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INDEPENDENT AUDITORS’ REPORT 
 
To the Members of the Board of 
Metropolitan Transportation Authority 
 
Report on the Financial Statements 
 
We have audited the accompanying statements of net position of the Staten Island Rapid Transit 
Operating Authority (the “Authority”), a wholly owned public benefit corporation subsidiary of the 
Metropolitan Transportation Authority (“MTA”), as of December 31, 2013 and 2012, and the related 
statements of revenues, expenses, and changes in net position and cash flows for the years then ended, 
and the related notes to the financial statements, which collectively comprise the Authority’s financial 
statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of the financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors’ Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audits to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal control relevant to the Authority’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purposes of expressing an opinion on the effectiveness of 
the Authority’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.   
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
  

Deloitte & Touche LLP 
30 Rockefeller Plaza 
New York, NY 10112-0015 
USA 

Tel:  +1 212 492 4000 
Fax: +1 212 492 5000 
www.deloitte.com 

Member of 
Deloitte Touche Tohmatsu 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the net 
position of the Authority as of December 31, 2013 and 2012, and the respective changes in net position 
and cash flows thereof for the years then ended in accordance with accounting principles generally 
accepted in the United States of America.  
 
Emphasis of a Matter 
 
As discussed in the notes to the financial statements, the Authority is a subsidiary of the MTA. The MTA 
is a component unit of the State of New York. The Authority requires significant subsidies from and has 
material transactions with MTA, The City of New York and the State of New York. Our opinion is not 
modified with respect to this matter. 
 
Other Matters 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis on pages 3 through 10 and the Schedule of Funding Progress of the Staten Island 
Rapid Transit Authority Postemployment Benefit Plan on page 38 be presented to supplement the 
financial statements. Such information, although not a part of the financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the financial statements in an appropriate operational, economic, or historical context.  We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the financial statements, and other knowledge 
we obtained during our audits of the financial statements.  We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance.  
 

 

April 30, 2014 
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY 
(Subsidiary of Metropolitan Transportation Authority) 

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
YEARS ENDED DECEMBER 31, 2013 AND 2012 

1. OVERVIEW OF THE FINANCIAL STATEMENTS 

Introduction to the Annual Report — This annual report consists of three parts: Management’s 
Discussion and Analysis, Financial Statements and Notes to the Financial Statements and Required 
Supplementary Information. 

Management’s Discussion and Analysis — The following is a narrative overview and analysis of the 
financial activities of the Authority for the years ended December 31, 2013 and 2012. This management 
discussion and analysis (“MD&A”) is intended to serve as an introduction to the Authority’s financial 
statements. It provides an assessment of how Authority’s position has improved or deteriorated and 
identifies the factors that, in management’s view, significantly affected Authority’s overall financial 
position. It may contain opinions, assumptions or conclusions by Authority’s management that should 
not be considered a replacement for, and must be read in conjunction with, the financial statements 
described below. 

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

The Statements of Revenues, Expenses and Changes in Net Position show how the Authority’s net 
position changed during each year. They account for all of the current year’s revenues and expenses, 
measures the financial results of the Authority over the past year and can be used to determine how the 
Authority has funded its costs. 

The Statements of Cash Flows provide information about the Authority’s cash receipts, cash payments, 
and net changes in cash resulting from operations, non-capital financing, capital and related financing, 
and investing activities. 

The Notes to the Financial Statements — The notes provide information that is essential to 
understanding the basic financial statements, such as the Authority’s accounting methods and policies, 
details of cash and investments, capital assets, employee benefits, lease transactions, and future 
commitments and contingencies of the Authority, and information about other events or developing 
situations that could materially affect the Authority’s financial position. 

Required Supplementary Information — The Required Supplementary Information provides 
information concerning the Authority’s progress in funding its obligation to provide other 
postemployment benefits to its employees. 
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2. FINANCIAL REPORTING ENTITY 

The Staten Island Rapid Transit Operating Authority is a public benefit corporation and is part of the 
reporting group of the Metropolitan Transportation Authority (“MTA”) and was organized pursuant to 
the New York State (“State”) Public Authorities Law. The Authority operates and maintains the 
commuter rail service in Staten Island pursuant to an interim arrangement pending renewal of its Lease 
and Operating Agreement (“Operating Agreement”) with New York City (“The City”). The Operating 
Agreement provides that the Authority establish fares required to make operations self-sustaining (as 
defined in the operating agreement), and pay its operating expenses and The City pays the Authority’s 
capital costs and operating deficits. The City has the option to terminate the Operating Agreement at any 
time. 

The Authority requires, and will likely continue to require, substantial subsidies from various 
governmental sources in order to maintain its operations in the future. The Authority estimates that 
current fare levels and anticipated operating subsidy levels will provide sufficient revenue to meet 
operating expenses. Subsidies required for future years are presently being determined. If the funds 
made available to the Authority are not sufficient to meet its needs, the Authority must raise fares, 
curtail its service and operations, or defer certain other expenditures (not including maintenance) in 
order to continue operating within the limits of the funds. 

3. CONDENSED FINANCIAL INFORMATION 

The following sections will discuss the significant changes in the Authority’s financial position for the 
years ended December 31, 2013 and 2012. Additionally, an examination of major economic factors and 
industry trends that have contributed to these changes are provided. It should be noted that for purposes 
of the MD&A, summaries of the financial statements and the various exhibits presented are in 
conformity with the Authority’s financial statements, which are presented in accordance with generally 
accepted accounting principles in the United States of America. 

Total assets, distinguishing between capital and other assets: 

2013 2012 2011 2013–2012 2012–2011

Capital assets — net 118,120,898$ 110,261,556$ 107,906,901$ 7,859,342$       2,354,655$  
Other assets 36,479,039     44,139,883   10,257,598   (7,660,844)      33,882,285 

Total assets 154,599,937$ 154,401,439$ 118,164,499$ 198,498$          36,236,940$

December 31, Increase/(Decrease)

 

Significant changes in assets include: 

December 31, 2013 versus 2012 — Net capital assets increased from December 31, 2012 to 
December 31, 2013 by $7,859,342 or 7.1%. This is due primarily to additions to capital assets and a 
reduction in depreciation expense. The net additions to capital assets of $15,973,479 or 6.3% results 
from the increase in structures, stations, vehicles and cars partly offset by an increase in accumulated 
depreciation of $8,114,137 or 5.7% due to normal depreciation of assets. More detailed information 
about the Authority’s capital assets is presented in Note 5 to the financial statements. 

Overall, current assets decreased by $7,660,844 or 17.4% compared with the prior year. This decrease is 
primarily attributable to decreases in the NYC operating recovery subsidy receivable, pension 
prepayment and MTA capital program receivable of $4,018,000, $1,967,533 and $1,231,579, 
respectively. 
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December 31, 2012 versus 2011 — Net capital assets increased from December 31, 2011 to 
December 31, 2012 by $2,354,655 or 2.2%. This is due primarily to additions to capital assets and a 
reduction in depreciation expense. The additions to capital assets of $22,228,790 or 8.8% results from 
the increase in construction in progress, stations, structures, and cars offset by asset impairments 
attributable to Tropical Storm Sandy in the amount of $23,619,746 (see Note 6 to the financial 
statements). Accumulated depreciation decreased by $3,745,611 from 2011 to 2012. More detailed 
information about the Authority’s capital assets is presented in Note 5 to the financial statements. 

Overall, current assets increased by $33,882,285 or 330.3% compared with the prior year. This increase 
is primarily attributable to the NYC operating recovery subsidy and New York City Board of Education 
receivables of $34,809,000 and $711,824, respectively partially offset by a decrease in cash of 
$1,763,362. 

Total liabilities, distinguishing between long-term liabilities and current liabilities: 

2013 2012 2011 2013–2012 2012–2011

Current liabilities 35,820,356$ 36,706,325$ 9,445,051$  (885,969)$      27,261,274$
Long-term liabilities 21,975,615   19,762,440 18,262,983 2,213,175       1,499,457   

Total liabilities 57,795,971$ 56,468,765$ 27,708,034$ 1,327,206$     28,760,731$

Increase/(Decrease)December 31, 

 

Significant changes in liabilities include: 

December 31, 2013 versus 2012 — Total liabilities increased from December 31, 2012 to 
December 31, 2013 by $1,327,206 or 2.4%. Current liabilities decreased by $885,969, due primarily to a 
reduction of $1,613,462 in Due to MTA and constituent authorities, partly offset by increases of 
$404,552 and $390,263 in sick and vacation reserves and accrued salaries and wages, respectively.  The 
long-term liability increase of $2,213,175 was primarily attributable to the impact of GASB Statement 
No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions, of $1,413,348 and the increase in estimated liability arising from injuries to persons of 
$898,220 based on the latest actuarial claims valuation. 

December 31, 2012 versus 2011 — Total liabilities increased from December 31, 2011 to 
December 31, 2012 by $28,760,731 or 103.8%. The current liability increase of $27,261,274 was 
primarily due to the negative MTA investment pool balance of $28,687,015, which was reclassified to 
Due to MTA and constituent authorities. In addition, increases in the sick and vacation reserve of 
$1,744,377 and payables due to New York City Transit Authority of $1,030,949 were offset by the 
decrease in accrued salaries and wages of $5,150,384 as the UTU retroactive wage settlement was paid 
in 2012. The long-term liability increase of $1,499,457 was primarily attributable to the increase in other 
postemployment benefits of $2,139,418, offset by a decrease in actuarially determined claims reserves 
of $318,260 and a decrease in pollution remediation of $321,701. 
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Total net position, distinguishing among net investment in capital assets, restricted amounts, and 
unrestricted amounts: 

2013 2012 2011 2013–2012 2012–2011

Net investment in capital assets 118,120,898$   110,261,556$   107,906,901$   7,859,342$       2,354,655$   
Unrestricted deficit (21,316,932)      (12,328,882)    (17,450,436)    (8,988,050)       5,121,554   

Total net position 96,803,966$     97,932,674$    90,456,465$    (1,128,708)$     7,476,209$  

Increase/(Decrease)December 31,

 

Net position represents the residual interest in the Authority’s assets after liabilities are deducted and 
consists of two sections: net investment in capital assets and unrestricted. Net investment in capital 
assets include capital assets, net of accumulated depreciation, reduced by outstanding debt, net of 
applicable debt service reserves. The Authority has no restricted net position. All other assets and 
liabilities are unrestricted. 

December 31, 2013 versus 2012 — Total net position was $96,803,966 at the end of 2013, a net 
decrease of $1,128,708 or 1.2% from the end of 2012. The net decrease was due to an operating loss of 
$44,432,839, offset by nonoperating income of $30,358,887 and MTA capital contributions of 
$12,945,244. 

