
Summary

The Metropolitan Transportation Authority (MTA) proposed its 2025-2029 Capital Plan in September 2024. 
The Capital Plan is the MTA’s five-year plan to rebuild, improve, and expand the MTA’s transit system. It is 
separate from the MTA’s operating budget, which covers day-to-day costs of running its transit services. The 
MTA proposed a $68.4 billion Capital Plan but identified only about half of the funding for it. 

On December 24, 2024, the State’s Capital Program Review Board (CPRB) rejected the MTA’s proposed 
2025-2029 Capital Plan due to this lack of funding. As a result, the 2025 State budget process must now 
resolve the program’s funding gap, and the MTA must submit a revised plan.

The proposed Capital Plan assumes Federal funding formulas and grants will continue at a time when policy 
priorities in Washington are shifting. The Capital Plan also looks to New York State to directly fund at least 
$4 billion in projects, which will be subject to Albany’s budget negotiations this year. If Federal and State 
funding do not materialize as presented in the Capital Plan, New York City will likely be asked to help cover 
the shortfall. 

The current proposal assumes the City will contribute $4 billion to the Capital Plan, a 33% increase from the 
prior plan in nominal terms. New York City’s contributions to the MTA have grown in recent years, even after 
adjusting for inflation. City payments to the MTA totaled $2.8 billion in fiscal year 2024 (for both capital and 
operating costs), up 17% in inflation-adjusted dollars from the prior year. Additionally, New York City and the 
surrounding region provide most of the tax revenue dedicated to the MTA. As the MTA looks to the State 
and City to resolve its funding gap, this could put pressure and uncertainty on the City’s own budget at a 
time when City funding for the MTA has already substantially grown.

This report breaks down the main details for the 2025-2029 Capital Plan by:

•	 Summarizing the sources of the planned funding.
•	 Describing the funding risks.
•	 Explaining the multiple ways the City already funds the MTA and how that has changed in recent years.

IBO finds the City’s payments to the MTA have grown in real terms in recent years, both in direct capital 
contributions and in operating subsidies—raising the question of whether the City can or should contribute 
even more.
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What Is the MTA Capital Plan? 

The Capital Plan presents the MTA’s top priority projects to rebuild, improve, and expand the transit 
system. Each Plan includes an estimate of project costs and funding sources. Capital projects are budgeted 
separately from the day-to-day operating costs of the system. Since 1982, the MTA has planned its capital 
work through five-year capital programs, each containing what the MTA considers to be the most pressing 
investments needed over the next five years. 

The MTA’s proposed 2025-2029 Capital Plan contains $68.4 billion in planned projects, focused primarily on 
replacement and upgrades to aging infrastructure.1 However, the MTA has identified sources for only about 
half of this funding. The MTA’s capital projects are paid for by a combination of State, Federal, and City 
funds, as well as money the MTA borrows from outside investors through the issuance of bonds. 

What’s the Status of Funding the 2025-2029 Capital Plan?

State Review Board Rejected Current Program. The MTA Board passed its proposed 2025-2029 Capital 
Plan in September 2024. This is despite having only tentatively identified $35 billion, or 51% of the total 
capital funding needed (see Figure 1). On December 24, 2024, the State’s Capital Program Review Board 
(CPRB) rejected the proposed 2025-2029 Capital Plan due to this lack of funding. As a result, the 2025 State 
budget process will need to resolve the Plan’s funding gap. (Unlike the City and State, the MTA plans and 
budgets in calendar years.) The CPRB was created in 1981 to serve as a State oversight body for the MTA’s 
capital plans, following deteriorating service and low 
levels of investment in the late 1970s. Under State 
law, the MTA may not issue bonds for capital projects 
unless they are contained in a plan approved by the 
CPRB.2 If rejected, a capital plan must be revised and 
resubmitted until it is approved.

