide for participation in the'plan effective’on or after January 1, 2004;

MTA Long Island Rail Road employees hired prior to January 1,

\

(f) Metropolitan Suburban Bus Authority. (“MTA Long Island Bus”) provided public service in Nassau

and Q ties. The Authority’s Lease and Operating Agreement with Nassau County, dated
Janua as terminated effective December 31, 2011. As of January 1, 2012,

e i er,a member of the MTA Group. Represented and management
jletropolitan Subur ity (“MTA Long Island Bus”) employees hired prior to

January. 24, 1983 and ong Island Bus person employed by the MSBA Employees’
Pension Trust prior to July 29, 1998 under the MSBA Employees’ Pension Plan remained vested
employees inthe plan;

(g) represented an
(“MTA Staten Is

ment employees of the Staten Island Rapid Transit Operating Authority
ailway”) effective January 1%, 2005;

(h) certain represented and management employees of MTA Bus Company (“MTA Bus”), including
represented and non-represented employees who were formerly employed by Liberty Lines Express,
Inc., New York Bus Tours, Inc., Command Bus Company, Green Bus Lines Inc., Jamaica Buses
Inc., Triboro Coach Corporation and represented employees formerly employed by Queens Surface
Corporation; and

(i) participants in the MTA Defined Benefit Pension Plan 20 Year Police Retirement program (“MTA
Police™).

The Plan contains multiple and distinct benefit structures for MTA Metro-North Railroad and MTA
Long Island Rail Road management employees, for MTA Metro-North Railroad and MTA Long Island
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Rail Road represented employees, MTA Police, MTA Long Island Bus employees and MTA Staten
Island Railway employees. In addition, there are multiple but distinct benefit structures for the
employees of MTA Bus which are based on the plans covering those employees prior to their becoming
MTA Bus employees. Assets and liabilities are pooled and a single cash contribution amount and annual
pension cost is determined. The Plan is designed to satisfy the applicable requirements for governmental
plans under Section 401(a) and 501(b) of the Internal Revenue Code. Accordingly, the Plan is tax-
exempt and is not subject to the provisions of the Employee Retirement Income Security Act (“ERISA”)
of 1974.

Membership of the Plan consisted of the following as of January 1, 2016 and 2015, respectively, the date
of the latest actuarial valuations:

2016 2015

17,670 17,156
10,701 11,382
1,439 1,417

Active Plan Members
Retirees and beneficiaries receiving benefits
Vested formerly active members not yet receiving benefits

Total 29,955

Funding for the Plan is provided by the Authorit

is made on a discretionary basis. The con
be, dependent upon the receipt of adequate

Plan Administration — The Defined Benefit Plan is administéred by the Board of Managers of Pensions
which comprised of:

Designation of O
holding a position
Secretary who shall motify the other members of the Board of Managers, designate another
individualy, not then ember of the Board of Managers, to serve in that member’s stead, in
accordan ith pro
authorizatio revoked by the designating member at any time in writing filed in the same
manner.

(c) The Board of Managers shall be the agent for the service of legal process with respect to the Plan.
No bond or other security is required in any jurisdiction of the Board of Managers or any member
thereof except as required by law.

Pension Benefits — Retirement benefits are paid from the Plan to covered MTA Metro-North Railroad,
MTA Staten Island Railway and post —1987 MTA Long Island Rail Road employees as service
retirement allowances or early retirement allowances. A participant is eligible for a service retirement
allowance upon termination if the participant satisfied both age and service requirement. A participant is
eligible for an early retirement allowance upon termination if the participant has attained age 55 and
completed at least 10 years of credited service. Terminated participants with 5 or more years of credited
service who are eligible for a deferred vested benefit are not eligible to receive a service retirement
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allowance or early retirement allowance. Deferred vested benefits are payable on an unreduced basis on
the first day of the month following the participant sixty-second birthday. Effective in 2007, members
and certain former members who become (or became) employed by another MTA agency which does
not participate in the Plan continue to accrue service credit based on such other employment. Upon
retirement, the member’s vested retirement benefit from the Plan will be calculated on the final average
salary of the subsequent MTA agency, if higher. Moreover, the Plan benefit will be reduced by the
benefit, if any, payable by the other plan based on such MTA agency employment. Such member’s
disability and ordinary death benefit will be determined in the same way.

Retirement benefits are paid from the Plan under the MTA 20-Year Police Retirement Program. A
participant is eligible for service retirement at the earlier of completing 20 years of credited Police
service or attainment of age 62. Terminated participants with five years of credited police service, who
are not eligible for retirement, are eligible for a deferred benefit. Defe es&ed benefits are payable on
the first of the month following the participant’s attainment of age 5

Retirement benefits paid from the Plan to covered represen
retirement allowances or early retirement allowances. Under
employees at Baisley Park, Eastchester, La Guardia, Spring

represented employees at College Point Depot, JFK,
retirement allowance upon termination if the parti t has attained age 65 andcompleted at least 5
years of credited service or if the participant h skd completed at least 20 years of
credited service. A participant hired prior to June 2 aisley Park, College Point, and La
Guardia Depots is eligible for an early retirement allowanee if the participant has attained age 55 and
completed 20 years of credited service. inated participants with 5 or more years of credited service
who are not eligible to receive a service t allowance or retirement allowance are eligible

for a deferred vested benefit. Deferred ves its are payable nreduced basis on or after the
participant attains age 65.

employees include service
covering all represented

At Baisley Park, Far Roc
represented employee i

FK, La Guardiadand Spring Creek Depots, a participant who is a non-
an early retirement allowdnce upon termination if the participant has
attained age 55 and.¢ ars of service.\Terminated participants with five or more years of
credited service who a le to receive asefvice retirement allowance or early retirement
allowance are eligible for a, deferréd.vested benefit. Deferred vested benefits are payable on an

unreduced b after the participant attainS‘age 62.

The MTA Bus retire vering represented and non-represented employees at Eastchester
and<Yonkers and coveri employees at Baisley Park, College Point, Far Rockaway,
JFK, La Guardia and Spri fixed dollar plans, i.e., the benefits are a product of credited

service and a specific dollar amount.

The retirement
Guardia and Spri re based on final average salary. Certain active participants may elect to
receive the retireme efit as a single life annuity or in the form of an unreduced 75% joint and
survivor benefit.

Pre-1988 MTA Long Island Rail Road participants are eligible for a service retirement allowance upon
termination if the participants has either: (a) attained age 65 and completed at least 5 years of credited
service, or if an employee on January 1, 1988 completed at least 10 years of credited service, or
(b) attained age 50 and has completed at least 20 years of credited service. Terminated participants who
were not employees on January 1, 1988 with 5 or more years of credited service are eligible for a
deferred vested benefit. Pension benefits payable to age 65, where eligible, are calculated as 2% of the
employee’s applicable final average earnings for each year of qualifying service up to 25 years plus
1.5% of applicable final average earning of each year of qualifying service in excess of 25 years. For
pension benefits payable at and after age 65 regardless of whether benefits commenced before or after
the employee attained age 65, benefits are calculated in the same manner as pension benefits payable
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prior to age 65 except that the amount so determined is reduced by a percentage of the employee’s
annuity (not including supplemental annuity) value at age 65 under the Federal Railroad Retirement Act.

The reduction of pension benefits for amounts payable under the Federal Railroad Retirement Act is
50%.

Death and Disability Benefits — In addition to service retirement benefits, participants of the Plan are
eligible to receive disability retirement allowances and death benefits. Participants who become disabled
may be eligible to receive disability retirement allowances after 10 years of covered MTA Bus service;
10 years of credited service for covered MTA Metro-North Railroad and MTA Long Island Rail Road
management and represented employees, covered MTA Staten Island Railway employees and covered
MTA police participants.

The disability retirement allowance for covered MTA Metro-North Rai
Road management and represented covered MTA Staten Island Rai
on the participant’s credited service and final average salary (“F
the MTA 20 Year Police Retirement Program, a disabled pa
forms of disability retirement: (a) ordinary disability whichhis i icipant has 10 years of
credited Police service and is calculated based on the pafticipant’s credited service and FAS but
not less than %5 of FAS; (b) performance of duty, ch is payable if a participant is disabled in the
performance of duty and is %2 of FAS, and (c) ac 1 disability, which is payable ifa participant is
disabled as the result of an on-the-job accidental injur is ¥4 k subject to an offset of Workers’
Compensation benefits. Pursuant to the MTA Bus programs,the disability benefit is the same as the
service retirement benefit.

ad"and MTA Long Island Rail
y employees is calculated based
ot less than %5 of FAS. Under

Pre-1988 MTA Long Island Rail Road pa led after accumulating 10 years of
i may be eligible to receive a
disability benefit. Disability pension benefits are calculated based on the participant’s qualified service
and a percentage of final average compensation reduced by thesfull amount of the disability benefit
under the Federal Railroa ent Act.

TA Long Island Rail Road participants are paid to the spouse when
a survivorship optién i hen an active participant has not divested their spouse of benefits.
The survivorship benefit is»paya t the time of) death or when the vested participant would have
attained an eligible age. The améunt payablesis insthe form of an annuity. A lump sum death benefit no
greater than n death on“behalf of a non-vested participant or vested participant

Survivorship benefits

t’s beneficiary in the event of the death of a covered MTA
Metro-North, Railroad, post=1987 MTA Long Island Rail Road or MTA Staten Island Railway employee
after completion of one year of credited service. The death benefit payable is calculated based on a
i ry based on years of credited service up to three years and is reduced
here is also a post-retirement death benefit which, in the 1st year of
retirement, is equal of the pre-retirement death benefit amount, 25% the 2nd year and 10% of the
death benefit payable at age 60 for the 3rd and later years. For the Police 20 Year Retirement Program,
the death benefit is payable after ninety days of credited MTA Police service, and is equal to three times
their salary. For non-Police groups, this death benefit is payable in a lump sum distribution while for
Police, the member or the beneficiary can elect to have it paid as an annuity. The MTA Police do not
have a post retirement benefit.

In the MSBA Employees’ Pension Plan, there are special spousal benefits payable upon the death of a
participant who is eligible for an early retirement benefit, or a normal service retirement benefit, or who
is a vested participant or vested former participant. To be eligible, the spouse and participant must have
been married at least one year at the time of death. Where the participant was eligible for an early
service retirement benefit or was a vested participant or former participant, the benefit is a pension equal
to 40% of the benefit payable to the participant as if the participant retired on the date of death. Where
the participant was eligible for a normal service retirement benefit, the eligible spouse can elect either
=15 -

Master Page # 363 of 455 - Audit Committee Meeting 1/22/2018



the benefit payable as a pension, as described in the prior sentence, or a lump sum payment based on an
actuarially determined pension reserve. If there is no eligible spouse for this pension reserve benefit, a
benefit is payable to the participant’s beneficiary or estate.

Moreover, an accidental death benefit is payable for the death of a participant who is a covered MTA
Metro-North Railroad or post-1987 MTA Long Island Rail Road employee, a covered MTA Staten
Island Railway employee or a covered MTA Police member and dies as the result of an on-the-job
accidental injury. This death benefit is paid as a pension equal to 50% of the participant’s salary and is
payable to the spouse for life, or, if none, to children until age 18 (or 23, if a student), or if none, to a
dependent parent.

For MTA Bus employees, there is varied death benefit coverage under the Plan. For all represented and
non-represented MTA Bus employees at Eastchester and Yonkers Depotstand represented MTA Bus
employees at Baisley Park, College Point, Far Rockaway, JFK, La dia and Spring Creek Depots, if
a participant dies prior to being eligible for a retirement benefit, icipant’s beneficiary may elect
to receive a refund of the participant’s contributions plus intere

Moreover, the spouses of the above employees who aredvested are entitle presumed retirement
survivor annuity which is based on a 50% Joint and Survivor annuity. The date as of which such annuity
is determined and on which it commences varies g the difjerent programs depending on whether

the participants are eligible for retirement and for pay of retirement benefits.

In addition, the spouse of a non-represented MTA Bus employee at Spring Creek, JFK, La Guardia,
Baisley Park and Far Rockaway, if s employee is age S5 and has 15 years of service and is a
terminated member with a vested benefi is not yet paya ay elect the presumed retirement
survivor annuity or 1/2 the participant’s benefit paid m and terminating on the 60th
payment or the spouse’s death. The spouse of a non-represented MTA Bus employee at Yonkers Depot
may also receive a pre-retirement survivor annuity/from théssupplemental plan. If there is no such
spouse, the actuarial equiy, such annuity 1§ payable.

v

The dependent child TWU employees of College Point, Baisley Park, and La Guardia
ntitled to an annuity based on the spouse’s pre-retirement survivor
annuity (1/2 of the spouse’stann is,payable to gach child, but no more than 100% of the spouse’s
i In addition, the dependentichildren of retirees who were MTA Bus employees at

ity based on the presumed retirement survivor’s annuity (25% of the
sp?e’s annuity; but

o of the spouse’s annuity is payable).
Retirementbenefits establi anges for represented employees are collectively bargained and
must be ratified by the respective union and the MTA Board. For nonrepresentative employees,
retirement benefits establishment and changes are presented to the MTA Board and must be accepted

SUMMARY OF SI CANT ACCOUNTING POLICIES

Basis of Accounting — The Plan’s financial statements are prepared on the accrual basis of accounting
under which deductions are recorded when the liability is incurred and additions are recognized in the
accounting period in which they are earned. Benefits and refunds are recognized when due and payable
in accordance with the terms of the Plan. Contributions from members are recorded when the employer
makes payroll deductions from plan members. Employer contributions are recognized when due in
accordance with the terms of the Plan. Additions to the Plan consist of contributions (member and
employer) and net investment income. Investment purchases and sales are recorded as of trade date.

The accounting and reporting policies of the Plan conform to accounting principles generally accepted in
the United States of America (GAAP).
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New Accounting Standards Adopted — The Plan adopted GASB Statement No. 82, Pension Issues. An
Amendment of GASB Satements No. 67, No. 68 and No. 73. GASB Statement No.82 requires the Plans
to address certain issues that have been raised with respect to Statements No. 67, Financial Reporting for
Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and Statement No. 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not within the Scope of
GASB Statement No. 68, and Amendments to Certain Provisions of GASB Statements Nos. 67 and 68.
Specifically, this Statement addresses issues regarding (1) the presentation of payroll-related measures in
required supplementary information, (2) the selection of assumptions and the treatment of deviations
from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee (plan member) contribution
requirements. There was no material impact on the Plan’s financial statements as a result of the
implementation of GASB 82.