December 31, 2012 versus 2011 — Total net position was $97,932,674 at the end of 2012, a net 
increase of $7,476,209 or 8.3% from the end of 2011. The net increase was due to capital contributions 
from the MTA of $22,533,143 and nonoperating income of $38,986,940 offset by an operating loss of 
$54,043,874. 

Condensed statements of revenues, expenses, and changes in net position: 

2013 2012 2011

Operating revenues 7,941,955$     7,693,362$     7,882,203$     
Operating expenses (50,873,794)   (49,223,363)   (44,949,914)   
Asset impairment and related expenses (1,501,000)   (12,513,873) -                    

          Operating loss (44,432,839)   (54,043,874)   (37,067,711)   

Nonoperating revenues (expenses):
  Grants, appropriations, and taxes 4,620,877       4,244,315       3,938,413       
  Subsidies 23,877,000   34,809,000   21,900,000     
  FTA/FEMA Reimbursement related to
      Tropical Storm Sandy 1,813,481     -                    -                    
  Other nonoperating revenue/expenses 47,529          (66,375)        -                    

          Total nonoperating revenues 30,358,887   38,986,940   25,838,413     

Loss before capital contributions (14,073,952)   (15,056,934)   (11,229,298)   

Capital contributions 12,945,244   22,533,143   8,490,084       

Change in net position (1,128,708)     7,476,209       (2,739,214)     

Total net position — beginning of year 97,932,674     90,456,465     93,195,679     

Total net position — end of year 96,803,966$  97,932,674$  90,456,465$   

Year Ended December 31,
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Revenues, by major source: 

2013 2012 2011 2013–2012 2012–2011

Fare revenue 5,504,313$ 5,388,754$ 5,585,739$ 115,559$      (196,985)$
Student and elderly reimbursement 1,758,718 1,629,894 1,678,210 128,824        (48,316)   
Other 678,924    674,714    618,254    4,210            56,460     

Total operating revenue 7,941,955$ 7,693,362$ 7,882,203$ 248,593$      (188,841)$

Year Ended December 31, Increase/(Decrease)

 

December 31, 2013 versus 2012 — Revenues from fares and student and elderly reimbursements were 
$7,263,031 in 2013, an increase of 3.5% from the prior year.  Ridership in 2013 was 4.221 million, a 
decrease of 5% from 2012. The increase in revenue was primarily due to the effect of the March 2013 
fare increase and higher student reimbursements, partly offset by the continued impact on ridership of 
Tropical Storm Sandy and weekend service suspensions for construction in 2013 (see Note 6 to the 
financial statements).  Other revenues in 2013 consist mainly of advertising revenue and rental income. 

December 31, 2012 versus 2011 — Revenues from fares and student and elderly reimbursements were 
$7,018,648 in 2012, a decrease of 3.4% from the prior year. Ridership in 2012 was 4.445 million, a 
decrease of 3% from 2011. The decrease in revenue was primarily due to the loss of revenue due to 
Tropical Storm Sandy (see Note 6 to the financial statements). Other revenues consist mainly of 
advertising revenue and rental income. 

Operating Expenses: 

(In thousands) 2013 2012 2011 2013–2012 2012–2011

Salaries and wages 19,040$ 18,273$ 16,950$ 767$        1,323$  
Health and welfare 3,005   3,206   2,890   (201)        316      
Pensions 5,831   4,900   3,957   931          943      
Other post employment benefits 3,159   2,933   2,708   226          225      
Other fringe benefits 3,229   3,107   1,438   122          1,669   
Traction and propulsion power 4,290   4,131   3,699   159          432      
Materials and supplies 1,411   1,478   864      (67)          614      
Insurance 588      389      349      199          40        
Public liability claims 14        148      177      (134)        (29)       
Maintenance and other operating contracts 869      983      1,959   (114)        (976)     
Professional service contracts 731      700      408      31            292      
Environmental remediation -           (17)       375      17            (392)     
Depreciation 8,114   8,880   9,176   (766)        (296)     
Other business expenses 592      112      -           480          112      

Total operating expenses 50,873$ 49,223$ 44,950$ 1,650$     4,273$  

Increase/(Decrease) Year Ended December 31, 

 

December 31, 2013 versus 2012 — Operating expenses increased by $1,650,431 or 3.4%. The increase 
of $766,506 in salaries and wages was primarily due to overtime expenses for additional Tropical Storm 
Sandy requirements, the impact of adverse weather, and several operational support initiatives as well as 
the increase in the sick and vacation reserve and wage accruals. Pension expense increased by $931,533 
based on the latest actuarial valuation of the MTA Defined Benefit Pension Plan.  The increase was 
largely attributable to the decrease in the assumed rate of return on investments from 7.5% to 7.0%.  
Other business expenses increased by $479,748 representing the write-off of uncollectible accounts 
receivable.  Depreciation expenses decreased by $765,737, due to the write-off of impaired assets 
resulting from Tropical Storm Sandy at the end of 2012 (see Note 6 to the financial statements).  
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December 31, 2012 versus 2011 — Operating expenses increased by $4,273,449 or 9.5%. The increase 
of $1,323,353 in salaries and wages is primarily due to the increase in the sick and vacation reserve and 
wage accruals. Pension expense increased by $942,945 based on the latest actuarial valuation of the 
MTA Defined Benefit Pension Plan. The increase was largely attributable to the decrease in the assumed 
rate of return on investments from 8.0% to 7.5%, plus changes in the mortality assumptions. Other 
fringe benefits increased by $1,669,170 attributable to an increase in employer social security for the 
UTU retroactive wage payment and sick and vacation reserve increment. In addition, workers’ 
compensation medical reserves increased in 2012 per the actuarial valuation. 

Nonoperating Revenues and Expenses: 

Nonoperating revenues include various forms of State, The City and MTA subsidies and operating 
assistance. These subsidies are subject to annual appropriations by governmental units and periodic 
approval of the tax subsidies. The City and MTA subsidies are provided primarily to fund the operating 
deficit of SIRTOA. 

Operating assistance subsidies from New York State and The City have been maintained at the same 
level each year. 

Capital contributions from the MTA of $12,945,244 in 2013 and $22,533,143 in 2012 represent capital 
program funding from several sources including bonds, Federal, State and City funding. 

Changes in Net Position 

The change in net position represents the net total of capital contributions, operating losses and 
nonoperating income. Net position decreased by $1,128,708 in 2013 and increased by $7,476,209 in 
2012. The change in net position for both years was due to capital contributions from the MTA and 
nonoperating income less operating losses. 

Budget Highlights — Operating revenues in 2013 of $7.942 million were below the Budget by $0.553 
million (6.5%), due to lower ridership impacting farebox revenue.  

Operating expenses of $50.873 million were below the Budget by $2.900 million (5.4%), due mostly to 
the capitalization of non-revenue vehicles purchases of $2.4 million, budgeted as expenses in 
maintenance contracts, and underruns of $1.482 million (25.7%) in electric power expenses, due to 
timing of expenses and lower prices.  These underruns were partly offset by an increase in other fringe 
benefit expenses of $1.943 million (151.1%), due mostly to Workers’ Compensation reserve 
requirements.  Other business expenses were higher than the Budget by $0.587 million (11,740.0%), due 
to the write-off of uncollectible accounts receivable.  Depreciation expenses were below the Budget by 
$0.886 million (9.8%). 

4. OVERALL FINANCIAL POSITION, RESULTS OF OPERATIONS AND IMPORTANT 
ECONOMIC CONDITIONS 

Economic Conditions — Metropolitan New York is the most transit-intensive region in the United 
States. A financially sound and reliable transportation system is critical to the region’s economic well-
being.  

The average level of seasonally adjusted non-agricultural employment in New York City was higher in 
the fourth quarter of 2013 than in the same quarter of 2012 by 95.2 thousand jobs (up 2.4%).  After 
increasing in each quarter of 2011, employment grew throughout all of 2012 and 2013; employment 
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levels in 2013 have been higher in each month than one year earlier, and remain higher than at any time 
since 1950, the period for which non-agricultural employment records for New York are available from 
the Bureau of Labor Statistics.   
 
The employment gain for the New York City area in the fourth quarter is consistent with the most 
recent estimate made by the Bureau of Economic Analysis of national output. Positive contributions 
from personal consumption expenditures, exports, private inventory investment and non-residential 
fixed investment were partly offset by a decline in government spending and residential fixed 
investment. The fourth quarter’s projected annual growth rate in Real Gross Domestic Product 
(“RGDP”) of 2.4% was slower than the estimate of third quarter 2013 annualized RGDP growth of 
4.1% and the second quarter growth of 2.5%; however, it was an improvement over the slower first 
quarter rate of 1.1%.   

The New York City metropolitan area’s price inflation of 1.3% was slightly higher than the national 
average of 1.2% in the fourth quarter of 2013. Prices of energy products actually fell in the fourth 
quarter of 2013 relative to the fourth quarter of 2012: consumer prices, exclusive of energy products, 
increased by 1.8% in the New York-New Jersey-Long Island, considerably more than inflation based on 
the more inclusive CPI measure.  Consistent with a decline in overall energy price inflation, gasoline 
spot prices for New York Harbor conventional gasoline fell by 5.0%, from an average price of $2.839 
to an average of $2.698 per gallon between the fourth quarters of 2012 and 2013; however, in spite of 
the quarterly decline in the price of gasoline, the price in December remained elevated, 12% higher than 
the average price over the past five years. 

In December 2013, the Federal Reserve Bank (the “Bank”) announced that its Open Market Committee 
would continue targeting the Federal Funds rate to the range of 0% to 0.25%, a range consistent with its 
statutory dual mandate to foster maximum employment within a context of price stability. The Federal 
Funds rate has remained in this range since late 2008. In fact, the Bank began to pursue expansionary 
intervention more than a year earlier as a response to the impending economic downturn. Since the third 
quarter of 2007, the Federal Reserve Bank has sought to mitigate the consequences of recession by 
loosening the tight credit conditions that resulted from the national mortgage crisis.  In spite of the 
expansion of economic activity and signs of improvement in labor market conditions during the fourth 
quarter of 2013, the Federal Open Market Committee noted in December that unemployment rates 
remained elevated, while restrictive fiscal policies presented a continued but diminishing drag on 
growth; and with inflation running below the Committee’s long-term objective, the Fed decided to 
maintain an accommodative stance at least until the unemployment rate falls below six and a half 
percent.    

Results of Operations and Overall Financial Position — Total revenue from fares and student and 
elderly reimbursements was $7,263,031 in 2013, an increase of 3.5% from 2012.  Total ridership was 
4.221 million, a decrease of 5% from 2012. Total non-reimbursable expenses, including depreciation, 
pension costs and other post-employment benefits, were $50,873,794 in 2013, an increase of 3.4%.    