Identified Funding. Importantly, even the $35 billion 
identified by the MTA is uncertain. As shown in Figure 
1, the MTA estimates $14 billion in Federal funding 
for the 2025-2029 Program, under the assumption 
that increased formula funding authorized in the 
2021 Infrastructure Investment and Jobs Act will 
be reauthorized after 2026 and continue for all 
five years of the MTA program.3 With a change in 
the presidential administration and shifts in policy 
priorities in Washington, the continuance of this 
Act is uncertain. The MTA further assumes that 
substantial Federal grants will be awarded to fund the 
$2.75 billion Interborough Express project, a light rail 
project to connect Bay Ridge, Brooklyn to Jackson 
Heights, Queens. Finally, the MTA’s proposed 2025-
2029 Program assumes $4 billion in State funding 
and $4 billion in City funding, both of which have yet 
to be negotiated.4

A portion of the identified $35 billion that is within 
MTA’s control is debt. The MTA issues its own bonds 
for capital projects, which are then paid out over 

Figure 1
MTA Capital Plan Funding by Source
Dollars in Billions

Funding Source
2020-2024 

Program
2025-

2029 Plan

Congestion Pricing  $15.0  $-   

Federal Government  $13.1  $14.0 

MTA Borrowing from Outside 
Investors and MTA Revenue  $10.7  $13.0 

Tax Revenue Dedicated to MTA 
Capital Projects  $10.0  $-   

New York State  $3.1  $4.0 

New York City  $3.0  $4.0 

Other  $0.5  $-   

Total Funding  $55.4  $35.0 

Program Cost  $55.4  $68.4 

Funding Gap  $-    ($33.4)
SOURCES: MTA 2020-2024 Capital Program, MTA 2025-2029 
Proposed Capital Plan, MTA September 2024 Board Book, and 
remarks by MTA CFO Kevin Willens at the September 23, 2024 
meeting of the MTA Finance Committee
NOTES: Capital-dedicated taxes include a portion of the New York 
State Real Estate Transfer Tax on properties valued at $2 million 
or more (commonly called the “mansion tax”) and a portion of 
the Internet Marketplace Sales Tax. As enacted in the New York 
State Fiscal Year 2020 Budget, revenues from these sources 
enter the MTA’s capital lockbox dedicated to the 2020-2024 
Capital Program. MTA borrowing includes MTA and TBTA bonds. 
TBTA stands for Triborough Bridge and Tunnel Authority and is an 
affiliate agency of the MTA. The MTA also uses its own current-year 
revenue to fund capital projects, known as PAYGO or Pay-As-You-
Go capital. This funding is included in line 3 above.
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time through its operating budget.5 In addition to this debt service, the operating budget includes day-to-
day costs of running the MTA such as wages and utilities. MTA also uses funds in its current-year operating 
budget to directly pay for capital projects, known as Pay-As-You-Go capital (PAYGO). The proposed 2025-
2029 Capital Plan assumes $13 billion in MTA financing through bonds and PAYGO. The MTA estimates this 
amount will allow it to maintain an average debt service target of 15% of its operating budget.6 If additional 
funding sources cannot be identified, the MTA may need to issue additional debt above this target amount. 
Doing so would place further strain on the MTA’s operating budget, which is already projecting deficits of 
$379 million in 2027 and $419 million in 2028.7

Unidentified Funding. The MTA is effectively asking Albany to identify at least $33.4 billion in new capital 
funding through the State budget, and possibly more if some of the assumed $35 billion in identified funding 
does not materialize. Last November, the MTA secured Governor Hochul’s “strong support” for the proposed 
2025-2029 Program, but the Governor’s State Executive Budget provided no details on additional funding. The 
State Executive Budget assumed $3 billion each from the State and City, compared to $4 billion each in the 
MTA’s plan, potentially expanding the funding gap to $35.4 billion.8  Ultimately, the Legislature and Governor 
will have to agree on any funding from State resources—including recent proposals for new and increased 
subsidies from New York City. Otherwise, the MTA may be forced to issue more debt or shrink its capital 
investment plans, both of which could negatively impact the operations of the transit system.

How Does the City Currently Fund the MTA? 