Recent Accounting Pronouncements — Not yet adopted

MTA Pension Plan
GASB Required Year of
Statement No. GASB Accounti Adoption
-4

Accounting and Financial Reporting ensi d Related

Assets That Are Not within the Scope of GASB Statement 68, and

Amendments to Certai ovisions of GASB'St ts 67 and
73 68 2017
84 Fiduciary Activities 2019
85 Omnibus 2017 2018

Use of Estimates — T
principles generally a;

ion of the Plan’s financial statements in conformity with accounting
United States of America requires management to make estimates
and assumptions that'a ed amounts of assets and liabilities and disclosure of contingent
assets and the reported amounts venues and expenses during the reporting period. Actual results
could differ fr those estimates. Estimates.inelude fair market value of investments, the annual
required co ed actuarial'accrued liability.

Contributions - As a condition ©of participation in the MTA Defined Benefit Pension Plan
(“MTADBPP” or the “Plan™), employers and employees are required to contribute to the Plan. The
utions are determined by the Plan actuaries. Employee contribution rates
¢ determined by collective bargaining. Employee contribution rates for
non-represented em are set forth in the Plan document as adopted by the MTA Board. If an
employee terminates employment with less than 10 (ten) years of credited service in the Plan, the
employee may request a refund of his employee contributions with interest. Upon receipt of this refund
of contributions, the employee has no claim on any future benefit from the Plan. Employees with more
than 10 years of credited service, except for a small group of MTA Bus participants, cannot withdraw
their contributions.

Members of the MTA Police Program who have transferred pursuant to Retirement and Social Security
Law Section 343 and have not been employed in the MTA Police Program for 15 years may, upon
termination of employment, withdraw member contributions. The withdrawal of such transferred police
service member contributions shall not terminate membership and rights in the MTA Police Program
attributable to Credited Police Service.
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Income - Dividend and interest income are recorded when earned.
Securities - Purchases and sales of securities are recorded on a trade-date basis.

Asset Transfers — No assets were transferred to the MTA Defined Benefit Pension Plan for the years
2016 and 2015 respectively.

Administrative Expenses — Administrative expenses of the Plan are paid for by the Plan.
CASH AND INVESTMENTS

Investment Policy — The Plan’s policy statement is issued for the guldance of fiduciaries, including the
members of the Board and investment managers, in the course of inve the assets of the Trust. The
investments of the Trust will be made for the exclusive benefit the Plan participants and their
beneficiaries. Policy guidelines may be amended by the Board onsideration of the advice and
recommendations of the investment professionals.

In order to have a reasonable probability of achieving the tanget ceptable risk level, the
Board has adopted the asset allocation policy outli below. The actual “asset allocation will be
reviewed on, at least, a quarterly basis and will be readjusted when an asset class weighting is outside its
target range. The following was the MTA Defin t Pension, Plan Board adopted asset allocation

policy as at December 31, 2016.

Target Target ge
Asset Class ion (%) (%)

Policy Benchark

Equities

Domestic Large Cap . S&P 500

Domestic Small Cap 5.5 2-10 Russrll 2000

International Develop &

Markets Equities 10.0 5-15 MSCI EAFE

Emerging Markets ities 3.5 \ 2-6 MSCI Emerging Markets
Fixed Income 15.0 9-21 Manager Specific
Global Asset Allocation* 20.0 4 15-33 50% World Equity/

50% Citigroup WGBI unhedged

Opportunistic . 0-15 Manager Specific
Absolute Return 10-22 Manager Specific
ﬁAssets 0-10 Manager Specific

cal Estate 0-10 Manager Specific
Private Equity 0-10 Venture Economics
Total 100.0

* The Global Asset
classes includin

1on managers will invest across numerous liquid asset
ocks, bonds, commodities, TIPS and REITs.

Investment Objective — The investment objective of the funds is to achieve consistent positive real
returns and to maximize long-term total return within prudent levels of risk through a combination of
income and capital appreciation.

Investment Guidelines — The Board of Pension Managers executes investment management

agreements with professional investment management firms to manage the assets of the Plan. The fund
managers must adhere to guidelines that have been established to limit exposure to risk.
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All Securities managers shall be registered advisors under the Investment Advisors Act of 1940.

The overall capital structure targets and permissible ranges for eligible asset classes of the Trust are
detailed within the Investment Policy Statement. Full discretion, within the parameters of the guidelines
described herein and in any individual investment policy associated with that allocation, is granted to the
investment managers regarding the asset allocation, the selection of securities, and the timing of
transactions. It is anticipated that the majority of investment managers will be funded through
commingled funds, however, in some cases (likely equity and fixed income mandates) separate account
vehicles may be utilized. For separate accounts, individual manager guidelines and/or exemptions are
specified in each approved investment management agreement (“IMA”). Should there be conflicts, the
individual manager guidelines set forth in the IMA supersede the general guidelines in the Investment
Policy Statement. For commingled funds, investment guidelines and/or exemptions are specified in such
vehicle’s offering documents. Should there be conflicts, the individu icle’s investment guidelines
supersede the general guidelines in the Investment Policy Statement

-
1. The compliance of each investment manager wi uidelines.as expressed herein, and
2. The extent to which the total rate of return per f Trust achieves or exceeds the
targeted goals.

Fixed Income Investment Managers

* Domestic fixed income investments are permitted, subject to the'guidelines reflected in Investment
Policy Statement. Yankee bonds, which are dollar denominated foreign securities, may be held by
each domestic mana, ortions whichiedch manager shall deem appropriate.

v
e International fixé ties are permitted, subject to the guidelines reflected in Investment
Policy Statement. ined, the Citigroup” World Government Bond Index represents the

opportunity set for international developed markets. The J.P. Morgan Emerging Markets Bond
esents ‘the, opportunity set for international emerging markets denominated in

agencies.
e The average dura (interest rate sensitivity) of an actively managed fixed income portfolio shall

range within two‘years of the benchmark’s duration.

e For domestic fixed income portfolios, individual manager account for the securities of an individual
issuer, excepting the U.S. government and U.S. government agencies, shall not constitute more than
5% at market at any time.

e For international bond portfolios, individual manager account for the securities of any non-
governmental issuer shall not constitute more than 5% at market at any time.
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Equity Investment Managers

Overlay Manager(s).

Alternative Inves

Alternative investments ar

Domestic equity investments are permitted, subject to the guidelines. American Depository Receipts
(ADRs), which are dollar denominated foreign securities traded on the domestic U.S. stock
exchanges (e.g., Reuters, Nestle, Sony) may be held by each domestic stock manager in proportions
which each manager shall deem appropriate.

International equities are permitted, subject to the guidelines. Generally defined, the Morgan Stanley
EAFE (Europe, Australasia and the Far East) Index represents the opportunity set for international
developed markets. The Morgan Stanley Emerging Markets Free Index represents the opportunity
set for international emerging markets. These index references are guidelines and do not prohibit
investment in securities outside those indexes.

The equity specialists may vary equity commitment fro to 100% of assets under

management.

Individual manager account may hold no more than §%fat
weight (whichever is greater) of any single company’$ stock.

e manager’s benchmark

7/

For a variety of reasons, the investment program m
year. In order to achieve the actuarial assumed returns on
may retain a futures overlay mana The overlay man
contracts to expose the cash to the lon et asset alloc

large amounts of cash throughout the
e total investment program, the Board
shall use exchange traded futures

In addition, the overlay manager may be utilized for the'foellowing:

a) Expose un-invested assets of domestic\and international equity investment managers to their
respective equi ks through the use of futurgs contracts,

b) Assist the Bo g, transitions,.and/or gaining exposure to approved asset classes,

exposures in‘aportable alpha program.

d) The overlay ma nsure that all| futures positions are fully collateralized and the
manager is prohibited frém leveraging anysportion of the portfolio.

orized into the following categories:
Opportunistic
Real assets
Real estate
Absolute retu
Private equity

Common features of alternative investments are limited liquidity, the use of derivatives, leverage and
shorting, lower regulatory oversight, limited transparency, and high fees. Compensating for these risks,
these investments offer the potential of diversification and/or higher rates of return over time

Derivatives Policy

Where appropriate, investment managers may use derivative securities for the following reasons:

Hedging. To the extent that the portfolio is exposed to clearly defined risks and there are derivative
contracts that can be used to reduce those risks, the investment managers are permitted to use such
derivatives for hedging purposes, including cross-hedging of currency exposures.
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e Creation of Market Exposures. Investment managers are permitted to use derivatives to replicate the
risk/return profile of an asset or asset class provided that the guidelines for the investment manager
allow for such exposures to be created with the underlying assets themselves.

e Management of Country and Asset Allocation Exposure. Investment managers charged with
tactically changing the exposure of their portfolio to different countries and/or asset classes are
permitted to use derivative contracts for these purposes.

e Additional uses of derivatives shall be approved by the Board or set forth in the individual
investment guidelines or the offering documents prior to implementation and shall be restricted to
those specific investment managers.

Ineligible Investments (Separately Managed Accounts)
Unless specifically approved by the Board or set forth 1
certain securities, strategies and investments are ineligibl
accounts. Among these are:

ividual investment guidelines,
within separately managed

Privately-placed or other non-marketable debt, e t securities issued under Rule 144a,
Lettered, legend or other so-called restricted
Commodities

Short sales, and,

Direct investments in private placements, real estate, oil and gas and venture capital, or funds
comprised thereof.
Exceptions:
“‘\\ R

The Board of Managers, in
the ability to diversify
which can be associa

nition of the benefits of commingled funds as investment vehicles (i.e.,
ively than in‘a small, direet investment account and the lower costs
unds) may, from time to time, allow investment in such funds. The
Board recognizes tha specific policy directives to a fund whose policies are already
established; therefore, t elying on the investment consultant to assess and monitor the
investment policies of any fundsdised by the:Rlan to'ascertain whether they are appropriate.

Investmént Valua Recognition — Investments are presented at fair value based on
ir;%ation provided b the “trustee”), New England Pension Consultant (“NEPC”),
a ¢ investment mana alue of investments is based on published market prices and
quotations from major investment brokers at current exchange rates, as available. Many factors are
considered ‘in arriving at that |value. Corporate debt securities are valued based on yields currently
available on comparable securities of issuers with similar credit ratings. All investments are registered,
with securities h n’s trustee, in the name of the Plan. Gains and losses on investments that

were sold during th ¢ included in in the statement of plan net position.

Risks and Uncertainties — The Plan’s investment are exposed to various risks, such as interest rate,
market, and credit risk. Due to the level of risk associated with certain investment securities and level of
uncertainty related to changes in the value of investment securities, it is possible that changes in risks in
the near term would materially affect the amounts reported in the Plan’s financial statements.

The financial markets, both domestically and internationally, have demonstrated significant volatility on
a daily basis, which affects the valuation of investments. The Plan utilizes asset allocation strategies that
are intended to optimize investment returns over time in accordance with investment objectives and with
acceptable levels of risk.
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Investments measured by fair value level

Quoted Price in

Active Markets for Significant Other Significant
December 31, Identical Assets Observable Inputs  Unobservable Inputs
2016 Level 1 Level 2 Level 3
Equity Securities:
Separate account large-cap equity funds $223,861,897 $§ 223,861,897 $ - $ -
Separate account small-cap equity funds 152,722,504 152,722,504 - -
Separate acount real estate investment trust 34,455,885 34,455,885 - -
Total equity investments 411,040,286 411,040,286 - -
Debt Securities
Separate account debt funds 168,231,294 - 168,231,294 -
Total debt investments 168,231,294 168,231,294 -
Total investments by fair value level $579,271,580 $ 168,231,294 § -
Investments measured at the net asset value (NAYV)
December 31, Unfunded Redemption

2016 Commitments Notice Period
o —

Equity Securities:
Comingled large cap equity funds $ 99,078,378 aily None
Comingled international equity funds 392,791,680 - Daily None
Comingled emerging market equity funds 102,928,093 Daily, monthly None

Total equity investments measured at the NAV 4.798,151

Debt Securities
Comingled debt funds 8,325,193 ily, monthly, quarterly ~ None
Mutual funds 5,969,042 - . * Daily None

Total debt investments measured ai 374,294,235 -

Absolute return:
Directional 94,618,677 Monthly 3-60 days
Direct lending 150,768,774 10,370,957 Bi-annually 60 plus days
Distressed securities 34,332,391 - Not eligible N/A
Credit long 55,796,444 - Quarterly 3-30 days
Credit lon 67,705,519 - Quarterly 3-60 days
Equity long/short 67,890,858 - Quarterly 3-60 days

nt driven 85,468,237 1,893,325 Quarterly, Bi-annually 60-120 days
lobal macro 84,803,008 - Monthly 3-30 days

Global tactical asset allocation 205,445,533 - Daily, monthly 3-30 days
Market neutral 153,918 - Quarterly 3-60 days
Multistrategy 106,269,008 - Quarterly 3-60 days
Risk parity 331,438,578 - Monthly 3-30 days
Structured credit 17,870,896 44,612,530 Not eligible N/A

Total absolute return meas at the NAV 1,302,561,839 56,876,812

Private equity - private equity partnerships 216,041,892 183,552,615 Not eligible N/A

Real assets N/A
Comingled commodities fund 98,086,640 - Not eligible N/A
Comingled real estate funds 102,126,697 - Not eligible N/A
Energy 44,762,155 28,024,870 Not eligible N/A
Infrastructure 13,849,416 18,291,940 Not eligible N/A

Total real assets measured at the NAV 258,824,908 46,316,810

Short term investments measured at the NAV 101,892,684 -

Total investments measured at the NAV 2,848,413,709

$ 286,746,237

Total investments
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Investments measured by fair value level

Quoted Price in

Active Markets for Significant Other Significant
December 31, Identical Assets Observable Inputs Unobservable Inputs
2015 Level 1 Level 2 Level 3

Equity Securities:

Separate account large-cap equity funds $ 289,802,444 $ 289,802,444 § - $

Separate account small-cap equity funds 165,170,034 165,170,034 -
Total equity investments 454,972,478 454,972,478 -
Debt Securities

Separate account debt funds 199,891,020 - 199,891,020
Total debt investments 199,891,020 - 199,891,020
Total investments by fair value level $ 654,863,498 $ $ 199,891,020 $
Investments measured at the net asset value (NAV)

December 31, Unfun emption Redemption

2015 Commitments ney

Notice Period

Equity Securities:
Comingled international equity funds
Comingled emerging market equity funds

