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INTRODUCTION

On December 16, 2008, the Committee on Transportation, chaired by Council Member John C. Liu, and the Committee on Finance, chaired by Council Member David Weprin will hold an oversight hearing on the findings of the Ravitch Commission Report.  The Committee has invited the following people to testify:  Richard Ravitch; Eliot Sander, Executive Director of the Metropolitan Transportation Authority (“MTA:”); disability rights advocates; environmental advocates; business associations, various union officials and transportation advocates, among others.

BACKGROUND

The MTA, chartered by New York State in 1965, is responsible for operating, maintaining and improving public transportation in the Metropolitan Commuter Transportation District.
  The Metropolitan Commuter Transportation District, as created and established by section 1262 of the New York State Public Authorities Law, consists of the five counties that comprise New York City, as well as Dutchess, Nassau, Orange, Putnam, Rockland, Suffolk and Westchester Counties.

The MTA is comprised of seven agencies that provide public transportation:  New York City Transit, Long Island Rail Road, Long Island Bus, Metro North Railroad, Bridges and Tunnels, MTA Capital Construction and MTA Bus Company.
 These different agencies service areas with some of the worst congestion in the nation.  
The MTA receives its funding in several different ways, in addition to the fare box and tolls, which currently represents 54% of its total revenue.
  The MTA receives 33% of its revenues from sales and real estate transaction taxes on the twelve counties that make up the MTA transportation district and from various other taxes paid throughout the State.  State and local subsidies make up 8% of the MTA’s revenue and 5% come from advertising and other sources.
As with many public agencies, the MTA has two budgets, an operating budget and a capital budget.
  The operating budget pays for everyday expenses such as fuel, the electric bill and salaries.
  The capital budget pays for major items, such as new trains and buses and large infrastructure projects.
  The capital budget is on a five-year planning cycle and the current capital plan expires at the end of 2009.
The MTA has forecasted shortfalls in both its operating budget and capital budgets.  Some have attributed these problems to the way that the MTA finances its capital projects.  The MTA funds its capital projects by borrowing money and paying for these loans through its operating budget.
  The debt service has continued to make up a larger percentage of the MTA’s operating budget and by 2010, it is predicted 20% of the operating budget will be for debt service.
  The problems in the MTA budgets are compounded by reduced revenue from the various taxes because of a weaker economy.

To address the MTA’s budget needs and attempt to reduce congestion, the Mayor proposed a congestion pricing plan, which would have, among other things, tolled motor vehicles entering Manhattan’s Central Business District.
  The plan was supposed to generate $400 million each year to help the MTA fund and make other transit improvements.
  The City would have also been eligible for $354 million in federal funds.

The City Council approved the plan by a 30-20 vote, but the plan would eventually die after the State legislature did not take a vote on it by April 7th, the Federal deadline for qualifying for federal funding.
  After the defeat of congestion pricing, New York State Governor David Paterson, who had supported the plan, promised to seek alternatives to help fund the MTA.

On April 9, 2008, Governor Paterson announced the creation of a panel headed by Richard Ravitch, the former chairman of the MTA, to recommend solutions for the MTA’s budget problems.  On June 10, 2008, Governor appointed the following 13 members to his Commission on Metropolitan Transportation Authority (the “Ravitch Commission”): Elliot G. Sander, Executive Director and CEO of the MTA; Laura L. Anglin, New York State Budget Director; Mark Page, Director of New York City Office of Management and Budget; Denis Hughes, President, New York State AFL-CIO; Father Joseph McShane, President, Fordham University; Robert B. Catell, Chair, National Grid; Kim Paparello Vaccari, Head of Banc of America Securities, Transportation Group; Steven Polan, Partner, Manatt, Phelps & Phillips, LLP; Peter Goldmark, Director, Environmental Defense Fund Climate and Air Program; Douglas Durst, The Durst Organization; Mysore L. Nagaraja, Urban Transportation Construction Project Advisor; Kevin Burke, Chair of the Board of Con Edison and Con Edison of New York; and Bernard Beal, Founder and CEO, M.R. Beal & Co.
The Governor charged the Ravitch Commission with developing recommendations to fund the MTA’s capital and operating budgets over the next ten years.  The Ravitch Commission’s deadline to submit its recommendations was December 5, 2008.  

In November 2008, before the release of the Ravitch Commission report, the MTA released its revised 2009 budget, which contained proposed service cuts and steep fare increases to balance the budget.  Among the proposals are a 23% increase in fare and tolls, which would increase a rider’s share of a cost of a subway ride to 83% and a bus rider’s share to 48%, both substantially higher than for other public transportation systems in the country.
  The revised budget also proposes doubling the fare for Access-a-Ride service for people with disabilities and the elimination of two subway lines, the Z and W and truncating another two lines, the G and the M.
  Many elected officials withheld comment on the proposed service cuts and fare increases, stating that they wanted to wait for the recommendations of the Ravitch Commission.