The MTA and Albany may look to the City to help close the gap. Current State law mandates that the City 
fund the MTA in several ways:

•	 Pay the MTA directly to fund capital projects
•	 Pay the MTA to cover operating costs, which helps offset the MTA’s cost of borrowing to then fund its 

capital projects
•	 Remit dedicated taxes to MTA capital and operating costs

To fund the 2025-2029 Program, the City may be required to increase its support in any or all of these areas. 

As the following sections explain, City subsidies to the 
MTA have increased in recent years, and the MTA has 
already proposed increasing them further. Within the 
identified $35 billion for the proposed 2025-2029 Capital 
Plan, the MTA assumed higher City capital contributions 
compared to the previous capital plan. The MTA is also 
requesting Albany approve new City operating subsidies 
in its 2025 Adopted Budget, specifically by continuing 
the City’s 80% share of growing paratransit costs. This 
80% funding level is otherwise set to expire in July 2025, 
when it would revert to 50%.

Direct Capital Payments From City to MTA. The 
proposed 2025-2029 Capital Plan assumes the City 
provides $4 billion directly to the MTA for capital 
projects. This represents a $1 billion (or 33%) increase 
in City funds compared with the prior capital plan, not 
adjusting for inflation. Notably, negotiations between the 
State and City are ongoing, so this amount is subject to 
change. As shown in Figure 2, the proposed increase is 

0

$1

$2

$3

$4

$5

2025-2029
(Proposed)

2020-20242015-20192010-2014

Inflation Adjusted 2024 Dollars in Billions

Figure 2
City Contributions by MTA Capital Plan

SOURCE: MTA Proposed 2025-2029 Capital Plan, December 
2024 MTA Capital Program Oversight Commi�ee Report, 
Engineering News-Record Building Cost Index.
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roughly in line with rising construction costs since the beginning of the previous capital program. Construction 
costs increased 36% over this period, according to the Engineering News-Record Building Cost Index. 
However, a 33% increase to the City contribution is greater than the 23% overall growth in planned capital 
spending ($55 billion to $68 billion, as shown in Figure 1). 

City Payments to MTA Capital Projects By Year. City payments to the MTA for capital projects are reflected 
as spending, termed “commitments,” in the City’s own capital budget. The City’s annual payment to the 
MTA for capital projects fluctuates from year to year. The variance relates to when the MTA requests the 
money from the City, which in part reflects the timing of MTA projects. Most MTA capital projects are built 
over several years, often exceeding the period indicated by the title of a capital plan.9 As shown in Figure 
3, when adjusted for inflation, the City provided the MTA with $1.2 billion in capital commitments in City 
fiscal year 2023 and $1.4 billion in 2024. (Note that the City fiscal year runs from July through June, while the 
MTA budgets in calendar years.) The City’s annual contributions have increased steadily since 2020. Even 
after adjusting for inflation, the City’s contributions from 2015 through 2019 were notably less than those of 
recent years. While multiple factors explain the recent uptick, this trend in part reflects a lag in spending on 
projects planned under the 2015-2019 Program.10 

City Payments to Cover MTA Operating Expenses Indirectly Fund Capital Plan

The City provides funding to the MTA to cover operating expenses. These subsidies provide the MTA 
with more flexibility to take on debt and cover the interest payments in its operating budget. Additional 
borrowing can then fund capital projects. The MTA may look to close the Capital Plan funding gap by issuing 
additional debt beyond its current borrowing targets. The MTA could increase the operating subsidy that it 
receives from the City to help alleviate the pressure this additional debt would have on the MTA’s operating 
budget, which is projected to face out-year deficits.11

As shown in Figure 4, the City currently makes operating payments to the MTA in a variety of programs, including:

•	 MTA Bus Company
•	 Access-A-Ride paratransit services
•	 Free fares for schoolchildren
•	 Reduced fares for seniors and disabled riders
•	 Maintenance associated with commuter rail stations within the City
•	 Staten Island Railway