" None
None

Total equity investments measured at the NAV

Daily
Naily, monthly

Debt Securities

Comingled debt funds Daily, monthly, quarterly ~ None

Total debt investments measured at the NAV

Absolute return:
Directional - Monthly 3-60 days
Direct lending 106,029,965 25,663,011 Bi-annually 60 plus days
Credit long 50,252,481 - Quarterly 3-30 days
Credit long/short 64,246,718 - Quarterly 3-60 days
Equity long/short 49,295,498 - Quarterly 3-60 days
Event driven 114,272,619 1,875,723  Quarterly, Bi-annually 60-120 days
Global macro 81,745,847 - Monthly 3-30 days
Global tactie 261,821,767 - Daily, monthly 3-30 days
Marketaeutral 450,313 - Quarterly 3-60 days
lM}ltistrategy 39,364,728 - Quarterly 3-60 days

1sk parity 389,682,691 - Monthly 3-30 days

Total absolute return measured at the NAV 1,241,873,138 27,538,734

Private equity = private equity partnerships 175,751,452 71,180,490 Not eligible N/A

Real assets N/A
Comingled commo nd 78,772,929 - Not eligible N/A
Comingled real estate 76,719,180 - Not eligible N/A
Energy 29,722,941 48,320,894 Not eligible N/A
Infrastructure 8,738,908 22,048,777 Not eligible N/A

Total real assets measured at the NAV 193,953,958 70,369,671

Short term investments measured at the NAV 103,258,576 -

Total investments measured at the NAV

2,396,020,884 § 169,088,895

Total investments

$ 3,050,884,383
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Concentration of Credit Risk — Individual investments held by the Plan that represents 5.0% or more
of the Plan’s net assets available for benefits at December 31, 2016 and 2015 are as follows:

2016 2015
Investments at fair value as determined by quoted
market prices:
Mellon Dynamic Growth Fund $ - $157,117,663
GAM Unconstrained Bond Fund 174,184,327 161,805,235

Credit Risk — At December 31, 2016 and 2015, the following credit quality rating has been assigned
by a nationally recognized rating organization:

2016 Fixed Income Fixed Income

Quality Rating Fair Value Portfolio Portfolio
AAA $ 57,581,958 9.58 %
AA 18,097,532 3.99
A 63,204,420 7.89
BBB 148,521,367 12.95
BB 89,104,424 66,787,768 9.53
B 57,947,199 67,671,875 6.51
CcCccC 9,811,835 7,880,217 2.50
CcC 1,515,747 - -
C ;
Not Rated 65,721,828 26.09
Credit risk debt
securities 581,610,690 643,489,567 79.04
U.S. Government bon , 311,674 28.54 257,095,359 20.96
4
Total fixed income
securiti 813,92% 100.00 % 900,584,926 100.00 %

Othe urities not

r equity,

international funds and

foreign corporate bonds 2,613,762,925 2,150,299,457
Total investmen $3,427,685,289 $3,050,884,383
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Interest Rate Risk Exceptions — 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 100 basis point

change in interest rates.

2016 2015

Investment Fund Fair Value Duration Fair Value Duration
Chase $ 170,836,144 11.54 $ 199,891,020 11.46
Allianz Structured Alpha Fund 92,480,295 0.25 82,821,466 0.13
Wellington Blended Emerging Market Debt 47,715,659 5.55 67,054,183 5.06
Bridgewater All Weather Fund 96,685,982 9.00 135,533,958 7.87
Wellington Opportunistic Fund 23,202,272 1.91 35,816,535 1.69
Bridgewater Pure Alpha Fund 2,173,603 58,453,158 4.36
Bridgewater Markets Fund 9,137,252 7,559,768 6.84
GAM Unconstrained Bond Fund 174,184,327 161,805,236 0.93
Northern Trust William Capital 8,373,508 8,278,847 -
Park Square Capital Credit Opportunities Fund 33,504,109 14,105,020 0.61
Libremax Partners Fund - -
Gramercy Distressed Opportunistic Fund - -
Makuria Credit Fund - -
Crescent Capital High Income Fund 1 21,493,1“ 2.64
Fir Tree realization Value Fund 2,498,689 -
Wellington Global Managed Risk Fund 770 77,818,919 6.77
Wellington Trust Collective Investment

Fund and Diversified Inflation Fund 23,383,855 10,319,254 7.56
Canyon Value Fund 21,557,661 17,135,253 2.40
Total fixed income securities 900,584,926
Portfolio modified duration 5.47

Investments with no duration

reported $  2,150,299,457

Total investments

currency 1isk is the risk that changes in exchange rates will adversely
r a deposit. Each investment manager, through the purchase of units

Foreign C
affect the fair value
in mmingled inves
international equities. The
are not included in the below schedulé since they are denominated in U.S. dollars and accounted for at fair
market value:

In addition, the P

The Plan’s foreign c
U.S. dollars, in thous
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Foreign Currency
Holdings in US $

Argentina Peso
Dollar (Australian)
Bahraini Dinar
Bangladesh (Taka)
Botswana Pula
Brazil Cruzeiro Real
Bulgarian Lev
Dollar (Canadian)
Chilean Peso

China (Yuan Renminbi)
Colombian Peso
Croatia Kuna
Czech Koruna
Krone (Danish)
Egyptian Pound
Euro

Ghanaian Cedi
Geogian Lari
Dollar (Hong Kong)
Hungary (Forint)
Icelandic Krona
Indian Rupee
Indonesia Rupiah
Israeli (Shekel)
Yen (Japan)
Jordanian Dinar
Kazakhstani Tenge
Kenyan Shilling
Kuwait Dinar
Lebanese Pound
Malaysian (Ringgit)
Mauritius (Rupee)

Ay

N

Mexican New Peso ,
Morocco Dirham

Dollar (New Zealand)

Nigerian Naira »

Krone (Norwegian)

Omanian Rial

Pakistani R
Panama B
I

Peru
Phi

ines Peso
(New Zloty)
Pound (Sterling)
Qatar Riyal
Romanian Le
Russian Federa
Saudi Riyal
Singapore Dollar
Rand South Africa
South Korean Won
Sri Lankan Rupee
Krona (Swedish)
Franc (Swiss)

Thai (Bhat)

Dollar (Taiwan, New)
Tunisian Dinar
Turkish Lira

Ukraine Hryvnia
UAE Dirham
Uruguayan Pesos
Vietnam Dong

Other

Total

o
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December 31,
2016

$ 362,716
58,399,692
357,832
390,178
94,093
10,503,237
7,258
26,235,738
1,361,561
10,295,190
2,870,124
374,400

15,132,928
933,290
40,601,125
360,079
344,735
803,767
777,182
110,822
3,961,597
706,103
5,419,146
382,072
4,190,670
668,111

(893,256)
375,654
2,851,680
162,783
2,050,691
1,558,958
1,371,164
97,919,528
715,133
349,195
2,654,950
420,526
1,259,811
5,723,875
10,671,336
346,188
4,488,161
11,515,667
5,183,551
24,917,199
135,885
1,342,703

1,490,686

361,945
3,293,705

December 31,
2015

$ 464,439
47,951,037
322,774
289,239
108,989
7,316,548
4,192
30,175,538
3,308,584
9,084,125
6,468,225
301,815
(1,303,626)
3,643,732
576,153
71,966,317
41,919
1,395,379
4,650,918
662,002

V 12,132,464
12,592,872

2,031,102
30,966,067
347,925
289,239
721,454
595,246
121,564
4,079,733
318,582
39,317,139
306,007

(1,842,208)
704,686
3,036,554
306,007
2,162,476
125,756
2,292,807
1,630,160
2,701,834
68,456,693
675,891
1,774,066
5,991,158
331,158
1,304,597
4,332,714
9,286,673
318,582
6,716,714
8,202,309
4,059,064
17,669,773
138,332
1,329,207
54,494
1,303,532
650,764
301,815
8,754,683

$ 527,086,284

$ 444,017,984
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Additional Information — The Plan holdings are part of the MTA Master Trust of which the MTA
Defined Benefit Plan participates on a percentage basis. The percentage of the Plan ownership for the
year ended December 31, 2016 and December 31, 2015 was 83.48% and 82.71% respectively.

Master Trust MTA Defined Master Trust MTA Defined
Total Plan Benefit Plan Total Plan Benefit Plan
December 31, 2016 December 31, 2015
Total Investments:
Investments measured at fair value level $ 693,867,813 $ 579,271,580 $ 791,775,089 $ 654,863,498
Investments measured at the NAV 3,411,910,161 2,848,413,709 2,896,954,334 2,396,020,885
Total investments measured at fair value $ 4,105,777,974 $ 3,427,685,289 $ 3,688,729,423 $ 3,050,884,383

4. NET PENSION LIABILITY

The components of the net pension liability of the Plan at Dece 6 and 2015 were as follows

(in thousands):

December 31, December 31,
2016 2015

Total pension liability $ 4,761,877 $ 4,364,946

Fiduciary net position 3,419,971 3,074,777

Net pension liability 1,341,906 1,290,169

Fiduciary net position as a percentage

of the total pension liability 1.82% 70.44%
Actuarial Methods and As
S 7 : .

The total pension lia ember 31, 6 was determined by an actuarial valuation date of
January 1, 2016, tha roll forward ‘the total pension liability to the respective year-end.

Actuarial valuations are ually as of January 1.
Discount

T%count rate use liability as of December 31, 2016 and 2015 was 7.0%. The
projection, of cash flows ne the discount rate assumed that plan contributions will be
made in accordance with th ployer funding policy as projected by the Plan’s actuary. Based on those
assumptions, the Plan’s fiduciary net position was projected to be available to make all projected future
benefit payme current inactive plan members. Therefore, the long-term expected rate of return
on pension plan ments was applied to all projected benefit payments to determine the total pension
liability.
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the Plan, calculated using the discount rate of 7.00
percent; as well as what the Plan’s net pension would be if it were calculated using a discount rate that

is 1-percentage point lower (6.00 percent) or 1-percentage point higher (8.00 percent) than the current
rate:

2016
(in thousands)
1% Current 1%
Decrease Discount Rate Increase
6.00% 7.00% 8.00%

Net pension liability $1,936,639 $840,176
2015
(in thousands)
1%
Increase
8.00%
Net pension liability $830,112

N

7
4

Ay
O

<\
Y
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Additional Important Actuarial Valuation Information

Valuation date
Valuation timing

Actuarial cost method
Amortization method

Actuarial asset valuation method

Mortality

Actuarial assumptions:
Investment rate of return
Projected salary increases

COLAs
Inflation/Railroad Retirement wage base

Valuation date
Valuation timing

Actuarial cost method
Amortization method

Actuarial ion meth

o,

Actuariallassumptions:
Investment rate of return

Inflation/Railroad Retirement wage base

January 1, 2016
Actuarially determined contributions calculated as of
December 31, for the fiscal year and discounted to expected
payment dates (July 1 for these projections).

Entry age normal

For FIL bases, period specified in current valuation report.
Future gains/ losses are amortized through the calculation
of the normal cost in accordance with FIL cost method
amortized based on expected working lifetime, weighted by
salary, of the projected population for each group.

Actuarial value equals market#alue less unrecognized
gains/losses over a 5-year ins/losses are based

on market value of asse

improvement ona is using Scale AA
7.0%
Varies by‘years of employment, and loyee group;

TA Bus hourly employees
ion assumption or 1.375%, if'applicable

2.5%; 3.5

nuary 1, 2015
ially determine ibutions calculated as of
December31, for the fiscal year and discounted to expected
ayment datMr these projections).

Entryfge normal

For FIL bases, period specified in current valuation report.
Futute gains/ losses are amortized through the calculation
of the normal cost in accordance with FIL cost method
amortized based on expected working lifetime, weighted by
salarys of the projected population for each group.
Actuarial value equals market value less unrecognized
gains/losses over a S-year period. Gains/losses are based
on market value of assets

Based on experience of all MTA members reflecting mortality
improvement ona generational basis using Scale AA

7.0%

Varies by years of employment, and employee group;
3.0% Growth Wage Increases for TWU

MTA Bus hourly employees

55% of inflation assumption or 1.375%, if applicable
2.5%; 3.5%
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Calculation on Money-Weighted Rate of Return

The money-weighted rate of return considers the changing amounts actually invested during a period and
weights the amount of pension plan investments by the proportion of time they are available to earn a return
during that period. External cash flows are determined on a monthly basis and are assumed to occur at the
middle of each month. External cash inflows are netted with external cash outflows, resulting in a net external
cash flow in each month.

2016 Schedule of Calculations of Money-Weighted Rate of Return

Net External

Net External Periods Period Cash Flows

Cash Flows Invested Weight

Beginning Value - January 1, 2016 $3,074,776,655 12.00 $3,319,712,784
Monthly net external cash flows:

January (7,048,513) 12.00 (7,609,996)
February 6,604,591 7,087,122
March 6,604,591 ,038,402
April 6,604,591 6,9

May 8,618,134 9,072,260
June 8,678,038 7.00 9,072,521
July 8,695:234 6.00 9,034,929
August 8,622, 5.00 8,904,109
September 8,622,0 4.00 8,842,898
October 8,622,038 3.0& 8,788,842
November 8,622,038 2.00 8,735,117
December 24,240,770 0.36 , 0.03 24,396,573
Ending Value - December 31, ,970,937 $3,419,970,938

y

Money-Weighted Rate of Return

‘e \2
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2015 Schedule of Calculations of Money-Weighted Rate of Return

Net External

Cash Flows
Beginning Value - January 1, 2015 $3,065,219,976
Monthly net external cash flows:
January (9,289,705)
February (7,790,927)
March (6,755,827)
April (1,193,263)
May 6,017,761
June 8,443,341
July 8,993,341
August 9,543,341
September 9,543,341
October 9,543,341
November 9,543,34
December 18,080,475
Ending Value - December 31, 2015 $3,074,776,655

Money-Weighted Rate of Return

-31 -

Periods
Invested
12.00

11.50
10.50
9.50
8.50
7.50
6.50
5.50

Period
Weight
1.00

0.96
0.88
0.79

Net External

Cash Flows

With Interest
$3,028,239,128

(9,158,428)
(7,689,944)
(6,677,164)
(1,180,769)

5,961,817
8,376,016
8,932,218
9,489,729
9,502,399
9,513,676

18,069,756
$3,074,776,655
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Calculation on Long-Term Expected Rate of Return

The best-estimate range for the long-term expected rate of return is determined by adding expected
inflation to expected long-term real returns and reflecting expected volatility and correlation. The capital
market assumptions are per Milliman's investment consulting practice as of December 31, 2016 and
2015.