The Ravitch Commission Report


The Ravitch Commission released its report dated December 2, 2008 on December 4, 2008, one day before the December 5th deadline.  The Report to Governor David A. Paterson from the Commission on Metropolitan Transportation Authority Financing (“Ravitch Report”) made recommendations in four general areas: generating additional revenue, improving bus service, overhauling the MTA’s governance structure and administrative efficiency and transparency.  The Ravitch Report proposals are outlined below:
Additional Revenue
Payroll Tax
One major problem identified by the Ravitch Report is the way that the MTA finances its Capital projects.  The MTA borrows to pay for its capital projects and this debt is paid out of the MTA’s operating budget, which places great pressure on the MTA to raise fares when its revenue from the dedicated taxes and the City and State are insufficient.
The Ravitch Commission proposes a Mobility Tax, which would be comprised of a payroll tax of .33% on employers located within the twelve counties of the MTA Commuter District.  This Mobility tax is projected to raise $1.5 billion for the MTA.  The Ravitch Report recommends creation of an MTA Capital Finance Authority, which would administer these funds to pay for capital projects.  Creation of this new authority would prevent the mingling of the capital and operating budgets.  The first year’s revenue would be used to plug deficits in the operating budget.
Bridge Tolls

To pay for new bus service and create a regional bus authority, the Ravitch Report recommends tolling the East River Bridges (Manhattan, Brooklyn, Williamsburg and Queensborough) at the same rate as current MTA bridges and tunnels, which is $5.  The Ravitch Report also recommends tolling Harlem River Bridges (Willis Avenue, Macombs Dam, Third Avenue, Madison Avenue, 145th Street Bridge, 127th Street Viaduct, University Heights, Broadway, and Wards Island) at the same level as the $2 single subway fare.  This proposal is expected to generate $600 million annually.

Increased Fares and Tolls
Current MTA fares and tolls would be increased by 8%, instead of the 23% proposed in the MTA’s November proposed budget.  As discussed, first year revenue from the Mobility tax would be used to address the operating budget deficit and allow the smaller fare and toll increases.  The MTA would be able to make fares and toll increases every two years without a public hearing if such increases are no greater than the rate of inflation.  Fare and toll increase proposals occurring more frequently than every two years would require public hearings.
Improved Bus Service
Anticipating the additional people who will turn to mass transportation after the tolling of the formerly free East and Harlem River Bridges, the Ravitch Report recommends improving bus service as the only practical way to increase capacity on our mass transportation system.  Specifically, the Ravitch Report proposes increases investment in Bus Rapid Transit, a system prioritizing buses on streets has the promise of  reducing travel times and increasing convenience for bus riders.  The Ravitch Report also recommends the creation of a regional bus authority, which would be responsible for bus service in the metropolitan area
Governance

To strengthen the governance of the MTA, the Ravitch report recommends combining the powers of the Executive Director with the Chairperson of the Board.  Currently, the Executive Director serves at the pleasure of the Governor and has most of the executive power, while the Chairperson is more independent, but does not have much power to directly manage the MTA.  The Ravitch Report also recommends that all new members of the MTA Board possess relevant experience related to the management of the MTA, such as in Transportation, business management, finance, management of large capital projects and labor relations.  
Administrative Efficiency and transparency

One of the major problems facing the MTA involves the administration of its capital programs, which are often over budget and late.  To improve management of capital projects, the Ravitch Report recommends eliminating the need for Board approvals on small changes that fall within a project’s contingencies and better balancing of capital costs versus operating objectives.  The Report believes that capital projects are now more expensive than necessary because of the overwhelming focus on operational factors.  To help manage capital projects, the report also recommends giving more responsibilities to operational managers.

To improve transparency, the Ravitch Report recommends presenting its Capital plans in a more useful and understandable format and making them consistent with accepted public financing guidelines.  The Report further recommends posting reports of the New York City Independent Budget Office and New York State Office of the Deputy Comptroller which address the MTA’s budget, on the MTA’s website.  
Conclusion


As a result of inadequate funding, the MTA is an agency that has very often had to borrow to pay for important capital improvements and maintenance.  When the economy was doing well, the shortfalls in the budget were covered by windfalls in revenue from dedicated taxes, however, as the economy has slowed down, the MTA can no longer rely on this revenue.  To create more stable funding for the MTA, Governor Paterson created a commission on the MTA, also known as the “Ravitch Commission,” to recommend solutions to the MTA’s funding problems.  This hearing will examine the findings and recommendations of the Ravitch Commission. 
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