Going forward, the stability of the Authority’s financial position is subject to certain risks, requiring the 
efficient management of costs, including the establishment of new cost reduction programs, in order to 
counteract any adverse impacts to revenue streams or cost increases. 

5. SIGNIFICANT CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY 

Capital Program — The Transit Authority’s portion of the current MTA Capital Program for 2010-
2014 totals $11.6 billion.  As of December 31, 2013, $7.4 billion has been committed under the five-
year plan, of which $3.2 billion has been expended. Funding for the Capital Program comes from new 
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money bonds, federal grants, bonds supported by the payroll mobility tax applied within the MTA 
regional district, The City capital funding and other sources. In late December 2012, the MTA Board 
approved an amendment to the plan to add projects for the repair and restoration of MTA agency assets 
damaged as a result of Tropical Storm Sandy, which struck the region on October 29, 2012. The revised 
program provides for an additional $3.4 billion in the Authority’s portion of Sandy recovery-related 
capital expenditures. This amended plan was deemed approved by the Capital Program Review Board in 
January 2013.  

SIRTOA projects incorporated into the overall program include the rehabilitation of the Arthur Kill 
station - $22 million, and Station Structural Repairs at 8 locations - $12 million.  Upcoming capital 
projects include the rehabilitation of St. George Interlocking Phase 1, a new Power Substation at 
Prince’s Bay, and the rehabilitation of the Clifton Shop and Tower B. 

6. CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS 

The Authority’s February 2014 Financial Plan includes certain risks as follows: an assumption that labor 
settlements will include three years of net-zero wage growth; preliminary estimates of Sandy recovery 
costs and receipts of moneys from the Federal government and insurers; rising employee and retiree 
healthcare costs and possible lower investment returns on pensions. These risks need to be addressed in 
order to be able to balance future year budgets. To assist in achieving this, the ongoing identification and 
implementation of sustainable new savings programs and gap closing actions will be required. 

Funding of the Capital Program, other than Sandy-related issues, is dependent on the MTA’s ability to 
secure funding from the Federal, State and City governments as well as the municipal bond market. As 
of now, the funding of Capital Program requirements post-2015 is unclear. Sandy’s recovery costs and 
receipts of moneys from the federal government and insurers are currently based on preliminary 
estimates.  

* * * * * *  
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2013 AND 2012

2013 2012
ASSETS

CURRENT ASSETS:
  Cash (Note 3) 801,331$        535,191$       
  Receivables:                     
    New York City Board of Education 767,662         1,411,092     
    NYC operating recovery 30,791,000    34,809,000   
    Due from MTA 171,211         70,699          
    MTA capital program funds receivable 594,845         1,826,424     
    Other 987,061         786,920        
    Less allowance for doubtful accounts (81,530)          -                    

            Net receivables 33,230,249     38,904,135     

  Materials and supplies — at average cost — net 1,192,099      1,901,149     
  Pension prepayment (Note 7) 636,622         2,604,155     
  Other 618,738         195,253        

           Total current assets 36,479,039     44,139,883     

NONCURRENT ASSETS — Capital assets at cost, less accumulated depreciation of
  $149,714,827 and $141,600,689 in 2013 and 2012, respectively (Note 5) 118,120,898 110,261,556 

TOTAL ASSETS 154,599,937$ 154,401,439$

LIABILITIES AND NET POSITION

CURRENT LIABILITIES:
  Accounts payable                       1,406,032$     1,001,968$    
  Accrued salaries and wages             422,242         31,979          
  Accrued sick and vacation pay                   3,196,326      2,791,774     
  Accrued payroll taxes and related liabilities                  805,969         1,043,860     
  Due to New York City Transit Authority 1,242,599      1,831,874     
  Due to MTA and constituent authorities (Note 4) 27,532,038    29,145,500   
  Estimated liability arising from injuries to persons, current portion (Note 9) 1,215,150      859,370        

           Total current liabilities 35,820,356    36,706,325   

NONCURRENT LIABILITIES:
  Other post employment benefits (Note 8) 14,639,843    13,226,495   
  Estimated liability arising from injuries to persons, long-term (Note 9) 6,885,850      5,987,630     
  Pollution remediation projects 449,922         548,315        

           Total noncurrent liabilities 21,975,615    19,762,440   

           Total liabilities 57,795,971    56,468,765   

NET POSITION:
  Net investment in capital assets 118,120,898 110,261,556 
  Unrestricted (21,316,932)   (12,328,882)  

           Total net position 96,803,966    97,932,674   

TOTAL LIABILITIES AND NET POSITION 154,599,937$ 154,401,439$

See notes to financial statements.  
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012
OPERATING REVENUE:
  Fare revenue 5,504,313$      5,388,754$    
  Student fare reimbursement       1,725,046       1,596,222      
  Elderly fare reimbursement 33,672             33,672           
  Other 678,924           674,714         
           Total operating revenues 7,941,955       7,693,362      

OPERATING EXPENSES:                       
  Salaries and wages 19,039,831     18,273,325    
  Health and welfare 3,004,620       3,206,122      
  Pensions 5,831,533       4,900,000      
  Other post employment benefits 3,158,586       2,933,000      
  Other fringe benefits 3,228,947       3,106,955      
  Traction and propulsion power 4,290,383       4,130,886      
  Materials and supplies 1,410,895       1,478,350      
  Insurance 588,160           388,683         
  Public liability claims (Note 2) 14,000             148,350         
  Maintenance and other operating expenses 869,161           983,041         
  Professional service contracts 731,103           699,621         
  Environmental remediation 186                  (17,348)         
  Depreciation 8,114,137         8,879,874       
  Other business expenses 592,252           112,504         
           Total operating expenses 50,873,794     49,223,363    

Asset impairment and related expenses (Note 6) 1,501,000       12,513,873    

OPERATING LOSS (44,432,839)   (54,043,874)   

NONOPERATING REVENUE — Operating assistance subsidies:
  New York State tax supported subsidy 3,510,173       3,133,611      
  New York State — 18B Assistance 555,352           555,352         
  New York City — 18B Assistance 555,352           555,352         
  NYC operating recovery subsidy (Note 2) 23,877,000     34,809,000    
  Federal Transit Authority/Federal Emergency Management Agency
   reimbursement related to Tropical Storm Sandy 1,813,481       -                    

           Total nonoperating revenues 30,311,358       39,053,315     

  Other nonoperating income (expenses) 47,529             (66,375)         

           Total nonoperating income 30,358,887     38,986,940    

LOSS BEFORE CAPITAL CONTRIBUTIONS (14,073,952)   (15,056,934)   

CAPITAL CONTRIBUTIONS:
  MTA contributions for capital projects 12,945,244     22,533,143    

(Decrease) increase in net position (1,128,708)     7,476,209      

NET POSITION — Beginning of year 97,932,674     90,456,465    

NET POSITION — End of year 96,803,966$    97,932,674$  

See notes to financial statements.  
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES:
  Passenger receipts 7,906,461$    6,311,485$    
  Rent and other receipts 578,412        614,850         
  Payroll and related fringe benefits (32,474,671) (38,279,119)   
  Other operating expenses (7,099,289)   (5,770,228)    

           Net cash used in operating activities (31,089,087) (37,123,012)   

CASH FLOWS FROM NONCAPITAL FINANCING
  ACTIVITIES:
  Subsidies received 34,338,625   25,312,315    
  Repayment of NYC Operating Recovery advanced by MTA (2,816,000)   (21,068,000)   
  FTA reimbursement related to Tropical Storm Sandy 1,813,481     -                           

           Net cash provided by noncapital financing activities 33,336,106   4,244,315      

CASH FLOWS FROM CAPITAL AND RELATED
  FINANCING ACTIVITIES:
  Capital expenditures (15,064,805) (22,533,143)   
  Reimbursement of capital costs from MTA 17,125,087   21,681,289    

           Net cash provided by (used in) capital and related
                   financing activities 2,060,282     (851,854)       

CASH FLOWS FROM INVESTING ACTIVITIES:
  Proceeds from funds in MTA investment pool 41,414,839   35,330,201    
  Deposits into MTA investment pool (45,456,000) (3,363,012)    

           Net cash (used in) provided by investing activities (4,041,161)   31,967,189    

NET INCREASE (DECREASE) IN CASH 266,140        (1,763,362)    

CASH — Beginning of year 535,191        2,298,553      

CASH — End of year 801,331$       535,191$       

NONCASH CAPITAL AND RELATED FINANCING 
  ACTIVITIES —
  MTA contributed capital assets to SIRTOA of $12,945,244
    and $22,533,143 in 2013 and 2012, respectively.

(Continued)  
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012

RECONCILIATION OF CASH FLOWS FROM OPERATING
  ACTIVITIES:
  Operating loss before non-operating revenues and contributions (44,432,839)$ (54,043,874)$ 
  Adjustments to reconcile operating loss to net cash used in                     
    operating activities — depreciation 8,114,137     8,879,874      
  Tropical Storm Sandy asset impairment                     10,994,261    
  Changes in operating assets and liabilities:                     
    Decrease (increase) in receivable from New York City Board of                     
      Education 643,430        (711,824)       
    Increase in receivable from MTA (100,512)      (524,039)       
    Increase in other receivables (118,611)      (285,016)       
    Decrease in materials and supplies inventory 709,050        120,998         
    Increase in other assets (423,485)      (44,251)         
    Decrease (increase) in pension prepayment 1,967,533     (1,539,000)    
    Increase in accounts payable 404,064        591,772         
    Increase (decrease) in accrued salaries and wages 390,263        (5,150,384)    
    Increase in accrued sick and vacation 404,552        1,744,377      
    (Decrease) increase in payroll taxes payable (237,891)      182,296         
    Decrease in due to MTA and constituent Authorities (388,458)      (102,868)       
    (Decrease) increase in due to New York CityTransit Authority (589,275)      1,030,949      
    Increase in other post employment benefits 1,413,348     2,139,418      
    Increse (decrease) in estimated liabilities arising from                     
      personal injuries 1,254,000     (84,000)         
    Decrease in liability for environmental
      pollution remediation (98,393)        (321,701)       

NET CASH USED IN OPERATING ACTIVITIES (31,089,087)$ (37,123,012)$ 

See notes to financial statements. (Concluded)  
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY 
(Subsidiary of Metropolitan Transportation Authority) 

NOTES TO FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012 

1. BASIS OF PRESENTATION 

Reporting Entity — The Staten Island Rapid Transit Operating Authority (“SIRTOA”) is a public 
benefit corporation subsidiary of the Metropolitan Transportation Authority (“MTA”) organized 
pursuant to the New York State (“State”) Public Authorities Law. SIRTOA is part of the financial 
reporting group of the MTA and is included in the MTA consolidated financial statements. The MTA is 
a component unit of the State and is included in the State of New York’s Comprehensive Annual 
Financial Report as a public benefit corporation. 