SCHEDULE OF LONG TERM EXPECTED RATE OF RETURN FOR 2016

Target Real Rate
Asset Class Index Allocation* of Return
US Core Fixed Income Barclays Aggregate 0.00% 1.67%

US High Yield Bonds BAML High Yield 5.04%
Global Bonds Citi WGBI 0.28%
Emerging Market Bonds JPM EMBI Plus 3.78%
US Large Caps S&P 500 4.80%
US Small Caps Russell 2000 6.06%
Global Equity MSCI ACWINR 5.49%
Foreigh Developed Equity MSCI EAFE NR 6.06%
Emerging Market Equity MSCIEM NR 8.39%
Global REITS FTSE EPRA/NAREIT De 5.77%
Private Real Estate Property NCREIF Property 3.64%
Private Equity Cambridge Private Equity 8.99%
Hedge Funds - MultiStrategy HFRI: td Composite 15.00% 3.45%
Assumed Inflation - Mean 2.50%

Assumed Inflation - Standard Deviation
Portfolio Nominal Mean Return

Portfolio Standard Deviation
Long-Term Expected Rate of

1.85%
7.03%

" 11.54%
7.00%
y

“‘

* Based on March 2014 Inves
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SCHEDULE OF LONG TERM EXPECTED RATE OF RETURN FOR 2015

Target Real Rate

Asset Class Index Allocation* of Return
US Core Fixed Income Barclays Aggregate 10.00% 2.11%
US High Yield Bonds BAML High Yield 8.00% 4.32%
Global Bonds Citi WGBI 10.00% 0.82%
Emerging Market Bonds JPM EMBI Plus 3.00% 5.17%
US Large Caps S&P 500 10.00% 5.09%
US Small Caps Russell 2000 5.50% 6.26%
Global Equity MSCI ACWINR 10.00% 5.67%
Foreigh Developed Equity MSCI EAFE NR 10:00% 6.06%
Emerging Market Equity MSCIEM NR 8.21%
Global REITS FTSE EPRA/NAREIT Developed 5.98%
Private Real Estate Property NCREIF Property 3.84%
Private Equity Cambridge Private Equity 9.17%
Hedge Funds - MultiStrategy HFRI: Fund Wtd Composite 4.20%
Assumed Inflation - Mean 2.50%

Assumed Inflation - Standard Deviation
Portfolio Arithmetic Mean Return

/ 1.89%

7.31%

11.67%

Long-Term Expected Rate of Return selected by MTA 7.00%

Portfolio Standard Deviation

* Based on March 2014 Investment Policy

CONTRIBUTIONS

Employer contributions are actuarially detezmined on“an "annual basis. Amounts recognized as
receivables for contributi include only those due pursuant to legal requirements. Employee

contributions require opolitan Sub\rban Bus Authority Employee’s Pension Plan.
The following summarizes mployee coptributions made to the Plan.

MTA Metro-North Railroad and MTA Long Island Rail Road non-

represented employ contribute to the Plan to the extent that their Railroad Retirement
Ti?9 employee contri i e pre-tax cost of the 3% employee contributions. Effective
October Iy, 2000, non-rep oyee contributions, if any, were eliminated after 10 years of

making contributions to the Plan. A Metro-North Railroad employees may purchase prior service
from January 13, 1983 through December 31, 1993 and MTA Long Island Rail Road employees may
purchase prior ice from January 1, 1988 through December 31, 1993 by paying the contributions
that would have '
first sentence, had th

been in effect for those years.

Police Officers who became participants of the MTA Police Program prior to January 9, 2010 contribute
to that program at various rates. Police Officers who became participants on or after January 9, 2010 but
before April 1, 2012 contribute 3% up to the completion of 30 years of service, the maximum amount of
service credit allowed. Police Officers who become participants on or after April 1, 2012 contribute 3%,
with additional 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.

Covered MTA Metro-North Railroad represented employees and MTA Long Island Rail Road
represented employees who first became eligible to be Plan participants prior to January 30, 2008
contribute 3% of salary. MTA Staten Island Railway employees contribute 3% of salary except for
represented employees hired on or after June 1, 2010 who contribute 4%. MTA Long Island Rail Road
represented employees who became participants after January 30, 2008 contribute 4% of salary. For the
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MTA Staten Island Railway employees, contributions are not required after the completion of 10 years
of credited service. MTA Long Island Rail Road represented employees are required to make the
employee contributions for 10 years, or 10 years if hired after certain dates in 2014 as per collective
bargaining agreements. Certain Metro-North represented employees, depending on their collective
bargaining agreements, are required to make the employee contributions until January 1, 2014, January
1, 2017, June 30, 2017, or the completion of required years of credited service as per the relevant
collective bargaining agreements.

Covered MTA Bus represented employees and certain non-represented employees are required to
contribute a fixed dollar amount, which varies, by Depot. Currently, non-represented employees at
certain Depots, contribute $21.50 per week. Non-represented employees at Eastchester hired prior to
2007 contribute $25 per week. Represented employees at Baisley Park, College Point, Eastchester, Far
Rockaway, JFK, LaGuardia and Yonkers Depots contribute $29.06 per ; Spring Creek represented
employees contribute $32.00 per week. Certain limited number presented employees promoted
prior to the resolution of a bargaining impasse continue to parti in the plan that was in effect
before their promotion. Certain MTA Bus non-represented e
the private bus companies (Jamaica, Green, Triboro and Co isley Park, Far Rockaway,
MTA Bus is required to make significant annu

i the MTA Plan on{current basis.
Pursuant to the January 1, 2016 and January 1, 201 i tions 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 (exeepting, for example, members of the Transport Workers Union
— New York City Private Bus Lines Pe rust who were ing on school bus routes which did
not become part of MTA Bus service), recorded pen pense equal to the valuation
annual required contribution of $44.3 and .9 for the,calendar years ended December 31, 2016 and
2015, respectively. Both of these employer contributions Cv%t\paidto the MTA Plan in their respective

e\

employees make no contributions to the program.
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6. ACTUARIAL METHODS AND ASSUMPTIONS
A. Actuarial Valuation Method

The Frozen Initial Liability method was used for determining normal costs and the unfunded actuarial accrued
liability. Entry Age Normal method is used for determining changes in the unfunded actuarial accrued
liability due to plan provision and assumption changes. The Normal Cost equals the present value of future
employer normal contributions divided by the average future working lifetime factor. This factor equals the
present value of future compensation or service divided by current compensation or the member count (less
certain retirements), depending if benefits are pay-related, and weighted by the present value of benefits.

B. Asset Valuation Method

The Asset Valuation method smooths gains and losses over a 5-year périod. The formula for the asset

valuation method is as follows:
Actuarial Value of Assets = MV,- .8UR; - .6UR; - .4UR; - .

Where

5

MV:= Market Value of assets as of the valuation

UR,, = Unexpected return during the n" year preceding the valuation date. The unexpected return for
a year equals the total investment re minus the total expected return. The total expected return

equals the market value of assets at t inning of the year the weighted net cash flow during
the year multiplied by the expected rat

The resulting value cannot be less than 80% or greater than120% of the market value of assets.

C. Actuarial Assumpti al to all Groups !

Interest — 7.00%per m, co unded annuahy.

Railroad Retirement Wage Base — 3.50%pet. yedr.

Consumer Price In

Provision, for Expense administrative expenses are added to the normal cost.
Administrative expenses are based on the average of the prior three year’s reported administrative
expenses and ate assumed payable in the middle of the plan year.

Mortality — Pre ment and postretirement healthy annuitant rates are projected on a generational
basis using Scale 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 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. 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.
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Participant Data — Retirement status and benefits based on information provided in JP Morgan file as
of the valuation date. For inactive participants, offsets for Railroad Retirement benefits are estimated
and assumed to occur at age 62 unless disabled or it appears offset has occurred. Benefits, net of any
Railroad Retirement benefits, are estimated for vested members who terminated during the past year if
not provided by the Authority.

Retroactive Wage Adjustments - Based on calculations completed by the MTA, adjustments to
benefits were determined based on year of retirement: 2% for retirements prior to 2013, 5% for 2013
retirements, 8% for 2014 retirements and 11% for 2015 retirements. These adjustments were applied to
liabilities of Metro-North and Long Island Rail Road represented members provided by the MTA who
received a retroactive wage adjustment. Additional liabilities equal to the accumulated amount of
estimated retroactive payments as of the valuation date were also included.

Changes in Actuarial Assumptions Universal to all Group

The assumed increase in the railroad retirement wage base was er than the assumed rate of

inflation or 3.5%

Actuarial Assumptions — MTA Defined Benefit'Pension Plan — Ma

Salary Scale — Salaries are assumed to increase in a nce VMG following scheciu/le:

Years of Service Rate of Increase
0 6.00 %

1 5.00

2 4.25

3 . 4.00

4+ 3.50

L 4
Termination — Withdrawal rat ry by years of'service and sex. Illustrative rates are shown below:

Years of Service Female

7.50 %
4.00
4.00
3.50
3.00
1.50

Retirement — vary by age and type of retirement. [llustrative rates are shown below:

A. For Management oyees hired prior to January 31, 2008.

Reduced Early Unreduced Early
Age Retirement Retirement
55 5.00 % 10.00 %
56 5.00 7.50
57 5.00 5.00
58 5.00 5.00
59 5.00 5.00
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B. For Management employees hired on or after January 31, 2008.

Reduced Early Unreduced Early
Age Retirement Retirement
55 3.00 % 10.00 %
56 3.00 7.50
57 3.00 5.00
58 3.00 5.00
59 3.00 5.00
60 3.00 30.00
61 3.00 30.00

C. For all management employees.

Normal Retirement:

® 5% per year if members has fewer than 10 years of se
e 15% per year if members has 10 but fewer than 20 years
e 30% per year if member has 20 or more years of'service

Disability — Rates vary by age, sex and type of di beginning at benefit ehglblllMllustratlve

rates are shown below:

Ordinary Accidental
Age M F M F

Ordlnary Accidental
M F

Age

20 0.015 % 0.020 % 0.010 % 45 0.17 147 % 0.039 % 0.010 %

25 0.020 0.020 0.010 05 50 0.240 0.221 0.044 0.010
30 0.024 0.024 0.015 0.005 55 245 0.245 0.049 0.010
35 0.039 0.029 0.024 0.005 60 0.245 0.245 0.049 0.010

40 0.103 0.01 64 40.245 0.245 0.049 0.010

Marriage — 85%f0
husbands.

assumed to be married with wives 3 years younger than their

Employee i mployee contributions have been anticipated for future years.

F. Actuarial Assumptions — MTA Defined Benefit Pension Plan — Metro-North
Represented Employees

Salary Scale — i ssumed to increase in accordance with the following schedule:

Years of Service Rate of
Increase

0 325 %

1 10.50

2 10.00

3 9.75

4 9.25

5 14.75

6+ 3.25

Overtime - Members hired on or prior to New Participant Date are assumed to earn overtime equal to
25% of their rate of pay for years when they are retirement eligible and for members on after New
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Participant Date are assumed to earn overtime equal to 20% of their rate of pay for years when they are
retirement eligible. Otherwise, members are assumed to earn overtime equal to 18% of their rate of
pay.

Termination — Withdrawal rates vary by years of service. [llustrative rates are shown below:

Years of Service Termination Rate

0 3.50 %
1 3.25

2-3 2.50

4 - 2.25

10-19 1.50

20+ 1.00

Retirement — Rates vary by age and type of retirement. Illustrati are shown below:

A. For represented employees hired prior on or prior to New Pa

Reduced Early educed Early
Age Retirement Retirement

55 4.50 %
56 4.00 .50
57 3.00 5.00
58 3.00 00
59 3.50

%

B. For represented employees hired after new: Parti ant&te:
Reduced Early Un arly
Age irement Retirement

55 00 % 10.00 %
56 00 " 7.50
57 5.00
58 5.00
59 5.00
60 30.00
% 30.00
Unreduced early retirement ble to non-ACRE represented employees hired after New

e 5% per year bers has fewer than 10 years of service
e 15% per yearif members has 10 but fewer than 20 years of service
e 30% per year if member has 20 or more years of service
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Disability — Rates vary by age, sex and type of disability beginning at benefit eligibility. [llustrative
rates are shown below:

Ordinary Accidental Ordinary Accidental
Age M F M F Age M F M F
20 0.17% 025% 0.01 % 001 % 45 027 % 0.41 % 0.06 % 0.01 %
25 0.17 0.25 0.01 0.01 50 0.50 0.75 0.06 0.01
30 0.17 0.25 0.02 0.01 55 0.95 1.43 0.07 0.01
35 0.18 0.27 0.03 0.01 60 1.93 2.90 0.07 0.01
40 0.20 0.31 0.05 0.01 64 1.93 2.90 0.07 0.01

Marriage — 80% of members are assumed to be married with wives, 3 years younger than their
husbands.

Changes in Actuarial Assumptions — Reduced early retireme ave been added for non-ACRE

represented employees. This group was previously not eligible

Actuarial Assumptions — MTA Defined Be

t Pension Plan — Long Isl@d Rail Road
Represented Employees

Salary Scale — Salaries are assumed to increase in accordancé with the following schedule:

Years of Service Rate of
rease

0 3259

1 10&)%h~“““‘

2 10.00

3 9.75

4 9.25

5 75

6+ 25
Overtime# anuary 31,2008 are assumed to earn overtime equal to 30% of their
pay fordyears when t eligible. Otherwise, members are assumed to earn overtime equal
to of their rate of pa

Termination — Withdra y years of service. Illustrative rates are shown below:

Years of Service Termination Rate

0 4.25 %
1-4 2.75
5-9 2.25
10+ 1.25

Retirement — Rates vary by age and type of retirement. Illustrative rates are shown below:
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A. For represented employees hired prior to January 31, 2008:

Reduced Early Unreduced Early
Age Retirement Retirement
55 4.50 % 10.00 %
56 4.00 7.50
57 3.00 5.00
58 3.00 5.00
59 3.50 5.00

B. For represented employees hired on or after January 31, 2008:

Reduced Early Unreduced Ear
Age Retirement i

55 3.00 %
56 3.00
57 3.00
58 3.00
59 3.00

60 3.00
61 3.00

C. For all other represented employees.

Normal Retirement:

® 5% per year if members has fewer th
o 15% per year if members has 10 but f
e 30% per year if

10 years %
er than 20'ye service

s 20 or more'years of serviy

Disability — Rates

nd type of disability beginning at benefit eligibility. llustrative
rates are shown below: 4

Accidental Ordinary Accidental

Age F Age M F M F
% . 0.0 0.01 % 45 027 % 041 % 0.06 % 0.01 %
25 0.01 50 0.50 0.75 0.06 0.01
30 0.01 55 0.95 1.43 0.07 0.01
35 0.03 0.01 60 1.93 2.90 0.07 0.01
40 0.05 0.01 64 1.93 2.90 0.07 0.01

Marriage — 80%
husbands.

mbers are assumed to be married with wives 3 years younger than their

Changes in Actuarial Assumptions - None.
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H. Actuarial Assumptions — MTA 20-Year Police Retirement Program
Salary Scale — Salary increases vary by years of Police Service. Illustrative rates are shown below.

