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CHAIRMAN KELLY: Ladies and gentlemz=n,
may we proceed,

My name 1s Robert F. Kelly, and I am
Chairman bf the New York State Assembly Committee
known as Corperations and Authorities and Commissions,
and with me here today are the following members of
my Committee: »Assemblyman Koppell, Assemblyman
Landes, Assemblyman Reilly, Assembiyman Kremer,
and at the end is Don Zimmerman, whe represents
Senator Brydses. Next to him is our Minority
Leader in the New York State Assembly, Assemblyman
Stanley Steinzut, and also ocur Counsel, John
Carlson.

While we me2t here today in New York City,

this hearine

g is really a joint venture with the

State of New Jerscy, and the legislative group
representing them is the Joint Legislative Autonomous
Authority Study Commission. Its Chairman 1is

Kenneth T. Wilson, who iz seated on my right here,
and next Friday at Newark, New Jersey, the seccond
half of this public hearing will be held.

A

cr

the conclusion of my remarks I am

going to ask }r. Wilson to introduce the members of



his Commission, as well as make any statement that
he may wish to make.

To my personal knowledge, this is the first
time that the legislative representatives of the
State of New York and New Jersey have joined together
to conduct a public hearing on any particular
subject. It is, of course, most appropriate in this
instance, since the Port of New York Authority was
created by these two States almost fifty years ago,
with the consent of the Congress of the United
States.

The purpose in establishing the Authority
was to providg transportation, terminal and other
facilities of commerce within the Port of New York
district. Rather broad authority was given,
including the power to purchase, construct, lease
or operate any terminal or transportation facility
within the district. These powers have, however,
been amended by subsequent legislation, bond
requirements, as well as an agreement or covenant
made in 1962,

Most of us are aware of the facilities

that this Authority presently operates. Perhaps the

-~



5
best known is the Bus Terminal and Airport in the
.Manhattan axea. : i

The lacest uvndertaking is‘the World Trade
Center which is to provide a2 centralized facility
for the expansion of world trade, and which is
scheduled to be in operation in 1973.

We meet here today for the specific
purpose of atteﬁpting to evaluate the relationship
of the Port of New York Authority to mass trans-
portation. This is o6ur primary inquiry, and our
primary purpose. Mass transportation is a vast
problem which is comﬁon to both of our states. We
are secking answers ;o this problem. To do this we
must cone to the experts in the field and seek
their assistance and cooperation.

To that end Mr. Wilson and myself have
attempted to invite the experts, persons who, while
they may express different opinions, do so with the
intent of affording éhe be%t possible solutions to
the problem. We have invited persons who will be
expressing varying viewpoints. We believe that in

this way, the thoughts of all of our Committee

members will be stimulated and enlightened.
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As to :he procedure to be follecwed, each
person will be greuted a reasonable amount of time
to present his posiition. I wculd personally hope
that each speaker might fhen answer any questions
presented by the Committee members. The Chair
reserves the right to limit the time of each speaker
as well as to rule on the relevancy of any question
made by a Committee member. I shall be as fair as
possible in all areas. I will caution everyone,
however, that this is a public hearing, and it is
intended to help the work of these two Committees.

I will now ask Chairman Wilson to present
his Commission to us and meke any remarks he may
wish, after which I will invite the first speaker
to make his presentation.

CHAIRMAN WILSON: I would like to ask
everyone to stand for a moment of silent prayer.
Coﬁmissioner Engelhard recently died, and will be
buried today at 2 o'clock;

(Those present rose and observed a
momeﬁt of silent prayer.)

CHAIRMAN WILSON: First of all, I would

like to thank Assemblyman Kelly for inviting the

-~
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members of the Joint Autonomous Authority Study
Commission from the State of New Jersey to be
present with us today, and it is composed of six
Senators and six Assemblymen, and I would like to
introduce the members of the Commission.

1 am Kenneth Wilson, and I represent
Essex County. The Vice Chairman is Senator Mathew
Rinaldo, from Union County; next is Assemblyman
Peter Thomas, from Morris County; next is Senator
Gerardo Del Tuffo; and next is Assemblyman Peter
Russo from Bergen County; behind him is Assemblyman
Michael Esposito from Hudson County; and we also
have Senator William Musto from Hudson Counfy; and
we also have Assemblyman Morlino, who I just saw
come in, and Assemblyman, do you want to come up
here with us?

We also have our legal Counsel, Monroe
Lustbader.

I think, that as stressed by Assemblyman
Kelly, that this is unique in the history of the
Port of New York Authority, and above and beyond
that I think it is unique for two State Legis-

latures to hold joint hearings. Very seldom do you
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ever see Legislatures cocperate and hold joint
hearings on any matter, but since the Port of
New York Authority is a bi-State agency, I think
that it is incumbent on the Legislatures of both
New Jersey and New York to hold these hearings to
ascertain correct facts and receive
information.

There have been many statements made on
both sides of the ri&er, in New Jersey and New
York, and we now have to analyze and obtain this
information.

Let me say it is a pleasure to be here,
and Assemblyman Kelly, if you will allow me, I
would like to make an announcement that our next
hearing in New Jersey will be on Friday,March 12,
and it will be at 10:30 in the morning, and it
will be at the New Jersey Bell Telephone Company,
the public meetirg room which is located at
540 Broad Street. We have quite an array of
individuals that will speak and give testimony,
and I now invite all of the members from Mr.
Kelly's Committee to attend, and in fact, we have

a little invitation here for you.
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CHAIRIL\N KELLY: Thank you very much., May
we continue, then, and due to the f?ct that the next
gentleman has to go about on State business, may 1
introduce to you and request that Arthur Levitt come
forward at this-time.

STATE COMPTROLLER ARI‘HUR LEVITT: Mr.
Chairman, and members of the Joint Committees, Mr.
Tobin, and ladies and gentlemen: The fact that I
take this seat on the opposite side of the Port
Authority is no indication of my feeling or the
positions that I have. We have the greatest respect
and admiration for this group, and their important
activities.

I am gratgful for this opportunity to
appear at this important hearing concerning the
relationship of the Port Authority to the mass
transportation probleﬁs of the entire metropolitan
area,

It is the first time in my experience, I
believe, that 1 have appeared at a joint hearing
conducted by legislative committees of two different
States. To be sure, the Port Authority was created

by a compact between New York and New Jersey but,

a
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even so, today's hecrinz is reassuring that inter-
State cooperaticn is & ccatinuing and vital aspect
of our mass traunsportatiocn problems. I hope that
the same spiric will extend to our cther metropolitan
problems.

My purpose today is not to testify as aun
expert on mass transportation, and that is an area
that I must 1ea§e to others. But I do think it
appropriate to give you an over-view of the Port
Authority's financial operations, because its fiscal
capacity is an essential factor in an analysis of
the total problem.

As you know, the inter-State compact
authorizes me, as well as the Comptroller of New
Jersey, to audit the Port Authority. My office
recently issued a report on the Port's finances, and
I am pleased to provide you with a copy of this
report and such additional copies as you may wish.

I shall also maké available key members of
my staff to help explain some of the nuances of the
Port's financial operations, if you so desire.

The financial operations of the Port of

New York Authority are fairly complex. My objective

-~
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is to give you a brief over-view rather than a
Jdetailed analysis. The dispositioﬁ of the
Authority's revenues is governed by statute and by
bond agreements and, quite frankly, the agreements
require careful study to.obtain a full understanding
of the Authority's rights and obligations.

First, let me cite a few general
principles:

') The Authority's revenues are pledged as
security for its obligations. At December 31, 1970,
the Authority had outstanding bonds of almost
$1.3 billion.

2) Beyond the scheduled debt service,
remainiag net revenues must be applied to maintain
a general reserve fund at 10 percent of the out-
standing bonded debt. A4t the close of the 1970
calendar year, the reserve fund balances totalled
$186 million.

The?e are additional limitations, which
I shall not cover here, but which are discussed in
vthe audit report.

Now, for some of the specific figures:

The Authority's gross cperating revenues, the amounts
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collected as tclls, fees, and the like, more than
doﬁbled dﬁring the past ten years from $123 million
in 1961 to $255 million in 1970.

The Authority's operating expenses, toll
collections, maiatenance costs, and so forth,
increased at a somewhgt more rapid rate. Neverthe-
less, the Authority's net revenues during this
ten-year perioa increased from $68 million to
$115 million.

The net operating revenues are available
for debt service, for increasing the reserve funds,
or for other purposes in accordance with the statute
and the bond ;esolutions.

During the ten-year period, the amounts
applied to interest on debt and scheduled long-term
debt retirement, ranged from $34 million to $5&
million a year. This means that relatively large
amounts of funds were available beyond interest
and scheduled principal répayments.

Over the ten-year period, approximately
$454 million was so available. During the last threce
years, approximately $55 million to $60 million a

year was left.
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How have trase csonies been used? A very
large proportion -- alwmuest $360 million -- has been
applied to capital construction through short-term
borrowings. In other woxds, the Authority has
financed about one~third of all ite construction over
the past ten years through operating revenues.
Generally, the Authority has done this by borrowing
certain amounts on a short-term basis at *he
beginning of each year, using the money for
constructcion purposes, and then repaying the borrow-
ings before the end of the year.

These net revenues might have been used
in some other manner, provided, of course, that the
alternetives were in accordance with bond agreements
and had the necessary excecutive or legislative
sanctions. The financial picture for the immediate
future looks bright for the Authority, particularly
since net revenues will be augmented by about
$36 million a year when the World Trade Center is
fully occupied. It is scheduled for completion in
1972.