SIRTOA operates and maintains the commuter rail service in Staten Island pursuant to an interim 
arrangement pending renewal of its Lease and Operating Agreement (Operating Agreement) with New 
York City (“The City”). The Operating Agreement provides that SIRTOA establishes fares required to 
make operations self-sustaining (as defined in the Operating Agreement), and pays its operating 
expenses and The City pays SIRTOA’s capital costs and operating deficits. The City has the option to 
terminate the Operating Agreement at any time. 

SIRTOA requires and will continue to require substantial subsidies from various governmental sources 
in order to maintain its operations in the future. SIRTOA estimates that current fare levels and 
anticipated operating subsidy levels will provide sufficient revenue to meet operating expenses. 
Subsidies required for future years are presently being determined. If the funds made available to 
SIRTOA are not sufficient to meet its needs, SIRTOA must raise fares, curtail its services and 
operations or defer certain other expenditures (but not maintenance) in order to continue operating 
within the limits of the funds. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting — The accompanying financial statements have been prepared on the accrual basis 
of accounting in accordance with accounting principles generally accepted in the United States of 
America. 

SIRTOA applies Governmental Accounting Standards Board (“GASB”) Codification of Governmental 
Accounting and Financial Reporting Standards (“GASB Codification”) Section P80, Proprietary 
Accounting and Financial Reporting. 
 
New Accounting Standards —SIRTOA has completed the process of evaluating the impact of GASB 
Statement No. 66, which amends GASB Statement No.10, Accounting and Financial Reporting for Risk 
Financing and Related Insurance Issues, removing the provision that limits fund-based reporting of a 
state and local government’s risk financing activities to the general fund and the internal service fund 
type. As a result, governments would base their decisions about governmental fund type usage for risk 
financing activities on the definitions in GASB Statement No. 54, Fund Balance Reporting and 
Governmental Fund Type Definitions. This Statement also amends GASB Statement No. 62, 
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 
FASB and AICPA Pronouncements, by modifying the specific guidance on accounting for: (1) operating 
lease payments that vary from a straight-line basis, (2) the difference between the initial investment 
(purchase price) and the principal amount of a purchased loan or group of loans, and (3) servicing fees 
related to mortgage loans that are sold when the stated service fee rate differs significantly from a 
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current (normal) servicing fee rate. These changes would eliminate any uncertainty regarding the 
application of GASB Statement No. 13, Accounting for Operating Leases with Scheduled Rent 
Increases, and result in guidance that is consistent with the requirements in GASB Statement No. 48, 
Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future 
Revenues, respectively. SIRTOA has determined that GASB Statement No. 66 had no impact on its 
financial position, results of operations, and cash flows. 

SIRTOA has not completed the process of evaluating the impact of GASB Statement No. 67, Financial 
Reporting for Pension Plans. This Statement replaces the requirements of Statement No. 25, Financial 
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans and 
Statement No. 50 as they relate to pension plans that are administered through trusts or similar 
arrangements meeting certain criteria. The Statement builds upon the existing framework for financial 
reports of defined benefit pension plans, which includes a statement of fiduciary net position (the 
amount held in a trust for paying retirement benefits) and a statement of changes in fiduciary net 
position. Statement No. 67 enhances note disclosures and required supplementary information (“RSI”) 
for both defined benefit and defined contribution pension plans. Statement No. 67 also requires the 
presentation of new information about annual money-weighted rates of return in the notes to the 
financial statements and in 10-year RSI schedules. The provisions in Statement No. 67 are effective for 
financial statements for periods beginning after June 15, 2013. 
 
SIRTOA has not completed the process of evaluating the impact of GASB Statement No. 68, 
Accounting and Financial Reporting for Pensions. Statement No. 68 replaces the requirements of 
Statement No. 27, Accounting for Pensions by State and Local Governmental Employers and Statement 
No. 50, Pension Disclosures, as they relate to governments that provide pensions through pension plans 
administered as trusts or similar arrangements that meet certain criteria. Statement No. 68 requires 
governments providing defined benefit pensions to recognize their long-term obligation for pension 
benefits as a liability for the first time, and to more comprehensively and comparably measure the 
annual costs of pension benefits. The Statement also enhances accountability and transparency through 
revised and new note disclosures and RSI. The provisions in Statement No. 68 are effective for fiscal 
years beginning after June 15, 2014. 
 
SIRTOA has not completed the process of evaluating the impact of GASB Statement No. 69, 
Government Combinations and Disposals of Government Operations.  Statement No. 69 establishes 
accounting and financial reporting standards related to government combinations and disposals of 
government operations. Statement No. 69 requires the use of carrying values to measure the assets and 
liabilities in a government merger and requires measurements of assets acquired and liabilities assumed 
generally to be based upon their acquisition values. Statement No. 69 also provides guidance for 
transfers of operations that do not constitute entire legally separate entities and in which no significant 
consideration is exchanged. Statement No. 69 provides accounting and financial reporting guidance for 
disposals of government operations that have been transferred or sold. Statement No. 69 requires 
disclosures to be made about government combinations and disposals of government operations to 
enable financial statement users to evaluate the nature and financial effects of those transactions. The 
requirements of Statement No. 69 are effective for government combinations and disposals of 
government operations occurring in financial reporting periods beginning after December 15, 2013, and 
should be applied on a prospective basis.  

SIRTOA has not completed the process of evaluating the impact of GASB Statement No. 70, 
Accounting and Financial Reporting for Nonexchange Financial Guarantees, requires a state or local 
government guarantor that offers a nonexchange financial guarantee to another organization or 
government to recognize a liability on its financial statements when it is more likely than not that the 
guarantor will be required to make a payment to the obligation holders under the agreement. Statement 
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No.70 also requires, a government guarantor to consider qualitative factors when determining if a 
payment on its guarantee is more likely than not to be required. Such factors may include whether the 
issuer of the guaranteed obligation is experiencing significant financial difficulty or initiating the process 
of entering into bankruptcy or financial reorganization. An issuer government that is required to repay a 
guarantor for guarantee payments made continues to report a liability unless legally released. When a 
government is released, the government would recognize revenue as a result of being relieved of the 
obligation. A government guarantor or issuer is required to disclose information about the amounts and 
nature of nonexchange financial guarantees. The requirements of this Statement are effective for 
reporting periods beginning after June 15, 2013. 

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

The cost of SIRTOA’s City funded in-house track rehabilitation is reflected in the accompanying 
financial statements under the captions “Capital Assets” and “Net Investment in Capital Assets.” 

Capital assets are carried at cost and are depreciated on a straight-line basis over their estimated useful 
lives of 25 years for shops and yards, stations and signals. Track is depreciated over 30 years while 
structures and equipment and others are depreciated over 10 years. Vehicles are depreciated over 5 and 
10 years, depending on their nature. 

Net Position — SIRTOA follows the “business type” activity requirements of GASB Statement No. 34, 
which requires that resources be classified for accounting and reporting purposes into the following 
three net position categories: 

• Net Investment in Capital Asset — Capital assets, net of accumulated depreciation and outstanding 
principal balances of debt attributable to the acquisition, construction or improvement of those 
assets. 

• Restricted: 

- Nonexpendable — Net position subject to externally imposed stipulations such that SIRTOA 
maintains them permanently. For the years ended December 31, 2013 and 2012, SIRTOA did 
not have nonexpendable restricted net position. 
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- Expendable — Net position whose use by SIRTOA is subject to externally imposed stipulations 
that can be fulfilled by actions of SIRTOA pursuant to those stipulations or that expire by the 
passage of time. For the years ended December 31, 2013 and 2012, SIRTOA did not have 
expendable restricted net position. 

• Unrestricted — Net position that is not subject to externally imposed stipulations. Unrestricted net 
position may be designated for specific purposes by actions of management or the Board of 
Directors or may be otherwise limited by contractual agreements with outside parties. 

Subsidies — SIRTOA receives operating assistance subsidies under various New York State (the 
“State”) and City programs and from the proceeds of certain taxes instituted by the State for the benefit 
of the New York City Transit Authority and SIRTOA. These subsidies are subject to annual 
appropriations by the governmental units and periodic approval of the tax subsidies. 

SIRTOA’s policy is to record one year’s operating assistance subsidy in each fiscal year. Such subsidy is 
recorded as revenue as the funds are made available. The New York City Transit Authority administers 
all tax-supported subsidies for SIRTOA on a formula amount determined by passenger ridership and 
vehicle revenue miles. The tax-based subsidies are recognized as revenue based on the amount of tax 
collections reported by the State, which are allocable to SIRTOA pursuant to this formula. In 2013 and 
2012, the MTA provided SIRTOA with budgeted amounts of operating assistance subsidies as required. 
The MTA did not make the funds available to SIRTOA before they were required to finance its 
operations. 

Pursuant to a letter agreement between The City and MTA, The City has agreed to pay SIRTOA’s 
annual operating deficit, the difference between the actual operating costs and all revenues, including 
reimbursements, as an annual subsidy to SIRTOA. At December 31, 2013, SIRTOA recorded a NYC 
operating recovery receivable and subsidy revenue of $30,791,000 and $23,877,000, respectively for the 
calendar year 2013.  In 2013, SIRTOA received $30,711,000 from The City for calendar year 2012 
operating deficit.  

In addition to operating and tax supported subsidies, SIRTOA receives expense reimbursement subsidies 
from The City and the MTA for the costs associated with various capital programs. 

MTA Investment Pool — The MTA, on behalf of SIRTOA, invests funds which are not immediately 
required for SIRTOA’s operations in securities permitted by the State Public Authorities Law, including 
repurchase agreements collateralized by U.S. Treasury securities, U.S. Treasury notes and U.S. Treasury 
zero-coupon bonds. All investments are held by the MTA’s agent in custody accounts in the name of the 
MTA. 

The Authority records its position in the Pool based upon a net asset value derived on assets invested in 
the Pool plus all realized income and losses earned. Unrealized appreciation, which is not significant to 
the Authority, is retained on the MTA’s books and not included in the Authority’s financial statements. 

Receivables — Receivables are recorded as amounts due to SIRTOA, reduced by an allowance for 
doubtful accounts, to report the receivables at net realizable value. 