Inflation Adjusted 2024 Dollars in Billions

Figure 3
City Commimtments for MTA Capital Projects by Year

SOURCES: New York City Financial Management System and Engineering News-Record Building Cost Index 
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These operating subsidies have grown in the past year, even after adjusting for inflation. In City fiscal year 
2024, the City paid a total operating subsidy of $1.4 billion to the MTA, up 17% from $1.2 billion in fiscal year 
2023. (See Figure 4.) Through the first five months of fiscal year 2025, City spending on operating subsidies 
to the MTA totals $925 million. While City payments to the MTA vary from month to month, this does 
suggest that total operating subsidies for 2025 will be higher than last year.

City Subsidies for MTA Paratransit Services. Under the Americans with Disabilities Act, the MTA is legally 
required to provide complementary origin-to-destination transit service to riders for whom its fixed-route 
subway and bus systems are inaccessible, also known as paratransit.12 The MTA’s paratransit service is 
called Access-A-Ride. 

Paratransit is one of the MTA’s fastest-growing operating costs, and the MTA is seeking to permanently 
increase City contributions to the service. The City currently covers 80% of the remaining Access-A-Ride 
operating costs after subtracting out paratransit fare and tax revenues. The City’s cost-share percentage 
increased from 50% to 80% in the 2023-2024 State budget, to help close the MTA’s then-$600 million 
operating budget deficit. The 80% subsidy is limited: each year City payments are capped at no more than 
$165 million over what would otherwise be paid at the 50% subsidy level, and the City hit that cap in fiscal 
year 2024. In addition, the 80% subsidy was authorized only through June 2025.13 In its latest operating 
budget, the MTA assumes that the State will make this increase for the City permanent, although it is 
unclear whether Albany will oblige.14 

As shown in Figure 5, the City paid $465 million in paratransit subsidy last fiscal year. This is an 86% 
increase from the $250 million paid for paratransit in 2023, after adjusting for inflation. Five months into 
fiscal year 2025, expenditures for paratransit totaled $218 million, suggesting that the City will possibly pay 
even more this year than last year. 

Figure 4
City Funding for the MTA Operating Budget

SOURCES: Financial Management System and Consumer Price Index for All Urban Consumers (CPI-U) in the NY-NJ-PA region
NOTE: The higher than average total operating subsidy for Fiscal Year 2019 was driven by City contributions to the Subway Action Plan.
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Dedicated Taxes. The MTA receives about 43% of its $19.9 billion operating budget from a variety of taxes 
assessed at the State, regional, and City levels, respectively.15 Most of these taxes do not directly come 
from New York City’s government. Nevertheless, City residents and businesses pay them, and several 
taxes only apply in New York City rather than the broader metro region. (See Figure 6 for a complete list.)

City taxpayers provide a substantial share of the MTA’s dedicated taxes, especially those dedicated to 
capital work. Of the MTA’s $8.6 billion in operating tax revenues for 2025, $7.7 billion is projected to come 
from taxes and fees applied to New York City or the broader MTA service area, known as the Metropolitan 
Commuter Transportation District (MCTD). The MCTD includes New York City as well as Rockland, Nassau, 
Suffolk, Orange, Putnam, Dutchess, and Westchester Counties.

On the capital side, 87% of the MTA’s estimated $1.2 billion in capital-dedicated taxes are expected to come 
from City taxes and fees (see Figure 6). By State law, these capital-dedicated taxes will enter a lockbox fund 
dedicated to the previous 2020-2024 Capital Program—directing these tax revenues to fund the 2025-2029 
Plan would require new legislative authorization.

While most taxes included in Figure 6 are paid solely by residents and businesses, the payroll mobility tax 
(PMT) also applies to the City government in its capacity as an employer. Employers pay this tax on business 
payroll within the MCTD.16 The City not only pays the PMT on its payroll, but also pays a PMT “offset” 
payment. The City’s offset payment is part of a State payment to the MTA to replace PMT revenues lost due 
to tax exemptions. 