The Agthority has the financial capacity

to undertake substantial additional construction, or
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to use its funds for othor purposes. How they might
be used depends wpon o varioty of factors -- legal,
statutory and econcmiz.

while our éudlt veport is critical of
certain fiscal policies. 1t can be seen that the
Port of New York Authority is in excellent financi=l
condicion, with ample capacity fcr future expansion.
Whether that e%pansion should be more closely
integrated with octher transportation agencies is an
obvious major policy question before our two States.
Thatever the solution, the obvious need is for
coordinated long-range planning, not for this year,
or this decade, but for generations to come.

Thank you very much.

CHAIRMAN KELLY: I have one question: The
only problem that.you seem to have with the Port
Authority, according to your statement, is just a
couple of questions about the way they audit their
books, or how they do it in a different way?

COMPTROLLER LEVITT: I think that is a
fair statement.

ASSEMBLYMAN STEINCUT: I think the

Comptroller has other cuestions.

-~



15

CHAIRUVAN KT:Ly: Vell, co ahead.

ASSENBLMAN STNINCUT: Iir. Comptianller,
unless I am wrong, yous prediction makes mention cf
the priorities that we lave with the surpluses?

COMPTROLLER LEVITT: These are policy
considerations, and it is not for me to pass judgmsut
on. These are matters of'high policy which, in the

p
first instance, should be dealt with clearly by the
Port Authority's own Board of Directors. But
basically, and fundamentally, these are policy
considerations which concern the Legislatures of the
States, and the Governors of the two States. I
thought I made'that clear.

ASSEMBLYMAN REILLY: Mr. Levitt, do you
have any recommendations on priority?

COMPTROLLZR LEVITT: Uell, I, like every
other citizen, am deeply concerned with the problems
of transportation, commuter transportation, and
commuter transportation by definition is a deficit
operation, and my worry is with the fiscal and
economic well-being of the entire metropolitan area,

embracing New Jersey and New York, and indeez, the

other contiguous states, and I think that th= Port



of New York aAuthority woeuld -e well advised to
carefully consicer its rdole in tua2 solution of
these problems, and I have no reason to think that
they do not concern thexzelves seriously with it.

I do think that the Governors of our
respective States cshould be active in the considera-
tion of the overall problem, and more specifically,
in the determination of the proper role of the Port
of New York Authority, that they should bear, if
any, iIn the solutions made to their problems.

CHAIRMAN WILSON: Mr. Levitt, to your
knowledge, how many audits have been undertaken by
the States of_New York and New Jersey on the Port of
New York Authority or on the Authority's books?

COMPTROLLER LEVITT: Under our law, we were
permitted to accept an audit by a certified public
accountant in lieu of conducting our own audit, and
we have had such a report every year as far as I can
recall, and examined it and used it, and commented on
it, andvthe audit that I speak of, and a copy of
which I'sﬁpplied to the Joint Commissions, was
conducted by my office, and we intend to cor.inue

the policy, ourselves.

-
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CHAIRMAN WILSCN: I have got some reports.

~

Do you plan on having audicional reports after that,
or is tnis your final report?

COMPTROLLER LuUVLTT: We will have a series
of reports from now pn, &3 circumstances warrant,
and the facilities cof our ofiice pervait.

CHATIMAN WILSON: I nctice in vour first
reporc that you criticized the method of reporting,
as far as to the Legislatures, in which the Authority
does not show the profit and loss for each facility,
and therefore the legislators of both States do not
have an opportunity to see a clear picture of each
facility. Would you comment on that, please?

COMPTROLLERX LEVITT: Ve did comment in our
earlier report that, basically, the fundamental
responsibility of any report is to inform the
public, and the public is not adequately informed
in connection with the operations of the facilities,
such as the operations of the Port /uthority, unless
they are adequately apprised of the operations of
each facility. UWe recommend that the reports,

henceforth, be made upon that basis.

As a matter of fact, in our repc:: it was

-~
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constructad upon that thcory. We have reported
separately for cach facility. i

CHAIRMAN WILSON: As Corptroller of New
York, were you surprised‘vben you saw the results
of your first report that stated that only five of
the facilities showed a profit, and six a marginal

profit, and 14 other fazilities were in the red?

D

COMéTROLLER LEVITT: I suspected that this
was so. I had no idea of the precise nuwmber of those
operating at a profit, and those operating at a
deficit, but I think that it is to be expected that
an agency such as the Port of New York Authority
which is, after all, in the final analysis,a cervice
agency designed to serve the public, and not to
make money for itself, that it would support
deficit operations which they consider in the public
interest, through the use of revenues derived from
revenue-making activities.

CHAIRMAN KELLY; Does anycne else from
New Jersey have a question? Mr. Koppell.

ASSEMBLYMAN KOPPELL: Mr. Levitt, in light
of your comments in your report earlier tha: che

Port Authority's financial statement was ¢...cwhat

-
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lacking in detail, that chey prevented intelligent
mass transportaticn plauvairng, ic the word I think
you used, . .¢ would you cuggest to us, the Legis-
latures of the two Stetes., that we mandate certain
accounting practices cn the part of the Port
Authority? I know you have a manual of accounting
practices for use by /futhorities, and would you
suggest that we take such & step?

COMPTROLLLR LEVITT: I would like to say
this: Unlike a certain other Authority, which I
shall not name, the Port of New York Authority is

xtremely cooperative in connection with audit. It
doesn't accept all of our audit conclusions, to be
sure, tut where it differs with us, it does so on

a high level, with respect for my office, and for
the people who work for me and serve me.

The Port of New York Authority has been
responsive to our recommendations. I would want to
know what they propose to do in regard to this kind
of reporting before I go to the Legislature. 1
would rather expect that you would find them

cooperative in that regard, as they have bei~ in

other respects.
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MR. ZIMMERMAN: I scem to notice something
apparently iaconsistent in your statement, and you
comment on the extent of the surplus that the agency
has avecilable after debt service, which you say has
been expended on short-term finance, capital
construction, but if the Authority had not followed
that practice, and instead had issued long-term
bonds, would that not have both reduced the avail-
able surplus, and indeed, in the long run, extended
the cost of these projects, if presumably short-term
financing 1s cheaper than long-term financing, and
the total cost of retiring the debt and the interest
over the period of the bonds?

COMPTROLLER LEVITT: If I understand
you, that depends on the period that you are in.

At the present time, you are exactly right on
short-term financing, but if you proceed on the
basis of short-term financing, you will never know
when you come into a period in which the long-term
cost of borrowing will strangle you.

If you are considering the construction
of the type of facilities that are the concern of

the Port Luthority, I would expect that a great deal
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more could be achieved through the use of long-term
financing, especially when the nceds of the
metropolitan area are so vast in the area of
capital construction.

MR. ZIMMERMAN: That is borrowing for
future yecars to make immediately available cash,
is it not?

COMPTROLLER LEVITT: You are dealing here,
Mr. Zimmerman, with facilities that will serve
not this generation, but generations yet unborn,
and where this jis so, I have supported the theory
that the long-term financing, if done at appropriate
times when interest rates are low, tends to Javel
out the burden of cost over the uses of the
facilities, rather than concentrating the whole
of these costs upon the people who live and pay
the taxes today.

MR, ZIMiERMAN: Uell, of course, the Port
Authority doesn't raise its funds from taxation?

COMPTROLLER LEVITT: No, but they borrow
money.

ASSEMBLYM@N KREMER: Did you indicate that

you project a $33 million new source of revenue for



the Vorld Trade Center in vour audit?

COMPTROLLER LEVITT:
computation.

ASSLEUMBLYMAN KREMER:

COMPTROLLER
yes.

CHATIRNWAN KELLY:
questions?

CCMPTROLLLER LLVITT:

clarify what I said earlier?

NY s

[sa) EAENPN
;x‘l:'v..

was the

Is that 1€737

Then it is completed,

there any other

vr. Zimmerman, may I

In my discussion of

the merits of the long-term financing, vis-a-vis

short-term financing, it has a special force to

financing that is made at public einpense, and public

borrowing, but the principle,

the only principle

of the long-term benefits ic derived from long-term

financing as agaiast short-term, is equally

applicable in this type of situation.

MR. ZIMAERMAN:

Vle are all familiar with

the position on this, when the IExecutive of this

+ State had, at one time, a pay-as-you-go idea.

ASSEMDLYMAN LANDLS:

This $26 million is

from full occupancy, but if occupancy is only

90 percent, would that surplus disappear, or would

a
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it still be effective?

COPTROLLER LEVITT: I am not sure that
 that was based on the basis of 100 percent occupancy.
I rather think it was the contemplation of some
percentage of vacancies, but certainly if the
situaticn continues to deteriorate or even continucs
at the current level, it will have a direct bearing.

ASSEMELYMAN KOPPELL: In connection with
your use of short-term and long-term financing,
wasn't the point that you made in your original
statement that by using. short-term financing that it
would, in fact, be constructing capital facilities
with operating surplus, and that operating surplus
could kave been used to lower the tolls, or to
supplement other facilities, or for a host of
purposes, and that one can also financially construct
totaily from long-term borrowings?

COMPTROLT.ER LEVITT: Construction of capital
facilities from current eafnings, and this is the
familiar principle of pay-as-you-go, and even in
connection with State government, and constructing
long-term facilities from current revenues, wholly

from current revenues is a mistake, and I said so at



the time.

\ihat we tried to achicve, hopefully, in
government 1is to arrive at a balance between what
you finance from your current wevenues, and what
you finance with long-term borrowing. I wather
think that the same principle applies to this
situation.