Pollution Remediation Projects — Pollution remediation costs are being expensed in accordance with 
the provisions of GASB Statement No. 49, Accounting and Financial Reporting for Pollution 
Remediation Obligations (see Note 9). An operating expense provision and corresponding liability 
measured at current value using the expected cash flow method has been recognized for certain pollution 
remediation obligations, which previously may not have been required to be recognized, have been 



 

- 19 - 

recognized earlier than in the past or are no longer able to be capitalized as a component of a capital 
project. Pollution remediation obligations occur when any one of the following obligating events takes 
place: SIRTOA is in violation of a pollution prevention-related permit or license; an imminent threat to 
public health due to pollution exists; SIRTOA is named by a regulator as a responsible or potentially 
responsible party to participate in remediation; SIRTOA voluntarily commences or legally obligates 
itself to commence remediation efforts; or SIRTOA is named or there is evidence to indicate that it will 
be named in a lawsuit that compels participation in remediation activities. 

Public Liability Claims — SIRTOA establishes its liability to employees and to the general public on 
the basis of independent actuarial estimates of future liability. 

Materials and Supplies — Materials and supplies consist of new maintenance parts and supplies, and 
are valued at the lower of cost or market, or at weighted average cost. 

Revenue Recognition — Revenues from the sales of farecards are recognized as income as the 
farecards are used and are reported as operating income. 

Operating Expenses — Operating expenses are recognized in the accounting period in which the 
liability is incurred. All expenses related to operating SIRTOA (e.g. salaries, insurance, 
depreciation, etc.) are reported as operating expenses. 

Pension Plans — In November 1994, GASB issued Statement No. 27, Accounting for Pensions by State 
and Local Governmental Employers, which establishes standards for measurement, recognition, and 
display of pension expense and the related accounting for assets, liabilities, disclosures, and required 
supplementary information, if applicable. SIRTOA has adopted this standard for its pension plans. 
Pension cost is required to be measured and disclosed using the accrual basis of accounting. Annual 
pension cost should be equal to the annual required contributions (“ARC”) to the pension plan, 
calculated in accordance with certain parameters. 

Postemployment Benefits Other than Pensions — In June 2004, the GASB issued Statement No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. 
This Statement establishes standards for the measurement, recognition, and display of OPEB 
expense/expenditures and related liabilities (assets), note disclosures, and if applicable, required 
supplementary information (RSI) in the financial reports of state and local governmental employers. In 
June 2005, GASB issued Statement No. 47, Accounting for Termination Benefits. This statement 
establishes accounting standards for termination benefits. For termination benefits provided through an 
existing defined benefit OPEB plan, the provisions of this Statement should be implemented 
simultaneously with the requirements of GASB Statement No. 45. SIRTOA has adopted these standards 
for its postemployment benefits other than pensions. 

Use of Management’s Estimates — The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires management to make 
estimates and assumptions. These estimates and assumptions affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements. In 
addition, they affect the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from these estimates and assumptions. 

Reclassifications — Reclassifications between prior year Due from MTA to Due to MTA and 
constituent authorities and Maintenance and other operating expenses to Traction and propulsion power 
have been made to conform to the current year classification.  
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3. CASH 

The Bank balances are insured up to $250,000 in the aggregate by the Federal Deposit Insurance 
Corporation (“FDIC”) for each bank in which funds are deposited. The Bank balances in 2013 and 2012 
that were not insured were maintained in major financial institutions considered by management to be 
secure. The difference between the carrying amount and the bank balance for the years ended 
December 31, 2013 and 2012, is due to deposits in transit offset by any outstanding checks. 

At December 31, 2013 and 2012, cash consisted of: 

Carrying Bank Carrying Bank
Amount Balance Amount Balance

Insured and collateralized deposits (“FDIC”) 250,000$   250,000$   250,000$ 250,000$
Uninsured and noncollateralized deposits 551,331    554,587    285,191   525,289 

801,331$   804,587$   535,191$ 775,289$

20122013

 

4. MTA INVESTMENT POOL 

The MTA, on behalf of SIRTOA, invests funds which are not immediately required for SIRTOA’s 
operations, in securities permitted by the State Public Authorities Law, including repurchase agreements 
collateralized by U.S. Treasury, U.S. Treasury notes, and U.S Treasury zero coupon bonds. All 
investments are held by the MTA’s agent, in custody accounts, in the name of the MTA. SIRTOA 
records its position in the Pool based upon a net asset value derived on assets invested in the Pool plus 
all realized income and losses earned. Unrealized appreciation, which is not significant to SIRTOA, is 
retained on the MTA’s books and not included in SIRTOA’s financial statements. SIRTOA’s earnings 
from short-term investments were $2,083 and $3,101 for the years ended December 31, 2013 and 2012, 
respectively. As of December 31, 2013 and 2012, SIRTOA had a negative investment pool balance of 
$26,945,405 and $28,687,015, respectively, as funds were used for working capital purposes to offset 
the timing of the NYC operating recovery subsidy. The negative $26,945,405 was included in the Due to 
MTA and constituent authorities.  
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5. CAPITAL ASSETS 

Capital assets at December 31 consisted of the following: 

December 2012 Additions Deletions December 2013

Track 21,359,878$     -      $           -      $             21,359,878$     
Structures 38,433,678       15,223,343 -                    53,657,021       
Cars 28,252,117       520,537      -                    28,772,654       
Shops and yard 21,424,780       -                  -                    21,424,780       
Stations 81,846,294       126,583      -                    81,972,877       
Signals 8,074,883        -                  -                    8,074,883        
Vehicles 260,566           1,420,226   -                    1,680,792        
Equipment and other 12,341,743       -                  -                    12,341,743       
Under Construction* 39,868,306       14,132,434 (15,449,644) 38,551,096       

           Total capital
             assets, at cost 251,862,245     31,423,123 (15,449,644) 267,835,724     

Less accumulated
  depreciation (141,600,689)   (8,114,137)  -                    (149,714,827)   

Capital assets — net 110,261,556$   23,308,986$ (15,449,644)$ 118,120,898$   

* Assets under construction are non-depreciable.  

December 2011 Additions Deletions December 2012

Track 27,625,871$     -      $           (6,265,993)$  21,359,878$     
Structures 37,379,913       1,053,765   -                    38,433,678       
Cars 27,536,986       715,131      -                    28,252,117       
Shops and yard 27,542,635       -                  (6,117,855)   21,424,780       
Stations 81,248,818       8,056,513   (7,459,037)   81,846,294       
Signals 11,385,308       -                  (3,310,425)   8,074,883        
Vehicles 260,566           -                  -                    260,566           
Equipment and other 12,381,837       -                  (40,094)        12,341,743       
Under Construction* 27,891,267       12,403,381 (426,342)      39,868,306       

           Total capital
             assets, at cost 253,253,201     22,228,790 (23,619,746) 251,862,245     

Less accumulated
  depreciation (145,346,300)   (8,879,874)  12,625,485   (141,600,689)   

Capital assets — net 107,906,901$   13,348,916$ (10,994,261)$ 110,261,556$   

* Assets under construction are non-depreciable.  
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In 2012, as a result of Tropical Storm Sandy, SIRTOA recorded a capital asset impairment loss of 
$10,994,261 pursuant to the requirements of GASB Statement No. 42, Accounting and Financial 
Reporting for Impairment of Capital Assets and for Insurance Recoveries (see Note 6). No capital asset 
impairment losses were recorded in 2013. 

6. ASSET IMPAIRMENT AND RELATED EXPENSES 

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

As of December 31, 2013, the impairment losses to SIRTOA’s assets (based upon estimates of the 
extent of impairment of the historical or “book value” of affected assets) are estimated to be 
$10,994,261 from inception to date.  Other costs associated with the storm included repair and clean-up 
expenses, which are also included in “Asset impairment and related expenses”.  For the years ended 
December 31, 2013 and 2012, storm related repair and clean-up expenses were $1,501,000 and 
$1,519,612, respectively.  Funds received from the Federal Transit Administration (“FTA”) for storm 
related repair and clean-up costs totaled $1,813,481 in 2013.    

SIRTOA will recognize insurance proceeds for Sandy-related losses in future periods when such 
proceeds are estimable and all related contingencies are removed. 

As previously noted, federal governmental assistance programs are anticipated to cover many of the 
Sandy-related costs associated with repair and replacement of assets damaged in the storm. The Disaster 
Relief Appropriations Act (“Sandy Relief Act”) passed in late January 2013, appropriated a total of 
$10.9 billion in Public Transportation Emergency Relief Program funding to the Federal Transit 
Administration to assist affected public transportation facilities in connection with infrastructure repairs, 
debris removal, emergency protection measures, costs to restore service and costs related to 
implementing resiliency measures against future storms (hardening) at various facilities.  The Sandy 
Relief Act also provided substantial funding for existing disaster relief programs of the Federal 
Emergency Management Agency (“FEMA”).  

Of the $10.9 billion amount, under the Sandy Relief Act, an initial tranche of $2.0 billion has been 
allocated by the FTA to affected state and local public transportation entities by the end of March 2013.  
On March 6, 2013, the Secretary of Transportation announced that $194.0 million had been allocated to 
MTA, representing principally reimbursements for costs associated with preparing MTA’s system for 
the storm and for restoring service post-storm; the FTA subsequently entered into a grant agreement 
with the MTA obligating these funds.  On March 29, 2013, the FTA published its allocations for the 
remainder of the initial $2.0 billion. MTA was allocated an additional $1.0 billion of these monies, 
bringing MTA's total allocation from the first $2.0 billion tranche of FTA Emergency Relief funds to 
$1.194 billion.  On May 23, 2013, the FTA allocated an additional $3.7 billion to our regions 
transportation providers. The MTA will receive $2.6 billion of this additional allocation bringing MTA’s 
total allocation to $3.8 billion. The funds made available through this additional allocation includes 
$898.0 million set aside to help the MTA with resiliency projects to help ensure transit assets are better 
able to withstand future disasters. FTA approval of specific grants will need to be obtained prior to 
MTA’s actual receipt or expenditure of any of these allocated funds.  
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The remaining $5.2 billion in FTA Emergency Relief funds appropriated under the Sandy Relief Act has 
not yet been allocated, and the amount available for Sandy relief projects is expected to be reduced by 
$545.0 million as a result of Federal Sequestration.   No specific portion of these $5.2 billion in 
remaining funds appropriated to the FTA Emergency Relief program (less Federal Sequestration 
reductions) is currently allocated to MTA. MTA expects to submit requests to the FTA for funding of 
both repair/restoration costs and hardening costs from these remaining FTA Emergency Relief funds.    
 

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

7. EMPLOYEE BENEFITS 

Pension Plan — SIRTOA active and retired employees and their beneficiaries are included in the MTA 
Defined Benefit Pension Plan (the “Plan”). The Plan is a cost-sharing multiple employer plan which 
provides retirement, disability, and death benefits to Plan members and beneficiaries. Authority to 
establish and amend the Plan is vested in the MTA. There are 484 SIRTOA members in the Plan as of 
January 1, 2013. The Plan issues a publicly available financial report that includes financial statements 
and required supplementary information. Copies of the report may be obtained from the MTA. 