In the 2023-2024 State Budget, the rate of this tax was increased only within New York City (but not the 
surrounding counties) to help close the MTA’s $600 million operating budget deficit.17 Subsequently, in City 
fiscal year 2024, City expenditures related to PMT totaled $118 million, a 97% jump from fiscal year 2023. 
This ended a nine-year period of relatively consistent payments (between $60 million and $66 million from 
2015 through 2023). Year-to-date expenditures five months into fiscal year 2025 are $52 million, suggesting 
the greater contribution level will continue. In June 2024, Governor Hochul proposed further increasing the 
PMT to offset the loss of congestion pricing revenues from the pause to the program, but this proposal was 
rejected by the Legislature.18

Inflation Adjusted 2024 Dollars in Millions

Figure 5
City Subsidies for Paratransit

SOURCES: Financial Management System and Consumer Price Index for All Urban Consumers (CPI-U) in the NY-NJ-PA region 
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Conclusion

The MTA’s proposed 2025-2029 Capital Plan faces 
a substantial $33.4 billion funding gap, and it is 
unlikely to receive approval from the State Review 
Board to proceed until this gap is closed. The MTA 
is effectively asking the State and City to fill the gap 
through the 2025-2026 State budget. 

IBO’s analysis finds the City’s payments to the 
MTA have grown in real terms in recent years, both 
in direct capital contributions and in operating 
subsidies. The City’s annual capital payment grew 
21% in fiscal year 2024, following a trend of rising 
capital payments each year since 2020. Additionally, 
the City’s annual operating subsidies grew 17% in 
fiscal year 2024. (See Figures 3 and 4.) When the 
MTA last faced operating deficits in 2023, these were 
closed in part through new paratransit subsidies and 
payroll taxes from the City, along with direct State 
aid. Following the advent of congestion pricing—
another City-based revenue source—the State and 
MTA will need to consider whether the City can or 
should contribute even more. 

With new Federal funding unlikely to fill the gap, the 
State will need to choose a careful balance between 
broad-based State aid, MTA debt, and burdening 
the City further. Otherwise, the MTA will need to 
shrink its capital investment plans—deferring critical 
maintenance to an aging but essential transit system. 

Figure 6
MTA Forecast of Dedicated Taxes
For Calendar Year 2025
Dollars in Millions

Dedicated Taxes
Operating 

Funds

2020-2024 
Capital 

Program

New York City

Urban Taxes  $391

For-Hire Vehicle Surcharge  $342 

Automated Camera 
Enforcement (ACE)  $93

Central Business District 
Tolling Program (Congestion 
Prcing)  $500 

Mansion Tax (Real Estate 
Transfer Tax)  $333 

Internet Marketplace Tax - 
NYC  $178 

Regional (Metropolitan 
Commuter Transportation 
District)

Metropolitan Mass 
Transportation Operating 
Assistance Taxes  $3,150 

Mortgage Recording Taxes  $376 

Payroll Mobility Tax  $3,150 

Payroll Mobility Tax 
Replacement Funds  $244 

Peer-to-Peer Car Sharing Trip 
Tax  $1 

Statewide

Petroleum Business Tax  $595 

MTA Aid Trust Revenues  $274 

Internet Marketplace Tax - 
NYS  $-    $157 

Casino License and Gaming 
Tax Revenues  $-   

City Subtotal  $827  $1,011 

Regional Subtotal  $6,922 

State Subtotal  $868  $157 

Total Dedicated Taxes  $8,617  $1,168 
SOURCE: MTA 2025 Final Proposed Budget, Consolidated 
Subsidies.
NOTES: Sums may not total due to rounding. The Metropolitan 
Commuter Transportation District is made up of the five New York 
City counties as well as Rockland, Nassau, Suffolk, Orange, Putnam, 
Dutchess, and Westchester counties. Casino license and gaming 
tax revenues are forecast by MTA to start in 2026. The total for the 
payroll mobility tax and replacement funds includes City payments. 
The total for the mortgage recording tax is net of MTA transfers to 
suburban counties.
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