SENATOR DEL TUFO: UWould you favor
operations of the 1962 law, which states the Port
Huthority should not take part in any deficit
spending on any project which would cause a deficit?

COMPTROLLER LEVITT: I am not familiar with
that law, aznd I would have to reserve expressing
any oninion,

ASSIMBLYMAN KREMER: Section 6606 of the
Consolidated Law, with reference to thec powers,
states that when they involve them in any project,
they have to be szlf-supporting in mass transporta-
tion. Of course, we don't know of such a thing in
New York Statec, but do you feel that the Legislature,
in its wisdom; in both States should considerx
changing that?

COMPTROLLEX LEVITT: T would give careful
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consideration to that. Mass transportation, as I
said earlicr, by iuvs very definition, is a deficit
operation.

SENATOR RINALLDO: On the Port of New York
Authority, I notice that on page 7, ior example,
you say that the detailed operating results by
facilities are not shown in the reports rendered to
the State Legislatures, and to the public, and I note
further that on page 3, you state that, and I am
cquoting from your report, the second paragraph on
page & where it says, 'The tendency by management to
limit public disclosures of results of operations
by product liqe, and by operating device has recently
subjected publicly-owned companies in‘private
industries to criticism. These corporations have
plecaded that such-disclosure would make available
to other companies selling similar items certain
cost data which would affect their competitive
position.

"However, there is increasing public
and congressional pressure for such disclosure."

And further on you say that we suggest

that on a govermment-created corporation, not cngaged
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in competitive marketing, should have no reason to
limit disclosure of such data.

Then later on'you state in the report --

COMPTROLLER LEVITT: What page? |

SINATOX RINALDO: This is on page 32
where you say that you recommend that the Authority
re-evaluate its reporting of amounts invested in
facilities to identify costs applicable to unneedad
or obsolete facilities, and to indicate the costs
contributed by Federal, State and local governments,
which I feel is of paramount importance.

Now, if you take your report in its
entirety, and I know that we are here today to
discug¢s mass transit, but I don't think we can
properly discuss mass transit without,.of necessity,
a detailed inquiry into the Port of New York
Auﬁhority's finaﬁces, and to my way of thinking,
when I completed reading your report, I came to the
conclusion, which seems to be substantiated by the
press, that you were somewhet critical of the
accounting practices of the Port of New York
Authority.

For example, the ivening News in Newark,
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New Jersey of October 27, 1¢5¢, in their lead
editorial said that for 40 years the Port of New Yorlk
Authority has lept the books as it sees fit.

Now, I think that this indicates, your
report, and my reading and examination of it, and
2lso my conversation with you at the time, that anouve
frequent audits should be undertaken by the State of
New Yorik and New Jersey, and should be mandated by
legislation so that we can have a complete idea of
exactly what funds the Port of New York Authority
has available, and good accounting practices, and
practices that you feel should be corrected.

Are you in favor of mandating periédic
audits?

COMPTROLLER LEVITT: I wouldn't oppose
mandated periodic audits, but as far as I am.
concerned, that is not necessary. I propose to do
this, and my offico will do it, without the mandate.

SENATOR QUINALDO: Your office will do it,
but unfortunétely, the State of New Jersey, to my
knowledge, has never undertaken an audit of the Port
of New York futhority.

CHAIWAN WILSON: Just a minute --



COMPTXOLLER LEVITT: Excuse me, sir, but
may I venture a suggestion? Duplication of audits
is not always a service, either to an agency being
audited, or to the pecople who depend upon the
results of the audit. I would be willing to work
out some cooperative arrangement with the State of
New Jersey, and the State Auditor, whereby we would
do this audit ﬁith their cooperation, or for them,
or any other way that you see.

SENATOX RINALDO: I would hope, and this is
probably the first meaningful thing that has come
out of the session so far, that this could take
place, because certainly I don't think that the
Governor of the State of Néw Jersey, nor the
Legislature, has the financial tools at their
disposal to properly cevaluate the Port of New York
Authority, to properly be in a position to discuss
the mass transit nroblems, and what they expect the
Port of New York Authorit& to do about it.

COMPTROLLER LEVITT: Uie frequently have
situations in which we audit an activity in which
the Federal government has an interest, where

Federal funds are involved, and in many of these
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instances the TFederal government has asked us to
perform the audit for the Federal government, and
we do audit, and give them a report of our proposed.
audit report, and they make suggestions to us, and
eventually our report becomes a report of the State
of New York, and the report of the establishment.

e can do exactly the same thing for the
State of Now Jérsey.

SEINATOX RINALDO: I currently have a bill

. which is Senate Bill No. 144, which requires an

audit of the Port of New Yorl /futhority at least
every five years, and I would be willing to withdraw
that bill, if a cooperative effort could be made,
and i: could be established that periodic audits
would be taken by both States. Unfortunately, when
the bill came up for discussion in the Senate, I
was quite surprised that the Port of New York
Authority not only lobbied against it, and sent out
a press release against it, but actively opposed it
on the floor of the Senate, gpd certainly I think
that if a coopcrative effort could be worked out
between these two States, and the Port of New Yorl

Authority, it would obviate the neced for such



legislation.

COiiPTOLLEl LEVITT: You are authorized to
say to your Governor that I make that offer here
and now,.

SEINATOR INALDO: Thank you very much.

SILVIRMAN UILSON: First, we did receive a
report since this Commission has been in existence
for three yeers, and I have my accounting firm that

epresents the Commission go into it.

I had a bill in to ask the auditor of
the State of Now Jersey to conduct a similar zudit,
but in calking it over with the Appropriations
Committee, we aecided that it would be better, as
you stated, and it is a duplication of almost the
sam2 words, and we then focused on your report,
and I think it was a good point, and the fact of the
cooperation betwezen the two States. @Many times in
a bi-State agency,and it is not only the Port of
- New York /futhority, and we could consider the
Celaware Qiver Authority, and we havz a bi-Srace
agency, and both States are not as active with that
particular Authority, and it can go along its own

course,
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I wouid like to ask you this question:

You issued this report, :nd this was back in 1969,
was it not, or baclk in September or November of

that year? It was September of 1969, and in which
you were critical of the.accounting procedures.

Has the Port juthority ever approached you or ever
given any indication to you that they accept your
criticism, and that they would be interested in
making changes, whether it may be in reporting
techniques, or in turn, their accounting procedures?
Have they ever indicated this to you?

COMPTROLLER LEVITT: Well, I know that the
Port of New York futhority has differed with some
of ou audit recoﬁméndations, and expressed that
difference. VWhether they have, or have not acted
upon them, I ém not prepared to say. They are here,
and I assume that’they will tell you whether they
have or not.

CHAIRMAN WILSON: They have not approached
you to accept, shail we say, any of your constructiia
criticisms?

COMPTROLLER LEVITT: I don't think I can

answer that question. My staff is in normal wzekly
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contact with the Port of New Yourk Authority personnel,
and‘maybe they could answer something that I am not
prepared to answer at the moment.

CHAIRMAN WILSON: I would like to clarify
one‘more‘point; In your second report ycu said that
by the year 1973 you suspect the Port of New York
Authority to have at least an additional $1 billion
bonding capaéigy?

COMPTROLLER LEVITT: I think the report
said that, yes.

CIL.IRMAN KELLY: If there are no further
questions, next we will hear from Mr. Tobin. Thank
you very much, Comptroller Levitt.

COMPTROLLEX LEVITT: Thank you for inviting
me here.

MR. AUSTIN TOBIN,EXECUTIVE DIRECTOR, PORT
AUTHORITY: Mr. Chairman, before I start, may I
have the opportunity of introducing two of our
Commissioners who are heré, and one of them is a
former Senator, and that is Walter Jones of llew
Jersey, a distinguished member of the Legislature
there, and former Majority Leader, and before that

he was the Speaker of the House. Mr. Jones.

-
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May I also have the privilege of incro-
ducing our Commissioner from New York, Sidney Hein.

Mr. Chairman, I will submit a report for
the record which will be my full statement, but if
you will permit me, I would like to leave out some
large portions now as I go along that are in the
record, but my official record will be available
for the Committece and for its record, if that is
all right, Mr. Chairman.

CHAIRMAN KELLY: Yes, please go ahead.

MR. TOBIN: I &m Austin Tobin, &Ixecutive
Director of the Port Authority, and it is a privilege
to appear here today on behalf of the Port /futhority.

Over the years, the Legislatures have
conducted many inquiries into the functions and
operations of the Authority, and they have always --
as we are duty-bound to do =-- cooperated fully and
answered all inquiries made of us.

Assemblyman Wilson will recall that he
conducted such an inquiry just two years agoc. A
few years before that, a special New Jersey Secnate
Investigating Committee, constituted along biparti-

san lines, completed an cxhaustive inquiry over a
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period of two yecars into all phases of the
Luthority's financing, program and policies.
Ve used the firm of Peat, Marwick & Mitchell,
throughout the course of that study, who made this
separate and independent report to the Committee.

I would like to submit the report of
that Committee for the information of the members
of the two Committees, and I would like to submit
that report for the record.

I realize that your primary interest
lies in the Authority's role in mass transportation
in the New Jersey and the New York district, and
in the matters of payments made by the Port
Authority to Port district municipalities. It is
essential to any understanding of these two subjects
that I summarize the means by which the Port
Authority finances its programs, which is to say,
the basis of the Port Authority's credit, and that
I summarize also the exeéutive and legislative
controls that govern the program and work cf that
Authority.

The Port Compact which created th:z

Authority was entered into by the two Statas juct
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50 years ago next menth, anc its creation was largely
the work of two great Governors -- olfred E. Smith
of New York, and iJalter .. Idge of New Jersey.