It is SIRTOA’s policy to fund, at a minimum, the current year’s normal pension costs. Contribution 
requirements of Plan members and SIRTOA are established and may be amended by the MTA.  
Contributions by members hired prior to June 1, 2010 are 3.0% of compensation and contributions by 
member hired on and after June 1, 2010 are 4.0% of compensation.  Plan member contributions cease 
after 10 years of credited service. 

SIRTOA’s contribution is determined based on The Plan’s annual actuarial valuation. In 2013, the MTA 
funded the annual SIRTOA required contribution. Contributions toward unfunded accrued liability are 
based on a 30-year amortization. 

SIRTOA’s annual pension cost and related information for 2013 are as follows: 

Contribution Rates —  

SIRTOA 22.6%
Plan Members Hires prior to June 1, 2010, 3.0%

Hires on or after June 1, 2010, 4.0%
Annual pension cost $5,831,533
Contribution made $3,864,000
Actuarial valuation date 1/1/2013
Actuarial cost method
Amortization method Level dollar
Remaining amortization period 15 years
Asset valuation method 5 year moving averages of market values
Actuarial assumptions:
  Interest rate (MTA DB Plan) 7.0%
  Projected salary increases 3.25 - 10.0%

Entry age normal method with frozen initial liability
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Three-Year Trend Information for SEPERS —  

Annual Percentage
Pension of APC Pension

Year Ended Cost (APC) Contributed Prepayment

December 31, 2013 5,831,533$ 66.3 %       636,622$   
December 31, 2012 4,900,000 131.4      2,604,155  
December 31, 2011 3,957,055 103.5      1,065,155   

In 2005, the Staten Island Rapid Transit Operating Authority Pension Plan was merged with the MTA 
Defined Benefit plan, effective January 1, 2005. Plan assets were transferred to the MTA Defined 
Benefit Plan Master Trust, along with all accumulated employer and employee contributions during the 
fourth quarter of 2005. In addition, annuity funds totaling $323,918, which had previously been invested 
in the MTA investment pool, were transferred to the MTA Defined Benefit Plan Master Trust as an 
additional employer contribution in 2005. 

SIRTOA’s annual contributions to the MTA Defined Benefit plan as a percent of covered payroll are 
22.6% and 42.35% for the years ended December 31, 2013 and 2012, respectively. The actual 
contributions for the years ended December 31, 2013 and 2012, were $3,864,000 and $6,439,000, 
respectively; the required contributions were $5,831,533 and $4,900,000, respectively. Further 
information about the Plan is more fully described in the separately issued financial statements which 
can be obtained by writing to the MTA Comptroller, 345 Madison Avenue, New York, New York 
10017-3739. 

Pension Plan Prepayment — Employer contributions to the Plan in 2013, 2012, and 2011 were based 
on preliminary estimates, which exceeded required contributions by $636,622. This overpayment is 
treated as a 2014 Pension Plan prepayment. 

Section 401(k) Plan — SIRTOA’s employees may participate in the MTA’s deferred compensation 
plan established in accordance with Internal Revenue Code Section 401(k). The plan was established in 
1988 and is currently available to all employees. All amounts of compensation deferred under the plan, 
and all income attributable to such compensation, are solely the property of the participants. 
Accordingly, no amounts are reflected in the accompanying financial statements for the 401(k) Plan. 

8. OTHER POSTEMPLOYMENT BENEFITS 

SIRTOA has implemented GASB Statement No. 45, Accounting and Financial Reporting for Employers 
for Postemployment Benefits Other Than Pensions (“GASB 45”). This Statement establishes the 
standards for the measurement, recognition, and display of Other Postemployment Benefits (“OPEB”) 
expense/expenditures and related liabilities (assets), note disclosures, and, if applicable, required 
supplementary information (“RSI”) in the financial reports of state and local governmental employers. 

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

Plan Description — The benefits provided by SIRTOA include medical, pharmacy, dental, vision and 
life insurance, plus monthly supplements for Medicare Part B or Medicare supplemental plan 
reimbursement and welfare fund contributions. The different types of benefits provided vary by 
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employee type (represented employees versus management). All benefits are provided upon retirement 
as stated in the MTA Pension Plan. SIRTOA provides benefits to some members if terminated within 
5 years of attaining retirement eligibility. 

SIRTOA participates in the New York State Health Insurance Program (NYSHIP) to provide medical 
and prescription drug benefits, including Medicare Part B reimbursements to many of its members. 
NYSHIP provides a PPO plan and several HMO plans. Represented and non-represented employees 
who retired prior to January 1, 1996 or January 1, 2001, do not participate in NYSHIP. These benefits 
are provided either through a self-insured health plan, a fully insured or an HMO. 

SIRTOA is a participating employer in NYSHIP. The NYSHIP financial report can be obtained by 
writing to NYS Department of Civil Services, Employee Benefits Division, Alfred E. Smith Office 
Building, 805 Swan Street, Albany, NY 12239. 

GASB 45 requires employers to perform periodic actuarial valuations to determine annual accounting 
costs, and to keep a running tally of the extent to which these amounts are over or under funded. The 
valuation must be performed at least biennially. The most recent biennial valuation was performed for 
the year ended December 31, 2013, and was performed with a valuation date of January 1, 2012. The 
total number of plan participants as of December 31, 2013, receiving retirement benefits was 93. 

During 2012, MTA funded $250 million into a Trust allocated between Headquarters and New York 
City Transit. In addition, $50 million was funded during 2013 allocated between Long Island Railroad 
and Metro-North Railroad and $100 million is anticipated to be funded in 2014. Under GASB 45, the 
discount rate is based on the assets in a trust, the assets of the employer or a blend of the two based on 
the anticipated funding levels of the employer. For this valuation, the discount rate reflects a blend of 
Trust assets and employer assets. The assumed return on Trust assets is 6.5% whereas the assumed 
return on employer assets is 3.5% resulting in a discount rate under GASB 45 of 3.75%, which is 
slightly lower than the discount rate of 4% used in the prior valuation. This decrease is primarily due to 
the decrease in Treasury yields and thus, returns on employer assets since the prior valuation. 

Annual OPEB Cost (“AOC”) and Net OPEB Obligation — SIRTOA’s annual OPEB cost (expense) 
represents the accrued cost for postemployment benefits under GASB 45. Currently, SIRTOA expenses 
the actual benefits paid during a year. The cumulative difference between the annual OPEB cost (new 
method) and the benefits paid during a year (old method) will result in a net OPEB obligation (the” Net 
OPEB Obligation”), included on the statements of net position. The annual OPEB cost is equal to the 
annual required contribution (the “ARC”) less adjustments if a Net OPEB Obligation exists and plus the 
interest on Net OPEB Obligations. The ARC is equal to the normal cost plus an amortization of the 
unfunded liability. 

Actuarial Cost, Amortization Methods and Assumptions — For determining the ARC, SIRTOA has 
chosen to use the Frozen Initial Liability (“FIL”) Cost Method, one of the cost methods in accordance 
with the parameters of GASB 45. The initial liability is amortized over a 22 year period. The remaining 
amortization period at December 31, 2013, is 16 years. 

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

The Frozen Unfunded Accrued Liability is determined each year as the Frozen Unfunded Accrued 
Liability for the prior year, increased with interest, reduced by the end-of-year amortization payment and 
increased or decreased by any new bases established for the current year. 

The difference between the Actuarial Present Value of Benefits and the Frozen Unfunded Accrued 
Liability equals the Present Value of Future Normal Cost. The Normal Cost equals the Present Value of 
Future Normal Cost divided by the present value of future compensation and multiplied by the total of 
current compensation for members less than certain retirement age. 

The ARC is equal to the sum of the Normal Cost and the amortization for the Frozen Unfunded Accrued 
Liability with appropriate interest adjustments. Any difference between the ARC and actual plan 
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, 2012 which is 12 months prior to the 
beginning of the 2013 fiscal year.  The valuation date is consistent with the prior valuation completed as 
of January 1, 2010 for the 2011 and 2012 fiscal years. The results of this valuation will be used for the 
2013 fiscal year and will be the basis for the 2014 fiscal year. Census data for the next full valuation will 
be based on a valuation date of January 1, 2014. 

Inflation Rate — 2.5% per annum compounded annually. 

Discount Rate — GASB 45 provides guidance to employers in selecting the discount rate. The discount 
rate should be based on the estimated long-term investment yield on the investments that are expected to 
be used to finance the benefits. If there are no plan assets, assets of the employer should be used to 
derive the discount rate. This would most likely result in a lower discount rate and thus, liabilities 
significantly higher than if the benefits are prefunded. In recognition of the decrease in short-term 
investment yields, the discount rate for this valuation has been lowered from 4.0% to 3.75%. 

Healthcare Reform — The valuation reflects the actuaries understanding of the impact in future health 
costs due to the Affordable Care Act (ACA) passed into law in March 2010. An excise tax for high cost 
health coverage or “Cadillac” health plans was included in ACA. The provision levies a 40% tax on the 
value of health plan costs that exceed certain thresholds for single coverage or family coverage. If, 
between 2010 and 2018, the cost of health care insurance rises more than 55%, the threshold for the 
excise tax will be adjusted. Also included in ACA are various fees (including, but not limited to, the 
Patient-Centered Outcomes Research Institute fee, Transitional Reinsurance Program fee, and the Health 
Insurer fee) associated with the initiation of health exchanges in 2014. 
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The OPEB-specific actuarial assumptions used in the most recent biennial valuations are as follows: 

Valuation date January 1, 2012
Actuarial cost method Frozen initial liability
Discount rate 3.75%
Price inflation 2.5% per annum, compounded annually
Per-Capita retiree contributions *
Amortization method Frozen initial liability
Amortization period 16 years
Period closed or open Closed

* In general, all coverages are paid for by SIRTOA.  

Actuarial valuation involve estimates of the value of reported amounts and assumptions about the 
probability of events far into the future, and that actuarially determined amounts are subject to continual 
revision as actual results are compared to past expectations and new estimates are made about the future. 

Per Capita Claim Costs (“PCCC”) — Use of a blended premium rate for active employees and 
retirees under age 65 is a common practice. Health costs generally increase with age, so the blended 
premium rate is higher than the true underlying cost for actives and the blended premium is lower than 
the true underlying cost for retirees. For retirees, this difference is called the implicit rate subsidy. Since 
GASB 45 only requires an actuarial valuation for retirees, it requires the plan sponsor to determine the 
costs of these benefits by removing the subsidy. However, a plan sponsor may use the premiums without 
adjustment for age if the employer participates in a community-rated plan, in which the premium rates 
reflect projected health claims experience of all participating employers, or if the insurer would offer the 
same premium rate if only non-Medicare-eligible retirees were covered. 