Years of Service Rate of Increase

12.5 %
14.5

—4

N W=

6-9
10
11-14
15

16 -19
20
21-24
25

26+

Overtime - Members are assumed to earn overtim
hired on and after January 9, 2010 is limited to 15% o

th of service. Ill
mlnatlon Rate

to 30% ‘ef their rate of pay. CVime for those
rate

Termination — Withdrawal rates vary ive rates are shown below:

Years of Service

0
1 2. 50
2_4 2.000
5 0.50
6-9 » 0235
10+ 0.30

by f eligilﬁif?.\lllustrative rates are shown below:

Retirement Rate

17.00 %
12.00
10.00
50.00

Retirement rates at ages 62 and above are 100% regardless of year of eligibility.

Disability — Rates vary by age and type of disability beginning at benefit eligibility. Illustrative rates
are shown below:

Age Ordinary Accidental Age Ordinary Accidental
20 0.043 % 0.095 % 45 0.256 % 0.500 %
25 0.043 0.095 50 0.559 0.527
30 0.062 0.095 55 0.819 0.539
35 0.096 0.115 60 0.896 0.544
40 0.138 0.316
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Cost of Living Expenses — assumed to be 1.375% per annum, compounded annually.

Marriage — 85% of members are assumed to be married with wives 3 years younger than their
husbands.

Changes in Actuarial Assumptions — None
Actuarial Assumptions — MSBA Employees Pension Plan
Salary Scale — Rates of pay are assumed to increase at a rate of 3.50% per annum.

Overtime — Members are assumed to earn overtime equal to the following percentage of their rates of

pay:

Years of Service Rate

25 years of service 17.00 %
25 to 29 years of service 20.00
30 or more years of service 23.00

Termination — Withdrawal rates vary by years e and sex [llustrative rates‘are shown below:

Years of Service Male Female

0-1 5.00 %
2-3 3.25
4 2.50
5-9 2.25

10-19 1.50
20+
. . 4 .
Retirement — Rates va age type of retirement. [llustrative rates are shown below

Unreduced Early
Retirement

SJ 10.00 %
56 7.50
57 5.00
58 5.00
59 5.00

For all other represe ployees.

Normal Retirement:

® 5% per year if members has fewer than 10 years of service
e 15% per year if members has 10 but fewer than 20 years of service
e 30% per year if member has 20 or more years of service
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Disability — Rates vary by age and type of disability beginning at benefit eligibility. Illustrative rates
are shown below:

Ordinary Accidental Ordinary Accidental
Age M F M F Age M F M F
20 0.015 % 0.020 % 0.010 % 0.005 % 45 0.176 % 0.147 % 0.039 % 0.010 %
25 0.020 0.020 0.010 0.005 50 0.240 0.221 0.044 0.010
30 0.024 0.024 0.015 0.005 55 0.245 0.245 0.049 0.010
35 0.039 0.029 0.024 0.005 60 0.245 0.245 0.049 0.010
40 0.103 0.069 0.034 0.010 64 0.245 0.245 0.049 0.010

Marriage — 85% of members are assumed to be married with wi
husbands.

years younger than their

Changes in Actuarial Assumptions - None.

Actuarial Assumptions — MTA Defined Benefit Plan — SIRTOA

Salary Scale — Salary increases vary by years of . [lustr:

ive rates are shown M’V

Years of Service

0 10.00 %
1 9.50

2 9.25

3 9.

4 8.75

5 6.00
6+

Overtime — Houfly e

3.25 4
ees are assumed to earn overtime equal to 7.50% of their rate of pay.

Terminatio ithdrawal vary lengt_h\of service. Illustrative rates are shown below:
Year of Termination
ce Rate
0 9.00 %
1-3 5.50
4-9 3.50
10-19 1.40
20+ 0.50
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Retirement — Rates vary by age and type of retirement. Illustrative rates are shown below:

Normal Retirement

Reduced Early* First Year After First
Age Retirement Eligible Eligibility
55 3.00 % 30.00 % 20.00 %
56 3.00 30.00 20.00
57 3.00 30.00 20.00
58 3.00 30.00 20.00
59 3.00 30.00 20.00
60 3.00 30.00 20.00
61 3.00 30.00 20.00

*Applies only to members of United Transportation Union and manage

For ages 62 to 80:

® 5% per year if members has fewer than 10 years of serviee
e 15% per year if members has 10 but fewer than 20 years of service

e 30% per year if member has 20 or more y, ervice ) V
Disability — Rates vary by age, sex and type of disability.IlluStrative rates are shown below:

Age Ordinary Accidental A rdinary Accide

20 0.15 % 0.03% 45 % 0.05 %

25 0.17 0.03 50 0.54 %
30 0.19 0.03 55 0.61 .
35 0.24 60 081 0.08
40 0.33 c
Marriage — 80% o bers assumed to married with wives 3 years younger than their

husbands.

stimated for vested members...

enefits.

Changes in Actuarial Assumptions — Rates of early retirement are included for TCU and ATDA
represented emy arial Assumptions — LIRR Pension Plan

Salary Scale — R are assumed to increase at a rate of 3.0% per annum.

Overtime/Unused Vacation Pay — Earnings in each year increased by 65% for represented employees
to account for overtime and by 20% in the year prior to assumed retirement and by 10% in the year prior
to termination (other than retirement) for non-represented employees to account for unused vacation

pay.
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Termination — Withdrawal rates vary by age. Illustrative rates are shown below:

Age Rate Age Rate
20 212 % 45 0.96 %
25 1.64 50 0.80
30 1.44 55 0.60
35 1.36 60 0.00
40 1.16

Retirement — Assumed retirement rate varies by year of eligibility.

Eligibility Period Rate of Retirement

First Year 40 %
Years 2-4 33
Years 5

Years 67 3
Years 8-9 33
Years 1015 55

Years 16 and above 100 o
t e@y, or attained‘age if later.

Marriage — 80% of members are as§mmed to be married wives 3 years younger than their
husbands.
Interest on Employee Contributions — Assumed to be Wer year for future years.

-

Terminated vested participants are assumed to retire upo

Tier 1 Railroad Offset
Benefit, was estimated
in effect at his date
per year from the date

ier 1 Railroad\offset, which is designed similar to a Social Security
that an individual would Continue to earn compensation at the level
til his eligibility for Railroad Benefits and further increased by 2%
to age 65. g

Benefits Not isability benefits sinceithe majority of active plan participants are at or near
retirement

Cl?es in Actuaria
Actuarialh Assumption

Service Employees

MTA Defined Benefit Pension Plan — Former New York Bus

Termination ithdrawal rates vary by years of service. Illustrative rates are shown below:

Year of Termination
Service Rate

0 17.50 %
1 4.75
2-9 2.75
10+ 2.25

Retirement — Rates vary by age. [llustrative rates are shown below

For represented TWU and TSO members:
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Years of Service at Retirement

Age <5 5-10 10+

57-64 N/A N/A 30 %
65-79 0% 5% 30 %
80 + 100 % 100 % 100 %

For all other members:
All members are assumed to retire at their Normal Retirement Age of 62.

Disability — Rates vary by age. Illustrative rates are shown below:

Age Rate Age
20 0.03 % 45

25 0.04 50

30 0.08 55

35 0.11 60

40 0.16

Marriage — 80% of members are assumed to be ma
husbands.

Interest on Employee Contributions — rs assumed to % per year.
Benefits Not Valued — The $2,500 post-retirement de nefit'for represented TWU members is

not valued since premium aid outside of thePlan trust

ith wives 3 years younger than their

Changes in Actuari

s — None.
Actuarial Assumptio fined Benefit Penswn Plan — Former Queens Surface,
Triboro and aica Represente Employees

Termir'ation — by years of service. [llustrative rates are shown below:
ear of Termination

Service Rate

0 17.50 %

1 4.75

2-9 2.75

10+ 2.25
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Retirement — Rates vary by age. [llustrative rates are shown below:
For represented TWU and TSO members:

Years of Service at Retirement

Age <5 5-10 10+

57-64 N/A N/A 30 %
65-79 0% 5% 30 %
80 + 100 % 100 % 100 %

For all other members:

Age Retirement Rate
55-56 10 %
57 20
58-60 15

61 20
62-63 V 45

64 40

65 100

Disability — Rates vary by age. Illustrat

tes are shown bel
A Rate
\45

Age

20 0.27 %
25 50 0.48

30 7 55 0.87
35 60 1.30
40 p

ent of unLegigced retirement eligibility for members not represented

Marriage ~— 80% of me s are

husbands.

sumed to be married with wives 3 years younger than their

Interest on Em utions — Future years assumed to be 3.5% per year.

Benefits Not Value
not valued since pre

The $2,500 post-retirement death benefit for represented TWU members is
rums are paid outside of the plan trust.

The $10,000 post-retirement death benefit for all other members is not valued since premiums are
paid outside of the plan trust.

The accidental death and dismemberment benefit for members who are not represented by TWU or TSO
is not valued as the costs are expected to be de minimis.

Changes in Actuarial Assumptions — None.
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N. Actuarial Assumptions — MTA Defined Benefit Pension Plan — Former Liberty Lines
Bus Employees

Termination — Withdrawal rates vary by years of service. [llustrative rates are shown below:

Year of Termination
Service Rate

0 17.50 %
1 4.75
2-9 2.75
10+ 2.25

Retirement — Rates vary by age. Illustrative rates are shown below:

For represented TWU and TSO members:

Years of Service at Retirement
Age <5 5-10

57-64 N/A B
65-79 0 %
80 + 100 %

For all other members:

Age Retirement Rate
60-61 7.5 %
62 40.0
63-64 20.0
65 100.0
Disability ry by a lustrativemeis are shown below:
Aﬁ’ Rate Age Rate
0 0.03 % 45 0.27 %
25 0.04 50 0.48
30 0.08 55 0.87
35 0.11 60 1.30
40 0.16
Marriage — 80% of members are assumed to be married with wives 3 years younger than their
husbands.

Interest on Employee Contributions — Future years assumed to be 3.5% per year.

Benefits Not Valued — The $2,500 post-retirement death benefit for represented TWU members is
not valued since premiums are paid outside of the plan trust.
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O.

Changes in Actuarial Assumptions — None.

Actuarial Assumptions- MTA Defined Benefit Pension Plan — Former Liberty Lines Bus
Non-Represented MTA Bus employees

Salary Scale — Salaries are assumed to increase in accordance with the following schedule:

Years of Service Rate
0 6.00 %
1 5.00
2 4.25
3 4.00
4+ 3.50
Termination — Withdrawal rates vary by years of service. Illustrativ are shown below:
Year of Termination
Service Ra
0 7.50 % N
1
2-9
10+ 2.2
Retirement — All members are assumed t their Norma i nt Age of 62.
Disability — Rates vary by age. Illustrative rates are sho%
Age Rate ) 4 Age Rate
20 0.03 % 45 0.27 %
25 0.04 4 50 0.48
30 08 55 0.87
35 0.11 60 1.30
40 0.16

FoAf Payment — A sumed to elect the lump sum payment option. Lump sums
valued using the current ( lump,sum mortality table published by the IRS and the 4.5% assumed

interest rate.

Marriage —
husbands.

rs are assumed to be married with wives 3 years younger than their

Changes in Actuarial Assumptions — None.
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P. Actuarial Assumptions — MTA Defined Benefit Pension Plan — Former Command Bus
Represented Employees

Termination — Withdrawal rates vary by years of service. [llustrative rates are shown below:

Year of Termination
Service Rate

0 17.50 %
1 4.75
2-9 2.75
10+ 2.25

Retirement — Rates vary by age. Illustrative rates are shown below:

For represented ATU and TSO members:

Years of Service at Retirement

Age <5 5-10

57-64 N/A N/ "
65-79 0 % 5 %

80 + 100 % 100 %

For all other members:

Age Retirment Rate Retirement Rate

50-52 5% ) 4 59 34 %
53-54 10 60 35
55 30 61 36
56 31 4 62-64 40
57 2 65 100
58 33

"R

Disability — Rates v tive rates are shown below:

Age ate Age Rate
20 0.03 % 45 0.27 %
25 0.04 50 0.48

30 0.08 55 0.87

35 0.11 60 1.30

40 0.16

Disability rates cease upon attainment of unreduced retirement eligibility.
Marriage — 80% of male members are assumed to be married with wives 3 years younger than their

husbands.

Interest on Employee Contributions — Future years assumed to be 3.5% per year.
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Benefits Not Valued — The $2,500 post-retirement death benefit for represented ATU members is not
valued since premiums are paid outside of the plan trust.

Changes in Actuarial Assumptions: The marriage assumption was updated to be consistent with other
MTA Bus agencies.

Actuarial Assumptions — MTA Defined Benefit Pension Plan — Former Green Bus
Represented Employees

Termination — Withdrawal rates vary by Years of Service. Illustrative rates are shown below:

Year of Termination
Service Rate

0 17.50 %
1 4.75
2-9 2.75
10+ 25

Retirement — Rates vary by age. Illustrative rat

win beh% V

For represented ATU and TSO members:

Years of Service irement
Age <5 10+
57-64 N/A N/A \U'
65-79 0 % 5 %

80 + 100 % 0 %
For all other members: g
Age Rate of Retirement
55 5%
10
62 100

[y

Disability — s vary by age. [llustrative rates are shown below:
Age Rate Age Rate
20 0.03 % 45 0.27 %
25 0.04 50 0.48
30 0.08 55 0.87
35 0.11 60 1.30
40 0.16

Marriage — 80% of male members are assumed to be married with wives 3 years younger than their
husbands.