The Compact identifies the Port /uthority
as a body corporate and politic, consisting of twelve
Commissioners, =-- six from each State. They are
appointed by the respective Governors with the
advice and consent of the respective State Senates,
and they serve six-year overlapping terms, receiving
no compensation or fees whatsoever for their
services. Throughout the years as a public service,
former Governors, United States Senators and
distinguished New Yorl: and New Jersey citizens from
public agencies, and from the professions, and from
the fields of business and finance, have served as
Commissioners of the Port Authority.

The basic Port Compact of 1921 was written
in general terms, authorizing and directing the work
of the Authority in its agsigned mission of continu-
ing development of New York and New Jersey purt an”
terminal facilities, and the promotion of its

commerce with the world. It has, thereforc, %Leon

necessary, and this was the intention of the twvo
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States, that each major program for the Authority
be reviewed and authorized in statutory detail by
the two States' Legislatures. Accordingly, there
has been proposed legislation relating to the Port
Luthority before the Legislatures of the two States
in every year since its creation, and the programs
have bzen thus subjected to constant legislative
surveillance.

Every action of the Authority is subject
to a veto by either of the two Governors. ILach has
ten days within which to exercise that veto. Very
few Authorities are so completely subject to review
by the elected representatives of the people. This
is a complete answer to the alleged autonomy of the
Port Authority, and yet it is cavalierly dismissed
by critics simply.because the Governors have rarely
had occasion to exercise the veto.

The rarity of vetoes is not any evidence
at all that this is an ineffective control., The
éxistence of the power of veto makes it mandatory
that there be continuous communication between the
Port Authority and each Governor. The rarity of veto

1s a result of the consistent policy of Port
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Authority pre-clearance with each Governor of each
major action which involves, or might involve, a
question of policy for either State: If either
Governor‘has a problem with the program or proposal
under consideration, the actiom is not taken and
there is nothing to veto.

The few instances in thch the veto
occurred represent cases where the Port Authority
misjudged the Governor's views and failed to properly
consult the Governor in advance of the action taken.

The Port Compact requires an annual report
by the Port Authority to be sent to the Legislatures,
including operational data and financial statements.
In addicion, the Chief Fiscal Officer of each State
is empowered, as the Comptroller has noted, to audit
the books and accounts of the Port Authority, includ-
ing all items referring to the Authority's financial
standing, receipts and disbursements, as the Chief
Fiscal Officer may deem proper. I would doubt that
any public agency is more frequently audited than
the Port Authority. I should note that Comptroller
Levitt, over the last three years, has been conducting

a complete audit of the Authority's books and
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accounts, which was reported to you here this morning. -

I have been informed that he will be so
engaged, and he informed me that he ﬁill be so
engaged for several years more.

The Port Authority records are regularly
audited by other government agencies. In 1961, as
I said,the New Jersey Senate Investigating Committee
had the firm of.Peat, Marwick & Mitchell conduct an
audit in the course of fhe Committee's two-year
investigation, and the Federal government and the
City of New York also audit our accounts regularly
in connection with the projects in which they have an
interest.

At Governor Cahill's direction, the New
Jersey State Treasurer is presently examining the
financial accounts of PATH, the Port Authority's
subsidiary for operation of its trans-Hudson commuter
railway. It was recently asserted by Assemblyman
Fiore of New Jersey that the Interstate Commerce
Commission has discovered irregularities in the
financial reports of PATH. The ICC immediately
issued a public statement refuting this baseless

assertion, and I am also submitting. a letter from
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the Commission to the same effcct, and I will submit
the ICC letter, Mr. Chairman.

thile the Compact is the Port Authority's
basic charter under which all actiViEies and programs
must procced, the instances in which the Compact
withholds power from the Port Authority are as
important as those whereby it grants power to the
Port Authority.

The Port Compact of 1921 was based on the
finding by the two Legislatures that the public
terminal, transportation and other facilities of
commerce, which they . expected the Port Authority
to finance and construct, will require the expenditure
of sums of money that have been indicated here this
morning, and that they sought back 50 years ago,
large sums of money and the cooperation of the two
States, and this is the important matter basic to our
discussion here this morning, the cooperation c¢f the
two States in the encouragement of the investment of
private capital.

The Legislatures then authorized the Port
Authority to proceed with the work of Port develop-

ment as rapidly as may be economically practicable
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and they vested che Port Authority with all necessary
and appropriate powers to effectuate that, except the
power to levy taxes or assessments, and they further
provided that "it shall have no power to pledge the
credit of either State or to impose any obiigation
upon either State, or upon any municipality.’

Thus, the two fundamental precepts of the
two States which have determined the development of
the Port Authority have been, one, a pledge of
cooperation between the States of New York and New
Jersey, and, two, the development of vitally important
public port projects of the two States without
recourse to taxation. In other words, the two States
limited the Port Authorlty to a program of public
works that must be self-supporting.

Since 1921, some $2.5 billion have been
borrowed by the Port Authority from private sources
to carry out the Port projects and public programs
authorized by the two chiélatures under the terms of
the Compact and subsequent legislatioﬁ enacted through
the years.

Since the two States withhold from the

Authority the power to raise money by taxation, and

-
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the power to pledge the State's credit, the Authority
must fiﬁance these essential public prcjects with
the sale of revenue bonds, which pledge anticipated
revenues. All revenue bonds, whether issued by the
Port Authority or any other public agency, must, by
their very nature, contain covenants regulating the
use of the revenues from the public facilities for
which they are issued, and these covenants are -- and
must be -~ contracts protected by the Federal and
State Constitutions against impairment. A revenue
bond which did not contain such covenant could not
be sold.

People and institutions who lend money to
revenue bonds cannot call on the taxing power of the
government for repayment. If the hopes and plans of
the public agency to whicﬁ they have loaned money are
not realized, they will lose not only their interest
but their capital.

The Authority, then, can finance its vital
projects through the medium of revenué bonds only if
it can convince the lending public that its money
will ultimately be returned. The people and the

institutions who are asked to lend their money must
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be convinced that the Port Authority will remain a
self-supporting agency, that its revenues will be
sufficiently in excess of operating expenses to pay
the interest and principal and that sufficient revenues
will exist to protect them from downswings in the
economy, and from technological changes in method of
transportation over the long periods of time invclved
in the loan.

Those technological swings are of critical
importance.

Furthermore, our Port Authority consolidated
bonds are 'bpen-end'"bonds. In such open-end bonds,
there is no fixed dollar limit upon the quantity of
new bonds which the Port Authority's program, as
authorized and directed by the Legislatures, may
require from time to time, those bonds which then
share all the liens and pledges of previously out-
standing consolidated bonds.

For these reasons; persons or institutions
lending money to the Port Authority must have -- and
they have received -- assurances in the bond
covenants that the pledged revenues and reserves

will not be diluted. Bond resolutions, therefore,
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contain restrictions that the Legislatures have
authorized and which are cssential to the financing
of the public projects which the two States have
directed us to finance and construct. Although
these restrictions and duly authorized contractual
commitments do limit the Port futhority, as all
contracts limit the freedom of action of the
contracting parties, they arc in reality necessary
conditions to the fulfillment of the governmental
purposes for which the States crecated the Port
Authority, as their joint instrumentality.

I might repeat, such restrictions and
commitments are necessary to the sale of all revenue
bonds, of which some $6 billion were issued last
year in all parts of the United States.

The statutes of the two States governing
Port Authority financingdirect us to pool all
revenues from the Authority's facilities in order to
secure our bonds and other obligations.

The General Reserve Fund statutes which
were cenacted by the Legislatures in 1931, provide
that after the deduction of current expenses for the

a

operationamd maintenance of the Port Authority
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facilities, and the deduction of any amounts which
the Authority is obligated to pay or to set aside
for the benefit of the holders of its currently
outstanding bonds, revenues from Port Authority
facilities shall be pooled and deposited by the Port
Authority in the General Reserve Fund.

It was entirely on the basis of the funda-
mental concepts of revenue bond financing, as
distinguished from tax-supported financing, that the
Compact of 1921 outlined the purpose and program
of the two States in creating the Port Authority.
They noted that that program of Port development
would ''require the expenditures of large sums of
money, and the encouragement of the investment of
capital)' They concluded, to quote the Compact,
that a comprehensive plan of Port development would
"result in great economies, benefitting the nation,
as well as the States of New York and New Jersey."

As a measure of the wisdom of the two States
in establishing the Port Authority, as they did,

I suggest that you consider the extent to which the
Authority has contributed to the economy of the two

States, in accordance with this basic directive of the

-~
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Compact, and in accordance with the extensive
statutory implementation of the two Legislatures
throughout the years, and the sale of revenue bonds:
| (A) The commerce of the bi-State Port
supports one out of every four people who live and
work in this great Port district;

(B) 1In 1969 cargoes valued at $25.5 billion
moved across piérs and docks and through the airports
of the New York-New Jersey Port district, with some
70 percent of those cargoes being handled at Port
Authority facilities;

(C) One out of five of all the people in
airplanes at this moment throughout the United States
either took off from or will land at airports operated
by your Port agency;

(D) 0Of the 378 million trips made by rail,
bus, and other vehicles between the States of New York
and New Jersey in 1959, 96 percent utilized a facility
provided by the Port Authofity;
| (E) Finally, in 1970, a total of 70,000
persons were employed at Kennedy, LaGuardia and Newark
Airports and at the Port Authority's piers and docks

in New York and New Jersey, with a total annual
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payroll of approximately $750 million.

