ANALYSIS

MTA P AYROLL TAX TO AFFECT 5 C OUNTIES

IN THE HUDSON VALLEY
ISSUE:
The Metropolitan Transportation Authority (MTA) is facing large deficits in their operating
EXGJHW IRU WKH FXUUHQW ILVFDO \HDU ,Q RUGHU WR FORVH WKH JDS
been deemed necessary in the words of former MTA Chairman Richard Ravitch. In June,
Governor David Paterson tapped a 15 -member body with Mr. Ravitch at its head to pro-
vide suggestions as to how best to balance the MTA budget. The creation of this panel,
now known as the Ravitch Commission, follows the failure of alternative sources of fund-
ing to be provided by the State.

To avoid double digit fare increases, the Ravitch Commission has proposed tolls on East

5LYHU EULGJHYVY D PRUH PRGHVW IDUH LQFUHDVH DQG WKH FUHDWLRQ RI
applied in all 12 counties in the MTA region. Conceived as an excise tax to be imposed on

all employers (and self -employed individuals), the tax will be equal to one third of 1% of

all wages paid (measured by the current FICA tax base.) In effect, this is a payroll tax.

The Q&A below provides insights into the Ravitch Commission proposal, the need to pro-
vide regional equity in who pays the bill for the MTA, and to what degree Mid -Hudson
EXVLQHVVHY DQG UHVLGHQWY DOUHDG\ PD\ EH VXSSRUWLQJ PRUH WKDQ

HOW WILL THE TAX MONEY BE USED?

In year one, the Ravitch Commission speculates that$1.2 billion will be generated from

the tax. This revenue will be used to close the MTA budget gap estimated at $1.5 billion.

Beginning in year two, however, the funds will be directed to the capital plan for the MTA

(specifically, to pay debt service on bonds for the next 5 -year capital program.) The

Commission recommends the creation of a new Finance Authority within MTA to monitor

WKH XVH RI WKHVH IXQGYV DQG WR FUHDWH D 3ORFNER[" VR WKDW WKH IX
offset the cost of general operations.

WHO DOES THE TAX APPLY TO?

The tax is applicable to all businesses, for profit and not for profit as well as govern-

ments, whose employees pay into Medicare (FICA). At the rate of 0.333% of the organi-

]IDWLRQYfY SD\UROO WKH WD[ ELOO IRU D FRPSDQ\ ZLWK D PLOOLRQ SD
Five counties in the Hudson Valley are within the MTA jurisdiction. Westchester, Rock-

ODQG 3XWQDP 2UDQJH DQG 'XWFKHVV ZLOO EH VXEMHFW WR WKH ORELO

DO HUDSON VALLEY RESIDENTS HAVE TO CONTRIBUTE TO THE GAP CLOSURE

IN OTHER WAYS?

Yes. Hudson Valley residents will experience the same fare increases as any other user

of rail or subway service. Absent the Mobility Tax, the current system -wide fare hike is
estimated at 23%. This increase was passed by the MTA at its most recent board meet-

ing. However, because fares are subject to public hearings, the exact increase for Metro

North riders is not yet certain. New fares will go into effect in June 2009.

In addition, the Ravitch Commission calls for tolls on East River bridges. The tolls would