Interest on Employee Contributions: Future years assumed to be 3.5% per year.
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Benefits Not Valued — The $2,500 post-retirement death benefit for represented ATU members is not
valued since premiums are paid outside of the plan trust.

Changes in Actuarial Assumptions: The marriage assumption was updated to be consistent with other
MTA Bus agencies.
Actuarial Assumptions — MTA Defined Benefit Pension Plan — Certain Non-

Represented Employees of Alliance Companies

Salary Scale — Salaries are assumed to increase in accordance with the following schedule:

Years of Service Rate of Increase
0 6.00 %
1 5.00
2 4.25
3 4.00
4+ 3.50

¢ shown below: V

Termination — Withdrawal rates vary by years. ive rates

Year of Terminati
Service Rate

0
1
2-9
10+
ustrative rates.are shown glow:
4 Retirement Rate

17.50 %
475

Retirement — Rates

Age
55-56 6 %
57-58 o 8
59 9
1 13

2 25
63-64 15
65 100

Disability — Rat ge. [llustrative rates are shown below:

Age Rate Age Rate
20 0.03 % 45 0.27 %
25 0.04 50 0.48
30 0.08 55 0.87
35 0.11 60 1.30
40 0.16

Marriage — 80% of members are assumed to be married with wives 3 years younger than their
husbands.
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Changes in Actuarial Assumptions — The marriage assumption was updated to be consistent with
other MTA BUS agencies.

CUSTODIAL AND OTHER PROFESSIONAL SERVICES

JP Morgan Chase Bank is the custodian and trustee of plan assets with the exception of Mellon asset
management investments in which Mellon Bank N.A. is the custodian. JP Morgan Chase also provides
cash receipt and cash disbursement services to the Plan. NEPC reviews the Plan’s portfolio, the
investment policies as stipulated by the Investment Committee and the performance of the Investment
Managers. NEPC also provides audit services for the Plan’s equity portfolios. Actuarial services were
provided to the Plan by Milliman Inc.

SUBSEQUENT EVENTS

h January 22, 2018, the
ere are no recognized

Subsequent Management has s evaluated subsequent events, fo
date the financial statements were available to be issued, has
or non-recognized subsequent events for the financial
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)

SCHEDULE OF CHANGES IN THE EMPLOYERS' NET PENSION LIABILITY AND RELATED RATIOS

(in thousands)

SCHEDULE |

2016 2015 2014
Total pension liability:
Service cost $ 138,215 124,354 121,079
Interest 288,820 274,411
Changes of benefit terms 6,230 -
Differences between expected and actual
experience 1,556 2,322
Changes of assumptions -
Benefit payments and withdrawals (199;572) (191,057)
Net change in total pension liability 265,208 206,755
Total pension liability — beginning 4,099,738 3,892,983
Total pension liability — ending (a) 4,364,946 4,099,738
Plan fiduciary net position:
Employer contributions 221,694 331,259
Member contributions 34,519 26,006
Net investment income (45,122) 102,245
Benefit payments and withdrawa }209,623) (199,572) (191,057)
Administrative expenses & (3,051) (1,962) (9,600)
Net changesin ,
position 345,194 9,557 258,853
Plan fiduciary net positi 3,074,777 3,065,220 2,806,367
Plan fiduciary net'p 3,419,971 3,074,777 3,065,220
Employe:% pension liability — $ 1,341,906 1,290,169 1,034,518
Plan fidu€iary netiposition as a percen
the total pension liability 71.82% 70.44% 74.77%
Covered-employee payroll $ 1,724,219 1,603,924 1,544,050
Employer’s net pension as a pergentage
of covered-employee pa 77.83% 80.44% 67.00%

In accordance with GASB No. 67, paragraph 50, such information was not readily available for periods prior to 2014.
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METROPOLITAN TRANSPORTATION AUTHORITY
DEFINED BENEFIT PENSION PLAN

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS

Note to Schedule II:

The more significant actuarial assumptions and methods used in the calculation of employer contributions to the Plan

the years ended December 31, 2016 and 2015, are as follows:

Valuation Dates
Actuarial cost method

Amortization method

Actuarial asset valuation method

Interest rate

Inflation
Railroad retirenment wage base

Mortality

Separations other than
for normal retirement

Rates of normal retirement

Salary increases

Overtime

Cost-of-living adjustments

Provision for expenses

January 1, 2016
Frozen initial liability (FIL) (1)

For FIL bases, period specified in current valuation
report. Future gains/losses are amortized through
the calculation of the normal cost in accordance
with the FIL cost method amortized based on
expected working lifetime, weighted by salary, of
the projected population for each group

Actuarial value equals market value less unrecognized
gains/losses over a 5-year period. Gains/losses are

based on market value of assets.

Net rate of 7.0% for 2016, per anm
net of investment expenses

2.5% per annum
3.5% per year ¢
Based on experience of all MTA

mortality improvement ona genet:
using Scals

Tables based on recent experience

Tables based on recent experi
by age, years of service at retire

mployee group;
") for TWU

1.375% per annum (2)

An average of the priordhree years’ administrative
charges added to the normal cost

SCHEDULE 1l

report. Future gains/losses are amortized through
the calculation of the morimal cost in accordance
with the FIL cost method rtized based on
xpected working lifetime, weighted by salary, of
rojected population for each group

Actuarial value equals market v:

improvement ona generational basis
cale AA

Tables based on recent experience

Tables based on recent experience. Rates vary

1ed in"eurrent valuation

ess unrecogniz
ains/losses are

January 1, 2014
Frozen initial liability (FIL) (1)

For FIL bases, period specified in current valuation
report. Future gains/losses are amortized through
the calculation of the normal cost in accordance
with the FIL cost method amortized based on
expected working lifetime, weighted by salary, of
the projected population for each group

Actuarial value equals market value less unrecogn
gains/losses over a 5-year period. Gains/losses are

based on market value of assets.

Net rate of 7.0% for 2015, per annum,
net of investment expenses

2.5% per annum

3.0% per year

Based on experience of all MTA members reflecting Based on experience of all MTA members reflectii

mortality improvement ona generational basis
using Scale AA

Tables based on recent experience

Tables based on recent experience. Rates vary

by age, years of service at retirement and Tier/Plan. by age, years of service at retirement and Tier/Plar

Varies by years of employment, and employee grouy Varies by years of employment, and employee gro

3.5% for MTA Bus hourly employees

Tables based on recent experience
1.375% per annum (2)

An average of the prior three years’ administrative
charges added to the normal cost

(1) Under this actuarial method, the initial liability has been established by the Entry Age Actuarial Cost Method for determining changes

in the Unfunded Actuarial Accrued Liability (UAAL) due to plan provision and assumption changes.

(2) Assumes a long-term consumer price inflation assumption of 2.5% per annum, compounded annually.
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3.5% for MTA Bus hourly employees

Tables based on recent experience
1.375% per annum (2)

An average of the prior three years’ administrative
charges added to the normal cost

(continued)



METROPOLITAN TRANSPORTATION AUTHORITY SCHEDULE Il
DEFINED BENEFIT PENSION PLAN

Required Supplementary Information (Unaudited)
Schedule of Employer Contributions
(in thousands)

Fiscal Year Actuarially Actual Contribution Contribution
Ending Determined Employer Deficiency Covered as a % of
December 31 Contribution Contribution (Excess) Payroll covered Payroll

2007 $ 81,700 $ 81,700 $ N/A
2008 107,759 107,759 N/A
2009 146,171 146,171 N/A
2010 155,318 155,318 N/A
2011 166,188 166,188 N/A
2012 212,397 212,397 N/A
2013 242,980 2429 N/A
2014 271,523 331,259 1,544,050 21.45%
2015 273,730 221,694 1,603,924 13.82%
2016 290,415 1,724,219 16.28%

* Excess for 2014 reflects a prepaid contribution toward the 2015 At

In accordance with GASB No. 67, paragraph 50, such information was not readily available for periods prior to 2014.

Q)
<N\
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METROPOLITAN TRANSPORTATION AUTHORITY SCHEDULE IIl
DEFINED BENEFIT PENSION PLAN

Required Supplementary Information (Unaudited)
Schedule of Investment Returns

The following table displays annual money-weighted rate of return, net of investment expense.

Fiscal Year Net
Ending Money-Weighted
December 31 Rate of Return
2007 N/A
2008 N/A
2009 N/A
2010 N/A
2011 N/A
2012 N/A V
2013 N/A
2014 3.58%
2015 -1.47%
2016 7.97%
In accordance with GASB No. 67, paragraph 50, such informatieoh was n y available for
periods prior to 2014.

Calculation on Long-Te te of Return
p

The best-estimate range for t ected rate of return is determined by adding expected inflation

assumptions are

.
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METROPOLITAN TRANSPORTATION AUTHORITY

ENTERPRISE RISK MANAGEMENT AND
INTERNAL CONTROL GUIDELINES

Pursuant to Public Authorities Law Section 2931
Adopted by the Board on November 16, 2016

These guidelines apply to the Metropolitan Transportation Authority (“MTA”) , the New York City
Transit Authority, the Long Island Rail Road Company, The Metro-North Commuter Railroad
Company, Staten Island Rapid Transit Operating Authority, Manhattan and Bronx Surface Transit
Operating Authority, MTA Capital Construction, MTA Bus Company, Triborough Bridge and
Tunnel Authority, and to all future affiliated or subsidiary agencies of the MTA (each of which is
referred to severally and together, as the "Authority™).

Article 1. Purpose of Guidelines

The purpose of these guidelines is to establish an effective system of internal controls for
the Authority which complies with the requirements of the New York State Government
Accountability, Audit and Internal Control Act of 1999 (“the Act”) amending Public
Authorities Law (“PAL”) Sections 2930 through 2932, and is consistent with the
Standards for Internal Control in New York State published by the Office of the State
Comptroller (“Comptroller Standards™), Guidelines issued by the Independent Authority
Budget Office (“IABO”), standards established by the U.S. Government Accountability
Office (GAO), and the Commission of Sponsoring Organizations of the Treadway
Commission (“COSO”) standards.

Article I1. Requirements of the Act

In compliance with the requirements of PAL Section 2931 the MTA Board is required to:

1.

Establish and maintain for the Authority guidelines for a system of internal
control that are in accordance with the Act and internal control standards;

Establish and maintain for the MTA a system of internal controls and a
program of internal control review. The program of internal review shall be
designated to identify internal control weaknesses, identify actions that are
needed to correct these weaknesses, monitor the implementation of the
necessary corrective actions and periodically assess the adequacy of the
Authority’s ongoing internal controls;

Make available to each member, officer and employee a clear and concise
statement of the generally applicable managerial policies and standards with
which he or she is expected to comply. Such statement shall emphasize the
importance of effective internal controls to the Authority and the
responsibility of each member, officer and employee for effective internal
control,

METROPOLITAN TRANSPORTATION AUTHORITY
ENTERPRISE RISK MANAGEMENT/INTERNAL CONTROL GUIDELINES
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Designate an internal control officer who shall report to the head of the
Authority to implement and review the internal control responsibilities
established pursuant to this section; and

Implement education and training efforts to ensure that Board Members,
officers and employees have achieved adequate awareness and
understanding of internal control standards and, as appropriate, evaluation
techniques.

Article 111. Guidelines Maintenance

These guidelines replace MTA All Agency Policy Directive 11-008 Accountability &
Internal Control issued June 8, 1990.

These guidelines are subject to annual review by the Audit Committee. In advance of
submission of these guidelines for such review, the Enterprise Risk Management
Committee (“the Committee” defined in Article IV(B)) shall be responsible for preparing
any proposed revisions to the guidelines necessary to ensure that they continue to be in
compliance with the Act and consistent with the Comptroller standards, IABO guidelines
and COSO standards.

Article 1V. System of Internal Controls and Program of Internal Control Review

Section A.

Enterprise Risk Management/Internal Controls

Enterprise Risk Management (“ERM”)/Internal Controls is defined as a process
conducted by the Authority’s Board, management and other personnel, applied in a
strategic setting and across the Authority, designed to identify potential events that
may affect the entity, and manage risk to be within risk appetite, to provide reasonable
assurance regarding the achievement of objectives in the following categories:

Strategic - high-level goals, aligned with and supporting Authority’s mission
Operations - effective and efficient use of the Authority’s resources

Reporting — reliability, timeliness, transparency of financial and non-financial
reporting

Compliance - compliance with applicable laws, regulations, contracts and policies

The definition reflects certain fundamental concepts regarding ERM/Internal Control
management. ERM/Internal Control management is:

YVVYVY

An ongoing and flowing process throughout the Authority
Effected by people at every level within the Authority
Applied in developing and implementing strategy

Applied across the Authority, at every level and in all areas of
responsibility

METROPOLITAN TRANSPORTATION AUTHORITY
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> Designed to identify potential risks that, if they occur, will affect the
Authority

ERM/Internal Controls consists of eight interrelated components. These components
are:

1. Control Environment — The internal environment encompasses the tone
of the Authority, and sets the basis for how risk is viewed and addressed
by employees, including risk management philosophy, integrity and ethical
values, and the environment in which they operate.

2. Obijective Setting — Objectives must exist before management can identify
potential events affecting their achievement. Internal control management
ensures that management has in place a process to set objectives and that
the chosen objectives support and align with the Authority’s’ mission.

3. Event Identification — Internal and external events affecting achievement
of Authority’s objectives must be identified, distinguishing between risks
and opportunities.

4. Risk Assessment — Risks are analyzed by, considering likelihood and
impact, as the basis for computing the overall risk rating. The
vulnerability of the Authority to various risks determines how they should
be managed.

5. Risk Response — Management evaluates the available risk response
options (avoiding, accepting, reducing or sharing) and selects the strategy
that optimizes the cost-benefit goals of the Authority.

6. Control _Activities — Policies and procedures are established and
implemented to ensure that the risk responses strategy is established and
effectively executed.

7. Information and Communication — Relevant information is identified,
analyzed, and communicated in a form and timeframe that enable
employees to effectively carry out their responsibilities.

8. Monitoring — Internal Controls are monitored and modifications made as
necessary. Monitoring is accomplished through ongoing management
activities, separate periodic evaluations, or both.