These facilities were constr&cted largely
in the days of the creation of the airports, and
at the request of the two States, they share in all
of the rentals. |

Mr. Chairman, I would now skip over the
next few pages, which outline in detail the bridges
and tunnels, the airports, and also detail the
revenues involved in the agreements in the cities
in New York and New Jersey, and the piers and the
docks, and they were built similarly in Newark,
Hoboken and at the request of the two cities, and
then I will pick up agaiﬁ on page 7 where I discuss
the matters of mass transit diréctly, and the Port
Authority's facilities and mass transit.

The two Legislatures authorized us in
1946 to undertake the financing and construction of
the Port Authority Bué Terminal at 40th Street and
0th Avenue. At the cime commuter busses had no
central terminal and were unloaded and loaded all over
the streets of the midtown area. The City of New

York asked us to undertake the project, and the

Legislatures authorized us to do so on a
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self-supporting, revenue bond basis.

In 1956, again at the request of the City,
the Legislatures authorized the Port‘Authority Bus
Station at the George Vashington Bridge, the uptown
Bus Station. These two projects are the major
commuter bus facilities in the region, and they
involve an investment of $73 million, and accommodate
a million and a half bus departures annually. 1In
addition to that $73 million, there is $80 million
shortly to be added to that with the next extension
of the Midtown Bus Terminal.

The Port futhority is now ready to start
with that terminal, as I have said.

In 1962, the two States authorized us to
acquire and to salvage the bankrupt and physically
obsolete Hudson Tubes which operate between Newark,
Jersey City, Hoboken and New York. At that time,
the abandonment of 1l service on this trans-Hudson
rail facility was a distinct possibility. Today,
this system is known as PATH -~ the Port Authority
Trans-Hudson Corporation. It handles 140,000

passengers daily, 72.5 percent of the total number

of commuters entering Manhattan from New Jersey by
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rail. The Port Authority has already spent $139
millioh on the acquisition of the railroad and in
rehabilitating the entire system. 266 air-conditioned | .
cars have been placed in éervice, and 46 more are on
order. With these new cars, PATH became the first
transit system in the world to operate with a
complete fleet of air-conditioned cars. A new PATH
terminal in Manhattan now is nearing completion to
replace the o0ld Hudson Tcrminal, and this, together
with the construction of the new Journal Square -
Transportation Center in Jersey City, will enable the
PATH system to handle longer trains, thus adding to
the comfort and convenience of the passengers. Tﬁe
total investment of $200 million is anticipated.
The Journal Square facility, which will accommodate
35,000 rail passengers a day, also will include a . -
major consolidated bus station to accommodate up to
60,000 daily commuters. This Transportation Center
is seen by Jersey City as a vital factor in the .
redevelopment of the entire Journal Square area in
Jersey City.

Thus, mass transportation is very mich a

part of the Port futhority's activities. Through the
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PATH system and our bus handling facilities, the
Port Authority serves 400,000 daily mass transporta-
tion passengers by rail or bus. These facilities
alone will represent, when the scheduled improvements
are completed, within a year or so, total borrowings
and capital investment of nearly $350 million.

The Port Authority is also participating
in the New York State Commuter Railroad Car Program,
which was authorized by the two State Legislatures
in 1959. The Authority has fi-~anced the acquisition
of almost 400 rail passenger cars and & locomotives
which are now in uvse in commuter service on the Long
I3land and Penn Central Railroad. Ve are in the
process of acquiring an additional 80 cars to be
placed in commuter service on the Hudson and Harlem
Line of the Penn Central before the end of the year.
tJlith the acquisition of these new Penn Central cars,
the Authority will have issued more than $106
million in bonds to acquiré commuter cars for the
'Metropolitan Transit Authority,

The State of New Jersey has not exercised
its option under the 1959 legislation to have the

Port Authority carry out a commuter railroac cer
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program, for New Jersey commuter railroads. I think,
Assemblyman Vilson, chat that program is coﬁsidered
good and effective by the State of New York, in the
terms of providing these cars, outside of the other
State programs, and it has much to commend it to the
State of New Jersey, and T would be pleased if you
would consider introducing legislation that would
permit that to go forward, and we would like to do
the same program in New Jecrsey.

0f course, none of there facilities could
have been provided without the active support,
encouragement and irvolvement of the Legislatures and
the Ccvernors of the two States. Similarly, under
your exiscting authorizations and directions to us, we
will be continuing to make additional and significant
investments in terminal, transportation and other
facilities of commerce in New York and New Jersey.

I have mentioned our programs for extending
the bus terminal, further imbrovements to PATH,
redeveloping Newark Airport and making additional
pier and dock improvements. I should like to note as

well that, as announced by Mayor Lindsay on

February 23rd, the Port Authority will also be wovking
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with the City in the construction and operation by
the Port Authority of a Consolidated Passenger

Ship Terminal, involving total capital costs of
nearly $25 million., It will, for the first time in
memory, provide decent, comfortable and convenient
facilities for the 300,000 persons who pass through
the Port of New York on passenger ships each year.

Now, for almost a decade, the Port
Authority has Been deeply involved in providing
interstate mass transportation of passengers by reail,
and for the past 20 years it has provided terminal
facilities for interstate mass transportation by
bus.

It is therefore pointless to debate
whether in 1921, when the States of New York and
New Jersey createa the Port Authority, they intended
tne agency to provide mass rail transportation
facilities. Or whether in the Comprehensive Plan
of 1922, which the two Legislatures authorized us
to carry out, they cast the Port Authority in that
role of providing mass rail passenger service.

The fact is, that they did not. Down through the

years, the Legislatures have not cast it in that
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role, except for the instances that I have indicated
as to the bus terminals and PATH.

The point is that it is the Legislatures,
and not the Port Authority, which decide the Port
Authority's program, whether or not it is pursuant
to, or an extension of, the State's original conception
of thé functions and duties of the Port Authority.

There are those in the private sector who
find they can obtain extensive publicity through
attacks on the Port Authority which feature emotion-
charged words and name-calling. Some of these
attacks have been s~urrilous, irresponsible, mislead-
ing 2nd utterly baseless. They would blame the whole
mass transit problem in the City and throughout the
region on alleged Port Authority indifference.

This claim is patently contradicted by the Port
Authority's obvious responsiveness to the legislative
direction to rehabilitate the Hudson aad Manhattan
systems at a capital cost of over $200 million and an
accumulated and ever-increasing deficit of $65 millin..

Those who seek to blame the Port Authority
for the problem of mass transportation are mev=ly

seeking a scapegoat for a critical problem plaguing
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all of urban America today, a problem resulting from
the citizen-chosen patterns of modern-day 1life and
from efforts to avoid the fact that mass transporté-
tion cannot be provided by either private or public
organizatioﬁs on a self-supporting basis.

Let it be categorically stated at this
point that when a constructive program for improving
interstate mass transportation emerges from the
detailed studies now under way, and it is approved
by the two States, the Port Authority expects to do
everything within its legal and fiscal capabilities
to coopnerate with ;he two States in the effectuation
of that program.

Last year Governor Rockefeller and
Governor Cahill organized what is known as the
Inter-Agency Task Force. It consists of the
Mecropolitan Transportation Authority, the New
Jersey Department of Transportation and the Port
of New York Authority. The Task Force was organized
to coordinate interstate transportation and to make
recommendations to the two States. The Port
Aﬁthority has already agreed to undertake a m= jor

portion of the study work.
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Béfore any plan is adopted, it will, of
course, be subjected to public review and commeﬂt,
after which it will be up to the Legislatures to
decide what directions to give and to whom.

In allocating the total program between
the various agencies, two pertinent administrative
and constitutional requirements will be operating
as the Legislatures make their decisions: (1) Both
States must agree on the allocation of fiscal and
operational responsibility; and (2) Contract
obligations already entered into by the Legislatures
or under their authcrization must be honored.

I have referred to the fact that in 1962
the Legislatures tackled the problem presented by
the bankrupt wreckage of the H & M. Until then the
Legislatures had never directed the Port Authority
to enter into an areaof public finance which could
not be supported by the revenues which could be
generated within the area, as in the case of the
Municipal and Urban Rail Transit, and which could,
therefore, be th2 State's agency down the road to
bankruptcy and uselessness.

In 1959 and in 1960, the Port Authcrity

-~
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worked with the representatives of the States to
devise a plan for salvaging the Hudson and Manhattan;.
- but, of course, the Port Authority could do so only
by borrowing the money through the sale of its
revenue bonds. As the two States did face the problem
they realized that if the Port Authority could be
required to take on commuter railroad facilities,
entailing tens of millions of dollars in annual
deficits, then all of the resources of the Authority
could be consumed by such deficits in short order,
and the Authority made bankrupt in a few years, just
as surely as had beau the experience of most commuter
rail;roads in the New York-New Jersey area.

And so when the States decided that the Port
Authority was to take on responsibility for the H&M
rail commuter deficit, the Governors and the Legis-
latures reccgnized that it was essential that
prcspective hondholders be convinced that the
legislative directive to assume Hudson and Manhattan
rail deficits was not just the first.in an unending
series of directions to assume unlimited deficits for
other passenger railroads.

‘In my written statement, Mr. Chairman, I

a
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have quoted the complete outline of this by the
New Jersey Special Senate Investigating Committee,
and they sum it up in this record, and I will skip
all of this. This will be in my written statemant
which I assume you will include in the record.

The Committee, therefore, sponsored the 1962
statute in New Jersey,and when Governor Rockefeller
signed the 1962 companion statute in New York, he
enxpressed the identical policy, and he said, and I
quote:

"To preserve the Port Authority's credit

strength the bill includes a covenant by the

two States that additional deficit.financingb
of future railroad projects will only be
undertaken within the financial limits set
forth in the States' covenant."