 
Based on a 2006 report from the Department of Civil Service of the State of New York regarding 
recommended actuarial assumptions used for New York State/SUNY’s GASB 45 Valuation sent to all 
participating employers, it stated that the Empire Plan of NYSHIP is community-rated for all 
participating employers. Each MTA Agency participating in NYSHIP is no more than approximately 
1%, and in total, the MTA is approximately 3% of the total NYSHIP population. Thus, we believe that 
the actual experience of the MTA will have little or no impact on the actual premium and, that it is 
reasonable to use the premium rates without age adjustments as the per capita claims cost. 

 
The medical and pharmacy benefits provided to TWU Local 100, ATU 1056 and ATU 726 represented 
Transit members are self-insured as well as some Pre-NYSHIP Transit members. For these benefits, we 
developed per capita claims cost relativity factors that varied by benefit, age and gender for retirees of 
the TWU Local 100, ATU Local 726 and ATU Local 1056 unions for 2012. These were then combined 
to match the aggregate claim experience provided by the Authority and MTA. Claims were increased by 
an incurred versus paid claim adjustment of 2.7% for health benefits and (0.3)% for pharmacy benefits. 
Finally, an administrative load was applied equal to 5.8% for Empire BCBS medical benefits, 3.8% for 
United Healthcare medical benefits and 0.6% for pharmacy benefits. 
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The following charts detail the monthly 2012 PCCCs used in the valuation: 

Empire Blue Empire Blue
Cross/ United Cross/ United

Blue Shield Healthcare Pharmacy Blue Shield Healthcare Pharmacy

Age

30–34 481.70$       921.70$      141.22$      633.31$      1,211.79$    158.70$      
35–39 697.73        1,335.04      243.03       812.97       1,555.54     242.67        
40–44 825.11        1,578.78      290.18       853.83       1,633.73     299.31        
45–49 666.26        1,274.83      243.63       717.19       1,372.28     280.55        
50–54 607.73        1,162.84      213.80       638.21       1,221.16     269.44        
55–59 717.11        1,372.12      241.25       659.79       1,262.45     298.08        
60–64 840.40        1,608.02      263.29       746.74       1,428.81     312.32        
65–69 117.36        N/A 292.93       117.42       N/A 296.48        
70–74 146.33        N/A 309.94       140.45       N/A 317.82        
75–79 179.85        N/A 315.56       165.16       N/A 330.96        
80–84 207.25        N/A 318.11       187.84       N/A 337.91        
85+ 239.19        N/A 311.64       216.39       N/A 332.93        

30–34 255.72$      489.29$      74.97$        350.22$      670.12$       87.76$        
35–39 301.98        577.82        105.18       382.82       732.50        114.27        
40–44 359.62        688.11        126.47       426.70       816.44        149.58        
45–49 407.91        780.49        149.16       465.67       891.02        182.16        
50–54 479.38        917.25        168.64       518.28       991.69        218.81        
55–59 575.69        1,101.54      193.67       567.95       1,086.72     256.58        
60–64 749.46        1,434.02      234.80       688.17       1,316.75     287.82        
65–69 117.36        N/A 292.93       117.42       N/A 296.48        
70–74 146.33        N/A 309.94       140.45       N/A 317.82        
75–79 179.85        N/A 315.56       165.16       N/A 330.96        
80–84 207.25        N/A 318.11       187.84       N/A 337.91        
85+ 239.19        N/A 311.64       216.39       N/A 332.93        

Female EmployeesMale Employees

Male Dependents Female Dependents

 

Medicare Part B Premiums — The Medicare Part B premium reimbursement was included in the 2012 
premium for those members covered by NYSHIP. Medicare Part B reimbursements were assumed to 
have an annual trend of 5%. These trends were combined with the adjusted Getzen model trend to 
determine a single weighted trend assumption. The weighting was based on an estimated liability basis. 

Medicare Part D Premiums — GASB has issued a Technical Bulletin stating that the value of 
expected Retiree Drug Subsidy (“RDS”) payments to be received by an entity cannot be used to reduce 
the Actuarial Accrued Liability of OPEB benefits nor the ARC. Furthermore, actual contributions made 
(equal to the amount of claims paid in a year if the plan is not funded) will not be reduced by the amount 
of any subsidy payments received. Accordingly, the 2012 valuation excludes any RDS payments 
expected to be received by SIRTOA. 

Health Care Cost Trend Rates — For those retirees participating in NYSHIP, the trend assumption 
used for 2012 and 2013 was 0.0% and 1.7%, respectively. The healthcare trend assumption is based on 
the Society of Actuaries-Getzen Model version 12.2 utilizing the baseline assumptions included in the 
model, except real GDP of 1.8% for medical and pharmacy benefits. Additional adjustments apply based 
on percentage of costs associated with administrative expenses, aging factors and potential excise taxes 
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due to healthcare reform, separately for NYSHIP and non-NYSHIP benefits. These assumptions are 
combined with long-term assumptions for dental and vision benefits (4%) plus Medicare Part B 
reimbursements (5%). The NYSHIP trend reflects actual increases in premiums through 2014. The 
NYSHIP trend is used for six agencies plus the non-represented employees of MTA Bus. This trend also 
reflects dental and vision benefits plus Medicare Part B reimbursements. For NYC Transit, this trend is 
weighted by liability with the non-NYSHIP trend assumption. The following lists the NYSHIP and non-
NYSHIP trend assumptions along with the resulting trends assumed for Transit. 

Health Care Cost Trend Rates 

NYSHIP
Fiscal Year < 65 >=65 < 65 >=65

2012 0%* 7.6% 7.3% 4.8% 4.6%
2013 1.7      7.4      6.6       5.4        4.8      
2014 5.0      6.2      6.2       5.8        5.8      
2015 5.5      5.8      5.8       5.7        5.7      
2016 5.7      5.5      5.5       5.6        5.6      
2017 5.9      14.6    5.5       12.5      5.6      
2022 5.9      6.4      5.5       6.2        5.6      
2027 6.8      6.2      5.4       6.4        5.9      
2032 6.5      6.0      5.6       6.2        5.9      
2037 6.1      5.7      5.3       5.8        5.7      
2042 5.7      5.4      5.9       5.5        5.8      
2047 5.5      5.3      5.7       5.4        5.6      
2052 5.4      5.2      5.5       5.3        5.5      

* Trend not applicable as actual 2013 premiums were valued

Non-NYSHIP Transit
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Participation — The table below summarizes the census data provided by SIRTOA and utilized in 
the preparation of the actuarial valuation.  The table shows the number of active and retired 
employees and provides a breakdown of the coverage elected and benefits offered to current 
retirees. 

OPEB Participation for SIRTOA as of January 1, 2012 

Active
Members

Number 255      
Average age 46.1     
Average service 15.0     

Retirees

Single medical coverage 22        
Employee/spouse coverage 40        
Employee/child coverage 1          
No medical coverage 19        

Total number 82        

Average age 64.2     

Total number with dental 23        
Total number with vision 23        

Total no. with supplement 27        
Average monthly supplement
  amount (excluding Part B premium) 383$     

Total no. with life insurance 82        
Average life insurance amount 2,543$   

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. For groups 
that do not participate in NYSHIP, details on coverage election rates can be found in NYC Transit 
Section IV of the valuation. 

Dependent Coverage — Spouses are assumed to be the same age as the employee/retiree. 85% of 
male and 60% of female eligible members are assumed to elect family coverage upon 
retirement. No children are assumed. Actual family coverage elections for current retirees are 
used. If a current retiree’s only dependent is a child, eligibility is assumed for an additional 7 years 
of dependent coverage if the member participates in NYSHIP (otherwise, 5 years) from the 
valuation date was assumed. 

Demographic Assumptions: 

Mortality — Preretirement and postretirement healthy annuitant rates are projected on a generational 
basis using Scale AA, as recommended by the Society of Actuaries Retirement Plans Experience 
Committee. 
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Preretirement — RP-2000 Employee Mortality Table for Males and Females with blue collar 
adjustments. No blue collar adjustments were used for management members of SIRTOA. 

Postretirement Healthy Lives — 95% of the rates from RP-2000 Healthy Annuitant mortality table for 
males with Blue Collar adjustments and 116% of the rates from the RP-2000 Healthy Annuitant 
mortality table for females. No blue collar adjustments were used for management members of 
SIRTOA. 

Postretirement Disabled Lives — 75% of the rates from the RP-2000 Disabled Annuitant mortality table 
for males and females. 

Turnover and Retirement Rates — All demographic assumptions were based on assumptions utilized 
in the 2013 actuarial valuation for the MTA Pension Plan, with the exception of the mortality 
assumption.  

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

Age at Termination Percent Electing

< 40 - %                    
40–43 5                      
44 20                    
45–46 30                    
47–48 40                    
49 50                    
50–51 80                    
52+ 100                  
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The following table shows the elements of SIRTOA’s annual OPEB cost for the year, the amount 
contributed, and changes in SIRTOA’s net OPEB obligation to the plan for the years ended 
December 31, 2013 and 2012. The portion of this actuarial present value allocated to a valuation year is 
called the Normal Cost. Calculations are based on the types of benefits provided under the terms of the 
substantive plan at the time of each valuation and on the pattern of sharing costs between the employer 
and plan members to that point. Calculations reflect a long-term perspective. 

(In thousands) 2013 2012

Annual required contribution 3,924$   3,544$  
Interest on net OPEB obligation 496        443      
Adjustment to annual required contribution (1,261)    (1,054)  

           Annual OPEB cost/expense 3,159     2,933   

Contributions made (1,745)    (794)     

           Increase in net OPEB obligation 1,414     2,139   

Net OPEB obligation — beginning of year 13,226   11,087 

Net OPEB obligation — end of year 14,640$ 13,226$  

SIRTOA’s annual OPEB cost, the percentage of annual OPEB cost contributed and the net estimated 
OPEB obligation for the year ending December 31, 2013, 2012 and 2011 were as follows (in thousands): 

Percentage of
Annual Annual OPEB Net OPEB

Year Ended OPEB Cost Cost Contributed Obligation

December 31, 2013 3,159$      55.3           % 14,640$   
December 31, 2012 2,933       27.1           13,226    
December 31, 2011 2,708       22.2           11,087     

SIRTOA’s funding progress information as of December 31, 2013, is as follows (in thousands): 

Actual Unfunded
Accrued Actual UAAL as a

Actual Liability Accrued Percentage
Valuation Value of Initial Entry Liability Funded Covered of Covered

Year Ended Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(A) (B) (B-A) (A/B) (C) (B-A)/C

12/31/2013 1/1/2012 -$     32,049$ 32,049$ -  % 15,283$ 209.7 %  

The required schedule of funding progress immediately following the notes to the financial statements 
presents multiyear trend information about whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liability for benefits. 
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9. RISK MANAGEMENT 

SIRTOA is exposed to various risks of loss related to torts; theft of, damage to and destruction of its 
assets; injuries to persons, including employees; and natural disasters. 