Internal Control Principles
All components and principles are relevant in establishing an effective internal

control system for the Authority. In order for the authority to have an effective
internal control system, the components of internal control must be successfully

METROPOLITAN TRANSPORTATION AUTHORITY
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designed, implemented, and functioning sufficiently. The principles represent the
fundamental concepts which are associated with particular components within the
system and apply to strategic, operating, reporting and compliance objectives. The
principles supporting the components of internal controls are listed below.

Control Environment

1. Demonstrates commitment to integrity and ethical values
2. Exercises oversight responsibility
3. Establishes structure, authority and responsibility
4, Demonstrates commitment to competence
5. Enforces accountability
Risk Assessment
6. Specifies suitable objectives
7. Identifies and analyzes risk
8. Assesses fraud risk
9. Manages risk during change

Control Activities
10.  Selects and develops control activities
11.  Selects and develops general controls over technology
12. Deploys controls through policies and procedures
Information and Communication
13. Uses relevant information
14.  Communicates internally
15.  Communicates externally
Monitoring
16.  Conducts ongoing and/or separate evaluations
17. Evaluates and communicates deficiencies

In the event that management determines that a principle is not relevant, such
determination should be at a minimum be supported with documentation and a
rational of how, in the absence of that principle, the control is operating effectively.

Section B.  Enterprise Risk Management Committee

The Enterprise Risk Management Committee (“the Committee™) has the authority and
responsibility for ensuring compliance by the Authority with the Act, Comptroller
Standards, IABO guidelines and COSO standards. In addition, the Committee has
authority to oversee the ERM program as it relates to those Business Processes and
their associated risks and controls that occur between multiple Agencies and may
also:

Advise on risk strategy,

Assist with identifying risk appetite and tolerance

Oversee risk exposures

Review crisis management plans, and

Support the internal control program

VVVYVYVY
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Authority Internal Control Officers or their designees serve on the Committee, which
is chaired by the MTA Chief Compliance Officer. The Committee will meet as
needed but generally not less than every six months to review and suggest
improvements to the ERM program.

Section C.  Vulnerability Assessments
Part 1. Components
Vulnerability (Risk) Assessments (“VA”) is an analysis of the potential
exposure to a thing going wrong, what can happen if it does, and what controls,

if any, are or should be in place to manage risk. The VA also defines how
often and when controls are to be tested. Each VA must at a minimum contain

the following:

> ldentification of key business processes

»  Objectives of each business process

> Risks to those objectives

> Effect and likelihood (in the absence of controls) of risks occurring and an

overall vulnerability rating

Controls in place to manage each risk to an acceptable level

Testing frequency (based on vulnerability rating)

Testing schedule (approximately when each control will be tested during a
particular cycle)

YV V

Part 2. Controls
Controls will be classified as key, subordinate, secondary, or monitoring.

Key Controls -an internal control that is assessed by management that
provides reasonable assurance that material errors will be prevented or
detected in a timely manner and that without which the business process
will break down.

Subordinate Controls- those internal controls that are utilized to
supplement key controls. Subordinate controls can be compensating,
mitigating or redundant as it relates to the key control.

Secondary Controls — those controls which are not key or subordinate
controls.

Monitoring Controls - those controls that are not designed to mitigate risk
but are designed to monitor non-critical business process risks.

Part 3. Assessing Risk Effect, Probability, and Overall Risk Rating

METROPOLITAN TRANSPORTATION AUTHORITY
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Risk within a business process is the inherent potential for events to occur that
will negatively impact that business process, its objectives, and/or related
activities. Vulnerability within a business process can be assessed by defining
what negative event can reasonably occur (risk), evaluating their significance
(effects) and estimating the likelihood that they can happen (probability).
When assessing the effect if the risk occurs the following categories should be
used in determining level of significance.

Significance
Rating

Evaluation Criteria

High (5)

Will cause a failure of the business process to meet its
objectives, or cause objective failure in other activities,
which will, in turn, cause or expose the Authority to
significant financial losses, interruptions in operations,
failure to comply with laws and regulations, major waste of
resources, failure to achieve stated goals, etc.

Med High (4)

May cause a failure of the business process to meet a
significant part of its objectives, or impact the objectives of
other activities, which may, in turn, expose the Authority to
unacceptable financial losses, reductions to or ineffectiveness
of operations, non-compliance with laws and regulations,
sizable waste of resources, etc.

Medium (3)

May cause a failure of the business process to meet part of its
objectives, which may, in turn, expose the Authority to
unacceptable financial losses, inefficient operations, non-
compliance with laws and regulations, waste of resources,
etc.

Medium Low

@)

May cause the business process, or other activities, not to
meet part of its objectives which, may, in turn, expose the
Authority to potentially unacceptable financial losses, less
effective or efficient operations, some non-compliance with
laws and regulations, waste of resources, etc.

Low (1)

Unlikely to cause the activity not to meet part of its
objectives. If the activity does not meet part of its objective,
this, in turn, may cause or expose the Authority to potentially
unacceptable financial losses, less efficient operations, some
non-compliance with laws and regulations, less efficient use
of resources, etc.
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When assessing the likelihood the risk will occurs the following categories
should be used in determining level of likelihood.

Likelihood Evaluation Criteria
Rating (Assumes No Controls in Place)
Extreme (5) Reasonable assumption that this risk will almost certainly
occur
High (4) Reasonable assumption that this risk will likely, but not

certainly, occur

Medium (3) Reasonable assumption that this risk may occur

Low (2) Reasonable assumption that this risk will likely not occur

Negligible (1) | Reasonable assumption that this risk will not occur

The overall risk rating is used to identify the relative importance and required
testing of each control. For ease of assessing, the impact of each risk multiply
the numeric values associated with the significance rating and the likelihood
rating to determine a relative overall risk rating to each risk: Effect x

Probability = Vulnerability

Overall Risk Rating

Very High High
(25-20) (19-16)

Medium Low Very Low
(15-9) (8-4) (3-1)

Section D.  Control Testing

The frequency of performing an internal control test is determined by the overall risk
rating. Risks with very high or high overall risk rating are considered to be more
critical than those in lower categories given that controls are used to manage risks to
acceptable levels. Therefore controls over high risk activities must be tested more
frequently. The Authority’s testing cycle is classified as follows:

Vulnerability Control Test Cycle
Very High Annually (Minimum)
High Not less than Every 2 years
Moderate Not less than Every 3 years
Low Not less than Every 4 years
Very Low Not less than Every 5 years
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Each Business Process Owner along with their Authority Internal Control Officer is
responsible for creating test instructions. Test instructions should contain at a
minimum the standard which will be used to judge the control, the methods which
will be utilized to test the control, the sample size and test period. In addition the test
instructions should include criteria for what constitutes passing versus failing of any
given test.

Business Process Owners must maintain records, both electronic and paper, for each
test. The records must include when the test was performed, by whom, what was
tested, how it was done, scope (period of time covered), number of records reviewed,
personnel involved, personnel interviewed, actions observed, errors found,
conclusions and corrective action plans to be implemented. Records must be
maintained at a minimum through at least one internal control review cycle (1-5
years) or as required by Authority’s records retention policy.

The Committee shall establish standards for testing for the ERM business processes.

The Business Process Owners must provide proof of testing, including copies of all
testing records at the request of the MTA Chief Compliance Officer, the Authority
ICO for their respective Agency, MTA Audit Services, or the MTA Inspector General
Office. Failure to provide testing documentation must be reported to the Chief
Compliance Officer and the Agency President.

Section E. Internal Control Review and Assessment

The Authority shall conduct an annual Internal Control Review and Assessment
(“ICRA”) which is an examination and evaluation of the Authority’s system of
internal controls to ascertain whether adequate controls exist to:

Encourage adherence to Authority’s policies and procedures

Promote operational efficiency and effectiveness

Safeguard assets

Create and maintain a safe environment for employees and customers
Ensure reliability of accounting data

YVVVVY

The results of the ICRA, at a minimum, reaffirms that there is reasonable assurance
that controls are functioning as intended.

Based upon the result of the ICRA, the Authority’s shall complete, as part of its
Annual Report, an annual assessment of the effectiveness of internal control
structures and procedures. The assessment is a written statement from the MTA
Chief Compliance Officer setting forth the Authority has conducted a formal,
documented process to assess the effectiveness of its internal control structure and
procedures, and indicating whether or not the internal controls are adequate.
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Section F. Certification and Summary Reports

The Chairman/Chief Executive Officer on behalf of the Authority shall complete a
signed certification and summary report that the Authority’s internal control program
is compliant with the Act. In support of this certification each Agency President shall
also sign a certification and summary report that their Agency is compliant with the
Act.

Section G. Corrective Action Plans

If any control should fail the Control Testing or ICRA process, described in Section D
and E above, a corrective action plan must be initiated. The corrective action plans
will at a minimum list the severity of the issue as either:

Material Weakness
Significant Deficiency
Deficiency
Documentation Only

YVVYVY

This corrective action plan shall also include:

Actions to be undertaken

Persons responsible for those actions

Resources required to complete the corrective action

Date corrective actions were completed or date by which they are expected
to be achieved

YVVVYVY

Article V. Generally Applicable Managerial Policies and Standards

The Chairman/Chief Executive Officer of the Authority, together with Agency Presidents
shall prepare and disseminate annually a statement emphasizing the tone at the top, the
importance of effective internal controls and the responsibility of each officer and
employee for effective internal controls. This statement should list the name and contact
number of the Authority Internal Control Officer for their respective Agency and any
other individuals who can be contacted for further information on internal controls.

Managerial policies and procedures for the performance of specific functions shall be
articulated in administrative manuals, employee handbooks, job descriptions and
applicable policy and procedure manuals. While it is not necessary for all employees to
possess all manuals, employees should be provided with, or have access to, applicable
policies and procedures for their position.

Each Agency shall establish procedures for policy lifecycle management, including but
not limited to the creation, approval, maintenance, storage, monitoring and review of
Agency specific policies and procedures. MTA Corporate Compliance shall establish
procedures for all agency policy lifecycle management, including but not limited to the
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creation, approval, maintenance, storage, monitoring and review of All Agency Policy
Directives and Guidelines.

Article VI. Designation of an Internal Control Officer

The MTA Chief Compliance Officer shall serve as Internal Control Officer for the
Authority and shall report to the Chairman and Chief Executive Officer of the Authority
or his/her designee. The Chief Compliance Officer shall implement and review the
internal control responsibilities established by these guidelines to ensure compliance by
the Authority.

Each MTA Agency President shall appoint an Authority Internal Control Officer, who
shall report to the Agency President or to his/her designee within the executive office

Article VII. Implementation of Education and Training Programs

Senior management and employees responsible for specific functions relating to the
Authority’s internal control program must attend recurring internal control training.

The training will utilize standardized material on Internal Controls developed by the
Committee as well as the Office of the New York State Comptroller’s Internal Control
Guide-Compliance Road Map. Agencies may augment this guide, if necessary, to
provide specialized instruction.

The Committee shall determine at a minimum which classification of employees should
attend internal control training, including the method, content and frequency of such
training.

Article VIII. MTA Audit Services

In order to maintain independence, MTA’s Auditor General and MTA Audit Services
shall not directly or indirectly manage the Authority’s ERM/Internal Control program.
MTA Audit Services shall evaluate the Authority’s internal controls and operations,
identify internal control weaknesses that have not been corrected and make
recommendations to correct those weaknesses.
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Enterprise Risk Management Committee

Status Report
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Executive Summary

All Agencies Submitted Their Annual Internal Controls Certifications and
All of the Programs Were in Full Compliance with NYS Governmental
Accountability, Audit and Internal Control Act Requirements

All Agencies Working on Closing Open Material Weakness / Significant
Deficiencies

ERM Committee Met During the Period to Discuss Significant Issues and
MTA Organizational Changes

Agencies Continue to Document Their Vulnerability Assessments in the
Governance Risk and Compliance (GRC) System

RFP issued for Governance Risk and Compliance (GRC) System
replacement

Procurement Consolidation

IT Transformation
Treasury Transformation

GRC Migration

1,924 Total Business Processes

903 Total Significant Business Processes of which 553 Were Reviewed

Approximately 4,807 Total Risks (all business processes)
Approximately 6,178 Total Controls (all business processes)

12 Total Material Weakness / Significant Deficiencies Are Still Pending

Standards for Internal Controls in New York State Government — Office
of the State Comptroller

COSO 2013

COSO Enterprise Risk Management

NYS Comptroller Guidelines

Corporate Compliance
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ERM Personnel by Agency

B&T 2 14 265 358 353
MTA HQ 3 29 198 1,339 529
LIRR 4 34 430 984 1,422
MNR 4 42 237 724 732
MTA Bus 3 25 38 148 195
MTA CC 1 15 147 202 519
NYCT 6 65 609 1,052 2,428
TOTAL 23 224 1,924 4,807 6,178

* Note that while these employees have ERM responsibilities for their agencies, they also have a number of other responsibilities.

Corporate Compliance

D
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Prior Period Comparison

Significant Business Processes
Total Activities / Business Process
Total Risks

Total Controls

D

903 882
1,924 1,910
4,807 4,784
6,178 6,207

Corporate Compliance

21
14
23

2.4%
0.7%
0.5%
-0.5%
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D

200
180
160
140
120

100

80 -
60 -
40 +

20 -

Review of Internal Controls Performance

Significant Business Processes Reviewed

Total Significant Business Process = 903
Total Significant Business Process Reviewed = 5

B&T

MTA HQ LIRR
1 Significant Business Processes

MNR MTA Bus MTA CC
m Significant Business Processes Reviewed”

NYCT

Corporate Compliance
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Material Weakness/Significant Deficiencies

Total Material Weakness / Total Open Material Weakness /
Significant Deficiencies Significant Deficiencies

Overall Risk Overall Risk

Ranking Ranking

Raking MTACC MTHQ LIRR MNR NYCT Total Raking MTACC MTHQ LIRR MNR NYCT Total
Low 1 0 0 0 1 2 Low 1 0 0 0 0 1
Medium 2 0 4 0 3 9 Medium 2 0 0 0 2 4
High 1 1 1 0 0 3 High 1 0 0 0 0 1
Very High 0 0 1 5 5 11 Very High 0 0 0 4 2 6

TOTAL 4 1 6 5 9 25 TOTAL 4 0 0 4 4 12

Corporate Compliance
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Total Controls Vs. % of Material Weakness / Significant Deficiencies

D

Open Corrective Action Plans Status

B&T
MTA HQ
LIRR
MNR

MTA Bus
MTA CC
NYCT

Enterprise

353
529
1,422
732
195
519
2,428

6,178

Corporate Compliance

12

0.00%
0.00%
0.00%
0.55%
0.00%
0.77%
0.16%

0.19%
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Open Corrective Action Plans

Ineffectual Operations
Regulatory Noncompliance
Safety
Theft of Assets

Total

D

Corporate Compliance

O e o

P, N P W

12
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January 2018

Top Agency Risks Enterprise-Wide Risks
Cyber Security Cyber Security
Infrastructure and Equipment Maintenance Institutional Transformation
Reputational Reputational
Safety - Employee and Customer Safety
Security Succession Planning

Succession Planning

D

Corporate Compliance




Memorandum

w Metropolitan Transportation Authority

State of New York

To: Audit Committee

From: Lamond W. Kearse, Chief Compliance Ofﬁ@_

Date: December 29, 2017

Re: Management Assessment: Effectiveness of Internal Controls 2016-17

As the Metropolitan Transportation Authority’s Chief Compliance Officer, | also
serve as the Authority’s Chief Risk Officer and therefore | am responsible for
overseeing the establishment and operation of the MTA’s internal control program,
which includes each of its subsidiary and affiliated entities (“MTA”").