It was not just a matter of keeping the
Authority financially capable of berrowing the
hundreds of millions of dollars which would still be
required for the region's future pieré, airports,
bus terminals, and other facilities in commerce.

It was even questiorable whether prospective re.enue

bond purchasers would lend the very money necded to
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finance the acquisition and rehabilitation of.the
Hudson and Manhattan itself if they were not given
assurances against unlimited drains for unlimited
passenger railroad deficits on any and all future
railroad facilities.

The critical point is that the Governors
proposed and the Legislatures enacted a limitation,
and they did so.in the only way which could accomplish
their purpose, that is, they included in the authoriz-
ing statute the binding covenant of the two States
themselves with the holders of Port Authority bonds.
They covenanted that the Port Authority would not be
permitted or directed to take on an additional
passenger railroad facility beyond the basic Hudson
and Manhattan system if the anticipated deficits of
the new facility plus any Hudson and Manhattan
derizit excez2ded certain defined limits.

Az a consequence, and only as a consequence
of that statutory 1imitati6n, the Authority has been
.able to borrow §$1,700,000,000 since then to finance
the reconstructicn cf PATH, and to fulfill its
various other statuciory regponsibilities.

Thenever it is proposed that the P.rt
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Authority finance any additional railroad facility,
the statute requires a certain certified estimate
of financial results of the proposed additional
facility over the next ten years. Revenues must
be estimated, and from révenues must be deducted the
expense of operation and maintenance, and also the
debt service which the Port Authority would incur
on bonds for ﬁhe additional facility., If it is
estimated that the additional facility will be self-
supporting, there is no limitation in the covenant
against the Port Authority assuming responsibility
for it.

But if the additional facility is a
deficit facility, then PATH deficits must be
similarly estimated and the average annual deficit
of PATH must be added to the annual average deficits
of the proposed new facility. If the sum of these
deficits proves less than the statutory limits of
"permitted deficits," then there is no limitation
in the covenant against the Port Authority assuming
responsibility for the additional rail facility.

If the combined deficits exceed the

statutory limits, then the covenant makes it possible

-
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for the Port Authority to assume the proposed
additional railroad facility, if either or both
States make up the difference by "aéequate, secure .
and effective" provision for such deficits.

If the Port Authority is to take on a new
railroad facility in conformity with the covenant,
the statute provides that the éstimates and calcula-
tions must also receive the written concurrence of
both Governors. The fact is that whereas the
""permitted deficits' under this covenant at the
present time are about $11 million, PATH deficits
for the last year were considerably in excess of
that figure, and any realistic estimate for the next
ten years, as required by the statutory covenant,
would show an annuai average PATH deficit even
larger than last year's deficit.

Nevertheless, we expect that the Port
Authority will be able to do more in the field of.
mass transportation. At the moment, even without
any State subsidies or guarantees we can assume
responsibility for any,selﬁesupporting‘rail transit
facility and the increasing availability of Federal

financial assistance may permit the development of
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some facility or facilities which mect this test.
In addition, combinations of subsidy and self-cupport-
ing elements could stretch our capacéty further.
For example, a study of the proposed new 48th Street
rail tunnel under the Hudson River might show that
enough Federal grants-in-aid could be procured at a
time of its construction to briﬁg the debt service
down to proportions which together with enough user
charges could be anticipated to cover the remaining
debt service plus operating expense, and we could do
a job on that basis.

On that basis, the Port Authority could have
a substantial role in such a project. Or, again, it
is quite possible that the Port Authority could
finance portions or elements of such a new trans-
Hudson rail system, particularly in the areas of the
interchange terminals that would be required, or
indeed, the new New York Terminal iteelf, that is
the new New York Terminal of the 48th Street system.

Again, in collaboration with the Metropoli-
tan Transportation Authority and the airlines, we
have been very hard at work over the past two years

on planning and engineering work to provide rail

-
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access to Kennedy Airport on a route beginning at
Penn Station, using the existing Long Island Railroad
tracks from Rego Park to a point nea£ the Airport
boundary where new trackage would connect that line
to the passenger terminal area at Kennedy. The Port
Authority Engineering Department is at work, and has
been at work for several months, on definite engineer-
ing plans for the portion of that line within the
boundaries of the Airport. Consultants to the
Metropolitan Transportation Authority are preparing
the plans for the portion of the line outside the
Airport boundaries.

In addition, it should be noted that the
"permittad deficits".of the statutory covenant are
basically a percentége of the statutory General
Reserve Fund, and that Fund, in turn, is a percentage
of the principal amount of the bonds secured thereby.
Therefore, as the Port Authority continues to be able
to issue consolidated bords to finance the expansion
of the Bus Terminal, the enlargement and improvement
of Port Newark, the Elizabeth Marine Terminal, Newark
Airport, and Kennedy Airport, et cetera, its out-

standing debt will continue to grow and the limit of
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"permitted deficits" under the statute will grow alsq.}

It has been suggcstedﬁ anq I suppose it
will be suggested again at these heArings,(that the
Authority need only double the existing bridge and
‘tunnel tolls to ralse a fund to cover the City of
New Yoik's subway deficit.

The fact is, I should.note, and my attention
has been called to the fact that I skipped over a
paragraph stating that certain things could be done
in the way cf getting the consent of the bondholders,
but that is in the statute that I have submitted to
you, and I will go on to the question of doubling
the existing bridge and tunnel tolls in order to
cover the subway deficit.

The fact is that when this scheme was
suggested a year or more ago, municipalities through-
out horthern New Jersey adopted resolutions opposing
it. You may recall also that Governor Cahill and
Governor Rockefeller stated that they opposed such a
plan. Doubling of the existing bridge and tunnel tolls
would also be subject to review and appfoval of the

Federal Department of Transportation, and, as a

practical matter, it couldn't be done unless the tolls
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of other Hudson River bridges such as the Tappan Zee
Bridge of the New York State Thruway Authority were
also doubled. Finally, any increased bridge and
tunnel revenues would automatically flow under the
statute and the indentures to the debt service and
reserve accounts for the bondholders whose monies
had paid for the construction of existing Port
Authority fécilities, including PATH.

You may also be told that the Port
Authority presently has the capacity to borrow
$1 billion which could be used to subsidize further
municipal and commuter rail deficit programs.
Comptroller Levitt's report on a portion of his
audit of the Port Authority's financial standing
will be referred to as allegedly supporting this
position. But the Comptroller is very careful to
note in his report where he stated that we could
borrow that money only for, and I quote, "authorized
Port Authority facilities." It is a fact that, for
those facilities presently authorized by the
Legislatures and permitted by the Authority's bond
indentures, we will have the capacity to, and we

will have to, borrow nearly a billion dolhrs over
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the next five or six years, and completion of
construction programs now under way at the three
airports, the Bus Terminal extension, and our pier
and dock construction programs, and at Path, all of
which are essential to the economy of New York and
New Jersey, will continue to require huge capital
investment. In the statement it was indicated by the
Comptroller that we will have to do this, and we plan
to do it under your legislative direction.

I might note in passing that the effect of
those programs would be to increase, as I have said,
the General Reserve Fund, and thereby increase the
permitted amount of our railroad deficit undertakings.

For the two States to stop these essential
self-supporting public works would be a tragedy. Foxr
the two States to direct us instead to raise a billion
doilars through the sale of Port Authority bonds for
ceficit railroad facilities would be a direction that,
with all due respect, we could not carry out, because
it would violate the covenants made with the bond-
holders by the two States themselves, and of the new
bonds? as a practical matter, they would be coﬁpletely

unsalable,
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The City, and when I say this I am very
clear, that the City and our region must go forward
with the great programs for modernizing and support-
ing our urban and suburban mass rail transit systems
that have been so required for so many years.

Now, I agree completely with the recent
statement of the Citizens Budget Commission, which
I am quoting in my text.

1 thoroughly agree, also, with Dr. Ronan,
Chairman of the Metropolitan Transportation
Authority, who recently stated that we must have
major commitments of public funds for the support
of urban transit. The point is, as he stated it,
that "the so-called transit deficit is no more a
deficit than that of police, fire, water supply, or

' In other words, neither here
J

sanication deficits.’
i New York, nor in New Jersey, nor in any other
vari of the country, nor, for that matter, of the
werld, can the area's transit services be supported
" on a self-supporting revenue bond basis. Just in
this area of New York and uworthern New Jersey the

gap between revenucs and cperating and debt service

charges of commuter rail and transit operations is

a
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probably in the magnitude of $300 million a year. |

Fortunately, the two States have under
way, with the overwhelming approval of the voters,
what Dr. Ronan has referred to as ''the nation's
largest and most comprchensive mass transportation
improvement and expansion program."

In Jashington the Congress has moved to
enact the first meaningful mass transportation
legislation under which it is proposed to fund
more than $10 billion for mass transportation
purposes.

On February 1llth of this year, responding
to Governor Cahill's request, the Board of
Commissioners of the Port Authority directed the
staff of the Port Authcrity to examine thoroughly
the followirng; p;oposal:, and I quote them:

"A new rail tuunel under the Hudson
River into a terminal in mid-Manhattan in the
general vicinity of 48th Street;

"'mail access to Newark Airport;

"Acduisition and management of the

Penn Central Railroad Station in Newark;

"STOLport planning for the Metropolitan
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New Jersey-New York arca."

' Concerning acquisition-and management of
the Penn Central Railroad Station in Newa:k;}yod
may or may not know, Asscmblyman Wilson, that we
need legislation if that can be worked out, which I
would like to be talking to you about, and finally,
something that is critically important in the broader
scale, in the mass transportation idea, which is the
Port plan for the area in New Jersey, and that would
require additional legiclation, probably in that.