There are a number of claims and suits against SIRTOA for injuries to persons. The amounts claimed 
are significantly higher than the amount which management estimates will ultimately be paid. Although 
simple claims for minor amounts are frequently settled shortly after they arise, the settlement of more 
complex and large claims may take years after the claim is asserted. 

It is not possible to determine with any certainty the amount for which each claim will ultimately be 
settled because there are many subjective factors in such determinations and all of the issues may not be 
known for months or even years after the incident at issue. 

SIRTOA is self-insured up to certain per occurrence limits for liability claims arising from injuries to 
persons, excluding employees. For claims arising from incidents that occurred on or after November 1, 
2006, but before November 1, 2009, the self-insured retention limit was $2.3 million per occurrence. 
Claims arising on or after November 1, 2009, but before November 1, 2012 were subject to a 
$2.6 million limit. Effective November 1, 2012, the retention limit was increased to $3.0 million. Lower 
limits applied for claims arising prior to November 1, 2006. SIRTOA is self-insured for work-related 
injuries to employees. The annual cost associated with injuries to persons, other than employees, and 
damage to third-party property, is reflected in expenses as public liability claims in the accompanying 
consolidated statements of revenues, expenses and change in net position. 

SIRTOA establishes its liabilities to employees and to the general public on the basis of independent 
actuarial estimates of future liability. 

A summary of activity in the estimated liability arising from injuries to persons, including employees, 
and damage to third-party property, for the year ended December 31, 2013 and 2012, is as follows: 

2013 2012

Balance — beginning of year 6,847,000$ 6,931,000$
                

  Activity during the year:                 
    Current year claims and changes in estimates 2,099,245 895,616     
    Claims paid (845,245)   (979,616)    

Balance — end of year 8,101,000 6,847,000  

Less current portion (1,215,150) (859,370)    

Long-term liability 6,885,850$ 5,987,630$  

First Mutual Transportation Assurance Company: 

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 
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self-insured retention limits are: $8 million for MTA New York City Transit, MaBSTOA, MTA Bus, 
MTA Long Island Rail Road, and MTA Metro-North Railroad; $2.3 million for MTA Long Island Bus 
and MTA Staten Island Railway; and $1.6 million for MTAHQ and MTA Bridges and Tunnels. For 
claims arising from incidents that occurred on or after November 1, 2009, but before November 1, 2012, 
the self-insured retention limits are: $9 million for MTA New York City Transit, MaBSTOA, MTA Bus, 
MTA Long Island Rail Road and MTA Metro-North Railroad; $2.6 million for MTA Long Island Bus 
and MTA Staten Island Railway; and $1.9 million for MTAHQ and MTA Bridges and Tunnels. 
Effective November 1, 2012 the self-insured retention limits for ELF were increased to the following 
amounts: $10 million for MTA New York City Transit, MaBSTOA, MTA Bus, MTA Long Island Rail 
Road and MTA Metro-North Railroad; $3 million for MTA Staten Island Railway; and $2.6 million for 
MTAHQ and MTA Bridges and Tunnels. The maximum amount of claims arising out of any one 
occurrence is the total assets of the program available for claims, but in no event greater than $50 
million. The retrospective portion contains the same insurance agreements, participant retentions, and 
limits as existed under the ELF program for occurrences happening on or before October 30, 2003. On a 
prospective basis, FMTAC issues insurance policies indemnifying the other MTA Group entities above 
their specifically assigned self-insured retention with a limit of $50 million per occurrence with a 
$50 million annual aggregate. FMTAC charges appropriate annual premiums based on loss experience 
and exposure analysis to maintain the fiscal viability of the program. On December 31, 2013, the 
balance of the assets in the ELF program was $63.2 million. 

MTA also maintains an All-Agency Excess Liability Insurance Policy that affords the MTA Group 
additional coverage limits of $350 million for a total limit of $400 million ($350 million excess of 
$50 million). In certain circumstances, when the assets in the program described in the preceding 
paragraph are exhausted due to payment of claims, the All-Agency Excess Liability Insurance will 
assume the coverage position of $50 million. 

On March 1, 2013, the “nonrevenue fleet” automobile liability policy program was renewed. This 
program provides third-party auto liability insurance protection for the MTA Group with the exception 
of MTA New York City Transit and MTA Bridges and Tunnels. The policy provides $10 million per 
occurrence limit with a $0.5 million per occurrence deductible for MTA Long Island Rail Road, MTA 
Staten Island Rapid Transit Operating Authority, 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 the agencies for their deductible. 

On March 1, 2013, the “Access-A-Ride” automobile liability policy program was renewed. This 
program provides third-party auto liability insurance protection for the MTA New York City Transit’s 
Access-A-Ride program, including the contracted operators. This policy provides a $3 million per 
occurrence limit with a $1 million per occurrence deductible. 

On December 15, 2013, FMTAC renewed the primary coverage on the Station Liability and Force 
Account liability policies for $10 million per occurrence loss for MTA Metro-North Railroad and MTA 
Long Island Rail Road. 

Property Insurance — Effective May 1, 2013, FMTAC renewed the all-agency property insurance 
program. For the annual period commencing May 1, 2013, FMTAC directly insures property damage 
claims of the other MTA Group entities in excess of a $25 million per occurrence self-insured retention 
(“SIR”), subject to an annual $75 million aggregate as well as certain exceptions summarized below.  .  
The total program is $500 million per occurrence covering property of the related entities collectively.  
FMTAC is reinsured in the domestic, Asian, London, European and Bermuda marketplaces for this 
coverage. Losses occurring after the retention aggregate is exceeded are subject to a deductible of $7.5 
million per occurrence. The property insurance policy provides replacement cost coverage for all risks of 
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direct physical loss or damage to all real and personal property, with minor exceptions. The policy also 
provides extra expense and business interruption coverage.  
 
Supplementing the $500 million per occurrence coverage noted above, FMTAC’s property insurance 
program has been expanded to include a further layer of $200 million of fully collateralized storm surge 
coverage for losses from storm surges that surpass specified trigger levels in the New York Harbor or 
Long Island Sound and are associated with named storms that occur at any point in the three year period 
from July 31, 2013 to July 30, 2016.  The expanded protection is reinsured by MetroCat Re Ltd., a 
Bermuda special purpose insurer formed to provide FMTAC with capital markets-based property 
reinsurance.  The MetroCat Re reinsurance policy is fully collateralized by a Regulation 114 trust 
invested in U.S. Treasury Money Market Funds.  The additional coverage provided is available for 
storm surge losses only after amounts available under the $500 million in general property reinsurance 
are exhausted. 
 
With respect to acts of terrorism, FMTAC provides direct coverage that is reinsured by the United States 
Government for 85% of “certified” losses, as covered by the Terrorism Risk Insurance Act (“TRIA”) of 
2007 (originally introduced in 2002). Under the 2007 extension, terrorism acts sponsored by both 
foreign and domestic organizations are covered.  The remaining 15% of MTA Group losses arising from 
an act of terrorism would be covered under the additional terrorism policy described below. 
Additionally, no federal compensation will be paid unless the aggregate industry insured losses exceed 
$100 million (“trigger”). 

To supplement the reinsurance to FMTAC through the 2007 Terrorism Risk Insurance Program 
Reauthorization Act (“TRIPRA”) program, the MTA obtained an additional commercial reinsurance 
policy with various reinsurance carriers in the domestic, London and European marketplaces. That 
policy provides coverage for (1) 15% of any “certified” act of terrorism — up to a maximum recovery of 
$161.25 million for any one occurrence and in the annual aggregate, (2) the TRIPRA FMTAC captive 
deductible (per occurrence and on an aggregated basis) that applies when recovering under the 
15%“certified” acts of terrorism insurance or (3) 100% of any “certified” terrorism loss which exceeds 
$5 million and less than the $100 million TRIPRA trigger — up to a maximum recovery of $100 
million for any occurrence and in the annual aggregate. This coverage expires at midnight on May 1, 
2014. Recovery under this policy is subject to retention of $25 million per occurrence and $75 million in 
the annual aggregate — in the event of multiple losses during the policy year. In the event that the MTA 
Group’s retention in any one year exceeds $75 million, future losses in that policy year are subject to 
retention of $7.5 million. 
 
At December 31, 2013, SIRTOA does not have any outstanding claims, which require FMTAC 
coverage. 

10. CONTINGENCIES 

Operating Lease — SIRTOA is currently obligated under an operating lease agreement for its main 
office. The lease expires on February 29, 2016. Future minimum base rent (excluding rent escalation) 
under the lease is $146,027 for each of the years commencing March 1, 2006, and $165,074 for each of 
the years commencing March 1, 2011. 

Total rent expense for the years ended December 31, 2013 and 2012, were $286,599 and $191,916, 
respectively. 

Pollution Remediation — In accordance with GASB Statement No. 49, Accounting and Financial 
Reporting for Pollution Remediation Obligations, SIRTOA recognized pollution remediation expense of 
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$186 in 2013 compared to a credit in pollution remediation expense of $17,348 in 2012. The expense 
was the result of upward modification of encumbrances on existing projects. The expense provision was 
measured at its current value utilizing the prescribed expected cash flow method (see Note 2). Pollution 
remediation obligations are estimates subject to changes resulting from price increases or reductions, 
technology, or changes in applicable laws or regulations. 

At December 31, 2013, SIRTOA’s pollution remediation liability totaled $449,922, primarily consisting 
of future remediation activities associated with asbestos removal, lead abatement, ground water 
contamination and soil contamination. 

* * * * * *  
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REQUIRED SUPPLEMENTARY INFORMATION 
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STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
(Subsidiary of Metropolitan Transportation Authority)

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS
FOR THE STATEN ISLAND RAPID TRANSIT OPERATING AUTHORITY
POSTEMPLOYMENT BENEFIT PLAN
(In thousands)

Unfunded
Actual Actual UAAL as a 

Actual Accrued Accrued Percentage
Valuation Value of Liability Liability Funded Covered of Covered

Year Ended Date Assets (AAL) (UAAL) Ratio Payroll Payroll
(A) (B) (B-A) (A/B) (C) (B-A)/C

December 31, 2013 January 1, 2012 -$          32,049$ 32,049$     -  % 15,283$ 209.7 % 
December 31, 2012 January 1, 2010 -           27,201 27,201 - 14,512   187.4  
December 31, 2011 January 1, 2010 -           27,201 27,201 - 14,512   187.4   