This statement certifies that management has documented and assessed the
internal control structure and procedures of the MTA for the year ending December
31, 2017. In making this assessment, management used criteria set forth by MTA’s
Enterprise Risk Management/Internal Control Guidelines, Standards for Internal
Control in New York State published by the Office of the State Comptroller,
Guidelines issued by the Independent Authority Budget Office, and the Guidelines
of the Commission of Sponsoring Organizations of the Treadway Commission.

This assessment found the MTA’s internal controls to be adequate, and to the
extent that deficiencies were identified, the MTA has developed corrective action
plans to reduce any corresponding risk.

Therefore based upon the above | believe that as of December 31, 2017, the MTA's
internal control structure and procedures are effective.

c: Michael Fucilli, Auditor General
Enterprise Risk Management Committee

Master Page # 425 of 455 - Audit Committee Meeting 1/22/2018



Memorandum

w Metropolitan Transportation Authority

State of New York

Date November 7, 2017

To All MTA Employees
From Veronique Hakim, Managing Director \K
Re Annual Commitment to Efficient and Effective Internal Controls

The Metropolitan Transportation Authority (“MTA”) is committed to maintaining a
system of efficient and effective internal controls. Internal controls is the integration of
the activities, plans, attitudes, policies, and efforts of all MTA employees working together
to provide reasonable assurance that we will achieve our objectives and mission.

The overall purpose of our internal controls system is to help the MTA: (1) promote
orderly, economical, efficient and effective operations, (2) provide quality services for our
stake holders consistent with our mission; (3) safeguard resources against loss due to
waste, abuse, mismanagement, errors and fraud; (4) promote compliance with our Code of
Ethics, laws, regulations, policies, contracts and management directives and; (5) develop
and maintain reliable financial/management data which is accurately presented in timely
reports.

Each employee is responsible for ensuring that we comply with our system of internal
controls. For our internal controls to be most effective, each employee must be
responsible for becoming familiar with our policies, operating procedures, and the legal
requirements that apply to his or her job, and must abide by these requirements at all
times.

If you want additional information about our internal controls program you can contact
your Agency Internal Control Staff (list attached) or MTA Chief Compliance Officer,
Lamond W. Kearse at 646-252-1329.

Master Page # 426 of 455 - Audit Committee Meeting 1/22/2018



METROPOLITAN TRANSPORTATION AUTHORITY
2016-17 INTERNAL CONTROL COMPLIANCE CERTIFICATION

METROPOLITAN TRANSPORTATION AUTHORITY
Authority Name

JOSEPH J. LHOTA, CHAIRMAN
Chairman Governing Board

2 BROADWAY, NEW YORK, NY 10017 (212) 878-7200
Authority Address Telephone Number
LAMOND W. KEARSE, CHIEF COMPLIANCE OFFICER (646) 252-1330
Name of Internal Control Officer Telephone Number
LKEARSE@MTAHQ.ORG

Email Address of Internal Control Officer
I hereby certify to the best of my knowledge and belief that as of December 31, 2017 the

Metropolitan Transportation Authority’s Internal Controls Structure and Procedures are
effective and

| Fully Compliant (Full compliance with all provisions)

[ Partially Compliant (Partial compliance with some or all provisions)

[J Not Compliant (Noncompliance with all provisions)
with the Enterprise Risk Management/Internal Control Guidelines Issued by the MTA Board.

Wergty Lot onie

JOSKPH/J. LHOTA, CHAIRMAN Date

Master Page # 427 of 455 - Audit Committee Meeting 1/22/2018
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MTA Information Technology

Audit Committee Report on IT
January 2018

Sidney Gellineau, CIO
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Purpose / Overview

This presentation has been prepared to update MTA Audit
Committee on major enterprise-wide technology strategies
and initiatives underway.




810T/TT/1 SUNRIA SONIWWO)) JIPNY - GGt JO Ot # 9Ted IISEN

MTA IT Is driving savings by using resources more

efficiently across all agencies

2015 Budget reduction of 6%
O 59 Positions ($19.3m) Note some staff additions were necessary:
n] $3.4m Non Labor

Labor Agreements: Converted consulting

2016 Budget reduction of 7% positions to 67 permanent positions for
O 69 Positions ($16.7m) technical support and service desk

o $5.9m Non Labor . . .

New Project Requirements: 61 positions added
to support cybersecurity, projects approved
by IT Governance, EAM, and Capital
Programs (e.g., M9s & PTC)

2017 Budget reduction
n] $1.6m Non Labor

2018 Budget reduction
o $5.1m Non Labor - proposed - to fund NYCT Subways Action Plan

One time savings from demand management $96.1m

Total savings since consolidation $143m

* Includes Payroll underruns in 2015 and 2016
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Goal and Progress of Application Rationalization

effort at MTA
. : . » Out of 584 Apps., 298 are potential candidates
2017 Inventory - 920 Applications for rationalization within Strategic Projects

« 584 are in scope for rationalization . 23 Apps already completed
 Remaining applications

Business Drivers for Application “? in process of being rationalized
Rationalization need Fit Gap Analysis

Minimal use of custom

apps will reduce Examples , o
maintenance and Apps. that will be rationalized
support. * New Fare Payment 29
 EAM 76
SV [I=Ye Hlgi=Ye c=Nilo )l Rationalization will help « Kronos Timekeeping 11
complexity with eliminating complex
integration environments. « Document Management 37
* Incident Management 9
Rationalization will help
Reduced app with identifying areas « Crew Management _ 11
support costs where app support can » Central Train Scheduling 13

be minimized.
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(Multi-year) Major Initiatives

Windows Server Upgrades

Windows Desktop Upgrade
O Winl0 (25K Desktops)

Data Center Optimization (5)
O Cloud Hosting
O Mainframe Support

MNR & LIRR Network replacement
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MTA IT continues to consolidate multiple contracts into single

IT Contracts or Enterprise License Agreements (ELA).

Completed

Microsoft

CISCO (networks)

VM Ware (datacenter and server virtualization)
IT Training Services

EMC (System Backup)

HP Managed Print Services

Dell (computer hardware)

IBM (Document management)

Oracle Maintenance
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Major Accomplishments 2017

Information Technology

D

Install ServiceNow to improve IT
Service delivery and inventory control

Updated cyber security platforms

Delivered dashboards for project
tracking

Upgraded Identity Management
Systems

Agencies

“B” Division Countdown Clock rollout
Security reviews of SCADA/ICS systems
MTA.Info Performance Dashboards
LIRR PCI Compliance (new)

NYCT, MNR PCI Compliance (renewal)

On Board Ticket Issuing Machines
(OBTIMS)
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Goals for 2018

Information Technoloqgy Agencies

O Continue to update cyber security O Complete replacement of NYCT Business
platforms. Data Network

O Upgrade PeopleSoft hardware and O Start Upgrades of MNR and LIRR Networks
disaster recovery O Complete Proof of Concept for UWB

O Continue upgrades to desktops to CBTC Systems
Windows 10 O Continue rollout of Info Asset

O New Mainframe Support Contract Management System

D
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What are our concerns?

D

O Since the last briefing IT working with HR is having greater success in
recruiting staff

Job Fairs

Interviewing on the weekends
Advertising effort promoting MTA IT brand
Development of current staff

O We are assessing the impact of the recent hiring restrictions on IT
Operations and project completion.
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Metropolitan Transportation Authority

Department of Diversity and Civil Rights

Report to the Audit Committee
January 22, 2018
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MTA Headquarters

DDCR Update

Inactive Contracts — Status as of December 31, 2017

1. Total Contracts Reviewed and Closed 887
2. Contracts Administratively Closed 2921
1,179
Sub-Total (95%)
3. Closeouts in Progress 19
4. Contracts Pending Agency Action 48
1,2462
Total (100%)

Contracts administratively closed because of the age of the contract (beyond the established seven-year record retention period).
Total number of inactive & closed contracts as of December 31, 2017.
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MTA Headquarters

DDCR Update

1,400
1,200
1,000
800
600
400

200

i

DDCR Contract Closeout Progression
3Q 2014 through 4Q 2017

++o8—t 118 1140 +154—11641,179

T0/1

1,029
956 ¥.000

633

215

101
17

3Q  4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
2014 2014 2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 2017 2017
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MTA Headquarters
DDCR Update

D

250

200

150

100

50

0

DDCR Project Site Visits: 3Q 2015 - 4Q 2017
Total Site Visits Performed = 1,558

198 208

175

161 156
147

130 129 136

121

3Q 2015 4Q 2015 1Q 2016 2Q 2016 3Q 2016 4Q 2016 1Q 2017 2Q 2017 3Q 2017 4Q 2017
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MTA AUDIT SERVICES

2017 Year End Status
and
2018 Proposed Audit Plan

January 22, 2018
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2017 Audit Plan

Summary

Financial/Operational/Technology

- Projects Completed
- Recommendations
- Savings/Cost Efficiencies

Contracts

- Projects Completed

- Pre-Award OH Reviews
- $ Audited

- Questioned Costs

168
607
$53.7M

157

289
$989.7 M
$37.9M
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2017 Audit Plan

Superstorm Sandy
Recovery Oversight Audits
(Since 2013)

Total Grant Expenditures =
Total $ Audited =
Projects Completed =
Recommendations =
Follow-up Audits Completed =
Total Cost Adjustments =
Use of External Monitors =
DOT/IG Reviews =

FTA Reviews =

$1.71 Billion
$333 Million
94

252

10

$ 59.6 Million
2 Projects ($395K)
4

e
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MTA Audit Services

2018 Audit Plan
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Audit Plan Formulation

Perform
Company
Analysis

Analyze
strategies,
financial
indicators, and
operational
controls to
identify the audit
universe.

September

Develop
Value Driver
Analysis

Understand
enterprise,
business unit and
functional
strategies based
on business risk
factors and
discussions with
key management
personnel.

Evaluate
Enterprise Risk

Evaluate the

enterprise risk
using five main
key indicators.

November

December

Prioritize
Audits

Identify auditable
activities / units,
based on the
results of the risk
assessment.

Refine Audit
Strategy

Using the IIA’s ris
assessment
methodology
formulate audit

plan and obtain
Audit Committee
approval.
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Th

The Audit Plan Sources

e Metropolitan Transportation Authority Mission is to preserve and enhance the

quality of life and economic health of the region it services through the cost-
efficient provisions of safe, on-time, reliable, and clean transportation services.

of

- Engagements -

D
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Risk Factor Considerations

Conducted

91 Interviews
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sk Assessment K
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Audit Universe

296 Activities
(672 Sub-Activities)

-
-

-
-
-
-
-
-
-

120 Moderate

2018 Audit Plan
165 Audits

Audit Universe based on a Five Year Cycle
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2018
AGENCY RESOURCE ALLOCATION

MTA CC
5%
MTA Bus MTAHQ

NYC Transit
24%

LIRR
15%
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2018

RESOURCE ALLOCATION
BUSINESS FUNCTIONS

Revenue
13%

Procurement
16%

Finance
13%

CPM
13% Service Delivery
23%

Technology

8% Safe

Human ° ty
6%
Resources

8%
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2018 Audit Strategy

Focus Audit work on Governance, Risk, and Control Environment

Review efficiency & effectiveness of Operations

Evaluate Reliability of Internal and External Reporting

Support Agency-wide Goals & Initiatives
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2018 Audit Areas

Safety

Treasury Flagging

Payroll Sandy Project Safety
Pensions Hours of Service

Accounts Payable Sleep Apnea Program
Timekeeping Asbestos / Lead Abatement
Overtime

Enterprise Asset Management Procurement

Internal Control Act
Year-End Financial Statements
Audit Recommendations

Executive Order 168
PeopleSoft Market Place
Operating Contracts

Service Deliver Inventory Management
d Non-PO Purchases
Subway Action Plan M/WBE Program
Infrastructure Maintenance Third Party Contracts

Subway Car Maintenance

Signals Revenue
Power

Depot Facilities MetroCard

Diesel Shops E-ZPass

Open Road Tolling
Tenant Management

Rental & Advertising Agreements
Electronic Ticket Collection
Transit Wireless
On-Board Program

Bridge & Tunnel Facilities
Amtrak Agreements
Elevators & Escalators
Customer Service

Track Repairs
Yard/Tower Operations

Capital Program

Superstorm Sandy
LIRR 3" Track

7 Line Extension
2nd Avenue

East Side Access
Capital Contracts

Human Resources

Medical Benefits

Employee Availability
Operational Training
Independent Medical Exams
Personal Actions

Technology

BSC PeopleSoft

Data Security

Sensitive Data

Cloud Computing
Enterprise Change Mgmt.
General Controls

Data Centers

Business Continuity
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Internal Quality Assurance

2017 Results

Review

Results: “Fully Complies”

Seg# lHA - Audit Elements Compliance
1 Purpose, Authority & Responsibility v
2 Independence & Obijectivity v
3 Proficiency & Due Professional Care v
4 Quality Assurance & Improvement Program v
5 Managing the Internal Audit Activity v
6 Nature of Work v
7 Engagement Planning v
8 Performing the Engagement v
9 Communicating Results v
10 Monitoring Progress v
11 Resolution of Management’s Acceptance of Risk v
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D

Other Activities

O Continue to coordinate audit activities with:
« External Auditors
- City/State Comptrollers’ Offices

- MTA Chief Compliance Officer

A Perform Internal Quality Assurance Review
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