I mentioned earlier that we have been
working with the two States on interstate transporta-
tion planning over the past year. Ve have been
doing sc, as I noted, through the Inter-Agercy Task
Force established by the “wo Governors last March.

Accnxdiqgly, Cowrissicner Kohl of the
New Jerscy Department of Transportation, Dr. Ronan
for the Metropolitan Transportation Authority, and 1
‘met just last week for the purpose of organizing the
‘study and the planning for a Forty-eighth Street
tunnel project through the pooled staff resources
of the three agencies. I expect that the Inter-

Agency Task Force report will be released to the

-~
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press during the week. Ve are all in accord on the
text of the report, but the last minute clearance is
all that is necessary.

On the financial side, we are working with
the Coumission created by the Governors of New York,
New Jersey, and Connecticut, with the fiscal problems
of mass transportation programs for the entire
metropolitan region. 'This group is working under
the Chairmanship of Mr. David Yunich, and the Port
Authority staff is engaged in discussions with Mr.
Yunich's staff.

I can assure you that we will continue to
work with the fullest dedication and diligence in
connection with these studies, and with the implementa-
tion of the projects themselves, to the limit of our
fiscal and legal resources.

Now, as to payments, finally, to municipali-
ties, which is also on the agenda of these hearings.
Certain proposals recently made to subject the
airports, docks and public terminals operated by the
Port Authority to full recl estate taxes or to a
| requirenzent that it pay to the City of New York a

portion of terminal rental receipts in lieu of taxes,
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would be destructive of the Port Authority's ability
to carry out any of the programs we have discussed.

At the outset, I should state that under
the Port Compact, the Authority has no power whatsoever
to écquire municipally owned property and cannot
connect its facilities with local streets, or even
make curb cuts without the consent of the municipality.
It is, therefore, mandatory that the Authority reach
voluntary agreements with the municipalities before
proceeding with the construction of its public
projects. The two States in this way vested in the
municipality concerned complete control of every Port
Authority project. This relates very directly to the
matter of in-lieu-of tax payments.

The States of New York and New Jersey have
agreed again and again that in providing these
public facilities the Authority is performing
"essential government functions.'" The two States
have, therefore, determined that the Port Authority
éhall not be required to pay full taxes or assessments
upon the properties it devotes to these public
purposes.

I have already pointed out that Newark,
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LaGuardia and Kennedy Adrpowts ave owned by Che
cities of Newark and New Yorlk, and that prior to the
time that they asked the Port Authority to take over
the responsibility for the continuing financing and
operation, they had been operated by the two cities
at very large annual deficits which had to be support-
ed by the taxpayer. I have also pointed out that they
are operated under agreements between the Port
Authority and the cities, under which they have
received, in the case of the City of New York, some
$38 millicn over the past six years, and in the case
of the City of Newark, almost $10 million over the
past five years.

1Jith respect to the Port Authority's Marine
and Bus Terminal property, the statutes authorize and
empower the Port Authority to make payments in-lieu-of
taxes to municipalities in the Port of New York
district upon property acquired and used by the Port
Authority for these purposes.

The Authority has also been aware that in
the development of its terminal programs, therc would
be instances in which the balancing of interests

would indicate that a municipality should be saved
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“harmless from any loss of its established tax revenues.
As above noted, the Port Authority obtained authoriza-
tion from the two States as early as 1931 to pay to
municipalities in the Port district up to the amounts
last paid as taxes on property acquired by the Port
Authority for Marine and Bus Terminal purposes. The
legislation was not intended, however, to ensure that
municipalities would derive tax revenues from such
public projects of the two States on the same basis
as if they were purely private in purpose and operation.
Furthermore,these facilities =-- docks and
bus terminals -- are public facilities which, in
other cities, are provided by the municipality itsalf,
and which, far from becoming a source of tax return
to the municipality are actually a tax drain.
The fact is that the Authority would not be
able to carry out the programs for which the State
has directed, if thev had to do so in the face of
full real estate taxes. A ﬁost dramatic illustration
of this is provided by the construction of our modern
docks along miles of the Brooklyn waterfront. Prior
to 1956, most of these properties were owned by the

New York Dock Company. They were occupied by 24
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obsolete and dilapidated wooden piers, many of which .
were empty. The New York Dock Company wasa.prosparous:
concern, but it could not reconstruct the piers
because no shipping companies or stevedores could
possibly have afforded the rentals the company would
have had to charge if the do:k company had had to
inélude full taxes on new or rebuilt piers in their
rental rates. As a matter of fact, the rentals the
Port Authority has to charge on these piers today to
carry their capital costs are probably the highest
rental charges of any piers in the world. The
Authority purchased the pilers from the New York Dock
Company, tore down the old piers and constructed
modern cargo-handling facilities. We pay the City the
full amount of the taxes paid by the New York Dock
Company on the old piers which is approximately
81 million a year, and I might also note that the
City has no tax equivalent way whatsoever in its
rental charges for city piers.

In the case of Newark, Kennedy or LaGuardia
Airports, I have already described the very substant-
ial rental payments that the Port Authofity makes to

the cities of Newark and New York. You will recall

-~



73
that the cities own the airports and that the Port
Authority operates them under agreements that provide
for a progressively increasing 50 pércent, 60 percent
and 75 percent sharing of net revenues, which larger
proportions are going to the State.

New York and New Jersey's pier and dock
and airport programs are unique in this country and
the world from the standpoint that they produce
substantial contributions to the treasuries of the
Port district municipalities. The pattern elsewhere
is that the municipalities are forced to provide
annual supporting subsidies out of tax revenues to
support their dock and airport capital and operating
programs.,

The public agencies of practically all
other American ports and airports have to receive
substantial subsidies from their State, city or
county. Typically, the Port of Baltimore receives
an annual subsidy of about $6 million, paid by the
taxpayers. The Ports of Hampton Roads, Virginia,
are subsidized in the amount of over $5 million a

year; the Port of Philadelphia has to be subsidized

by the taxpayers to the extent of $1,200,000; and
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the Port of New Orleans has to be provided with a
$1 million annual subsidy as well as a special
outright State grant of $31 million last year for
new pier construction.

The Port of Rotterdam, although it is the
world's busiest port, nevertheless for the period
1964-68 accumulated a $20 million operating deficit
which was absorbed by the municipality of Rotterdam.

Hamburg, the largest of the German ports,
absorbs a $14 million deficit annually. The Paris
airports also have to be subsidized by the taxpayers,
as indicated from their latest report, in the amount
of $3.8 million. Likewise, Dulles International and
Washington National Airports incurred deficits
totalling $2.2 million in 1970, which were picked up
by the Federal government.

In contfast to these municipal subsidies
required by Ports and Airports across the country and
around the world, I am enclosing a chart showing the
- payments made by the Port Authority to Port district
municipalities, and that indicates the payments over
the last six years, I think it is.

In the last six years, it is to the sum of

-
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$65 million. That is in verysharp contrast to the
practice elsewhere in the countyy, and around the
world.

In closing, I wish to reiterate that we
will answer any qucstions; and I should like to note
that whatever success that our agency has achieved,
it is due in large measure to the caliber and
dedication of the Commissioners who have served on ite
Board since its creation. It has been a great
personal privilege for wme, throughout a lifetimz, to
have served such distinguishad public officials as
a mewber of the staff.

Tﬁank you, Mr. Chairman.

CHAIRIMAN WILSOLi: Mr. Tobin, how long have
you been Executive Director of the Port of New Yor!
Authority? How many years?

MR. TODIN: About 28 years.

CHATRMAN WILSON: Now, in this period of time,
the Port of MNew York Autnwerity has, I would say,
has come under quite a bit of criticism?

MR. TOBIN: Yes.

CHAITIMAIl WILSON: Why do you think that

the Port of MNew York Authority has come unde:r that

-
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criticism from both the States of tew York and New
Jersey and necuspapers and magazines?

|

MR. TOBIN: I can speculate. I have my
own ideas, and I don't think they would be very
enlightened, and they might not be very polite.

CHAIRMAN WILSON: I would like an answer
to that, if you would, please.}

MR. TOBIN: I couldn't give you an answer
to that.

Senator Jones has said that every public
agency that he has known through a lifetime of
public work has been subject, in a democratic
society, to all sorts of criticism. ,

CHAIRMAN WILSON: In your statement, it
seems that there has been close cooperation between
the States of New Jersey and New York, and the Port
of New York Authority, along with the Governors.

As you know, we were going to have a hearing, this
Commission, in New Jersey, and it was in February of
1970, and that was postponed because we had the
election of a new Governor, and it was Governor

Cahill, ard I decided to postpone the hearingzs

because he wanted to have an opportunity to work
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with the Commission.
Now, I em sure thait you cre familiar with
the speech that the Commissioner -- that the v
Governor delivered in Washington, and T would just
like to read this excerpt.

"It is against this background that I now
direct my attention, and your attention, to the
major untapped transporiation resource of our State,
the misnamed ‘Port of New York Authority.' I have
enjoyed a cordial and friendly relationship with
the Commissionei and staff of this exceptional
bi-State agency; I intend to continue this cordial
relatioanship, and will always continue my coopera-
tion aad support of many of their laudatory
objectives. This relationship, however, will have
to be able to stand the strain of a much aggressive,
cdetermined and stﬁbborn approach to the failure of
the Pert Authority to respond in the area of New
Jersey's transportation crisis."

Now, the Governor served over a year in
office in New Jersey, and if there is this coopera-
tion, why would the Governor of the State of New

Jersey have to issue a statement of that nature?
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X, TOBIN: I can only say that very shortly
after the steotement, as I have juoted in here on
February 1lth, the Commissioner and the Authority,
the Commissioners adopted a program and directed the
staff on that program to cooperate in every way with
Goverhor Cahill in trying to reach all of the
objectives that we could reach within the limit of
our fiscal and legal powers.

HAIDMAN UTLSON: You would say that that
uvas just coincidental, that you have now undertaken
these projects, end the studies, and so forth, that
you were planning to undertake these studies all
along, and that this more or less much aggressive,
and determined; stubborn policy by the State of New
Jersey did not have anything to do with changing this
attitude, or that you had planned more or less to
undertake these stﬁdies on your own?

X, TO3IN: As you will see from the
Inter-Agency Task Force report that was released --
vhen it is relegsed, I hope this week, many such
projccts uere under very great consideration by the
Inter—Agehcy Task Torce since last riarch, since

March a year ago, when the Task Force was named.
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Dr. “onan, and Commissioner Kohl, and I
have met regularly throush the last‘year in the
formulation of this program, and have actually
met again last week, as a matter of fact, and so
these general plans have been moving forward. They
are not general plans but are taking effect over a
long time. |

I would guess that when the two States
are able to work out the 48th Street tunnel project
end things of that type, that we are talking about a
$1 billion to$l.5 billion project, and the States
way, way back planned on this, and discussed the fact
of going through the Palisades, and we must solve the
problems of maybe a tunnel under the Hudson, and it
involves a new type of modern Pennsylvania terminal,
and it is not & simple matter,

That type of project, and other projects,
of the Inter-Agency Tasl: Force, have been under
study through the past years, and since Governor
Cehill was elected, and there was a tremendous
amount of work being put on it, and particularly on
the staff of the Port Authority.

CHATIDMAN TIILSON: Uere you undertaiiiag

-~
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studies before theo clection of Covernor Cahill, as
far as moss transportation?

MR. TOBIN: Yes, we uere. Ve were very
active on it.

CHAIDIAN UILSON: 4nd as far as these
studics were concerned, did you expect to release
them to the public, and then begin to secek help from
the States of New Jersey and Hew York, as far as
developing these mass transporiation plans?

iR, TOBIN: Yes, whencver they become
definitive and real enough to do so. We just don't
issue press relecases for the purposce of issuing
press releasesf Jhen we issue a project statement,
you can be assured that there is something real about
it.

CHAITHAY WILSON: Uhat bothers me as a
legislator from MNew Jersey, and as Chairman of this
Jommission, is the fact that when it comes to mass
transportation I don't think that the Port Authority
is really that anxibus.to get involved, particularly.
one, the covenant passed in 1962, and we will not gr
into details because I am sure we know the informatic .

concerning that, but it scems that there has .,
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always be a get-tough policy or an aggressive stand,
or a little bit of o push to get tha Port [luthority
involved in mass transporiation, and as a legislator,
this concerns ue.

MX. TOBIN: e are handling today some
402,000 people a day in mass transportation, and
we have put some $750 million into it, and I don't
think that that sounds lilke a stand-still policy,
and you created ¢ revenue bond agency who has no
power in the world to do anything, except with the
facilities that can be self-supporting, and it is
an absolute contradiction in terms to talk about
$200 million in deficits from mass transportation,
and then say put them on & gelf-supporting basis,
and it can't be done by us or anybody else in the
world.

The two States have approached it in an
intelligent, realistic way thac it has to be
approachad. It is just as necessary, as Dr. Ronan
said, it is just as necessary a public service as
police, end fire, and sanitation and education.

CULTIIMLN VILSON: As far as your r=venues

are concerned, &2 percent of your revenues “a i in

-
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1967 cam> from your bridces and tunnels, which are
bus-oricented?

MR, TOBIN: I don't remombér the facilitics
but I am in complete accorxd.

CIV.IRMAN U/ILSON: 42 percent, so that
these tolls and so forth have been used to sustain
the Port /uthority, have they not?

M. TOBIN: They have been used to sustain
such deficit facilitics as PATH.

CHATIRMAN UILSON: /4nd also sustain
facilities such as your Vorld Trade Headauarters,
and your various Trade Centers throughout the world?
How many offices do you have as far as TlJorld Trade
is concerned?

M. TOBIN: Six or seven. Ve have offices
in London, Tokyo, in promoting a flow of trade
through the Port, and Zurich, and San Juan, Chicago,
Cleveland, end Detroit -- Pittsburgh.

CHATIMAN VITILSCH: 1lr. Tobin, as Ixecutive
Director of the Port of New York Authority, what dc
you think is the role of the Port of New York
Authority today, as far as the metropolitan crea is

conceirned?
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HR. TOBIN: To continue to provide, ag
they have over the past 50 years, public tezmin~l
transportation facilities that are basic and
fundamental insofar as they can be presented, and
“developed and financed and constructed and.
operated on an overall self-supporting basis, e...
if the Legislatures wish to change the nature of
the agency, zive us the same type of State
resources and back«gp &5 the Metropolitan
Trensportation Authority hazs, and has to have,
and we ere ready to tale on anything that you
will give usg the tools to work with, and be
delighted. Ve will worlk within the public field,
and it is just as much fun for- us to run choo-choos
as alyrports.

CHATRUAN WILSON: As the Executive
Director, where do you feel that the emphasis
should be by your agency at this time, and in the
future?

MR. TOBIN: Well, I think all of these
thinzs arc important, extremely important. I
think it is i@portant that as well as a man nust

have a way to get to work, he must have wori. to

a
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geiito, ond tho docls and the piors and the ai
just suppowt poople from Mow Jersey, and Mzwv Youl
1

by th2 huadeeds aed hundreds of thousands, or

nillioiis, whan you consider the way it applios to

These is nothing -~ the doclis are
critically iunoviauZ to the avea, ond the airgovis
are critically fvmoriont to the2 cconomy of this avea
2 Center is critically importeant
to tho future ol (his aven, and muss twansit is
inportent to thiz fuisure of this area.
ney ol cve ingexdopoudent, and sono
cau b2 oppliod ea a selli-Juvpporting bacis, without
tho t:ﬁpaye#a to take ony part in it, and
conn cun't, and like fire and eéucation and
swnitation, and mases transit, you must have resourcas
froa the geneval taxpayers. They do all over the
world

CHATILIAN WIiSON: Well, I have just one
little statemzit on that and I will let someoﬁe
else ask anothezr question.

Me. Tobin, you and I have had several

coryersatleons and T will be quite frank that 7| have

-
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stated that I am very coniident that the Port of
New York Authority, if they feel S0 moved, can run
any operation effecctively, and thié I have to make
as a public statement.

MR. TODIN: Thank you.

CHAIRMAN WILSON: In turnm, I hope that .o
can get you involved, maybe in an area that I think
that all of the citizens in the metropolitan area
are quite concernsd with, and that is in mass
transportaiion. 7The ouly thirg is that this
morning when I was riding over on PATH, it is the

first tim2 that I have been on it since you took it

MR..TOBIN; I hope you had a pleasant
trip.

CHANLIGAN WILSON: When I asked how lorng
it would take, they said 19 minutes, but it took
me 39 minutes. It was the filrst time, but I was
thinking as we rode over -=-

ASSIMILYIIAN STEINGUT: That is a good
comparison between the Long Island Railroad.

CHAIRIIAN WILSON: It would be wonceeful if

the Port Authority was more In this area, bpoegusc

-~
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there 1s a tremendous gain. My legal ecounsel and
i rode oa thot as youapgsiers, and it is appaceatly
vily we vant to get involved with 1t, and I feel
that the philocophy of a lot of people in Nzw
Jerscy end other avcas 1s the same.

MR. TOBIIl: Juét give us the resources
ond the tools, and uwe would be delighted.

CHATLMAN THLLY: T unlerstand that ke wes
on thz vroug train. Assoublysan Kremox?

ASSTLDLYIAT KREIIR: Mr. Tobin, with

respect to youw romiuks, I ama trying to posi a
ractincnl quostlon as a legislator: It seems thai

3

., .Y - L ~ .o PRV "
» thie law i stvucturned tod

a2y, that you arc
governirod by, that no wattor what the circumstance
is, and no rotter vhat the project you might be
intevcsted in talking over in nmass transporcaticn in
the iz Youk area, beinz things are really so bad
in th2 llzv Jeisey arvea, and the New York area that
within the fransmwork of that exlsting legislation,
it appzars that you can't get involved in any kind
of th2 areas vhich I think weuld affect the good

and velfare of a larger nuaber of people, and

vouldn't you say, siy, that from your standpoint,
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firat of all, do you endorse a need for chane In
the cusrent legislation which you operate uunlezr €0
alloi; you to go into other areas, ;nd do you
visualize your functlons in serving the peopl: of
both States to do that?

MR. TOBIN: No, I think if you tampziu w.iih
that clause thoi you will de stroy the compl:iz
uscfulnoess of the Pori Authority in mass transnorta-
tion. That is the last bond that we will sell.

On the othar houd, T dea't agree, with all cu:
respact, Assoudlyman, that there is not anything
that we con do.  Thewe are many things that we can
do, ard are twxylag hard to do.

Typically, X saild in the statement, that
the &0th Stroeet Lefminal, for a self-supporting
ageney, would cost frowm a billion to a billion and
a hal{, and it has been around a billion and a half,
I am gure, and I would think that obviously that if
you just tale the thing and stop there, I don't sec

10V any leL -sunpporting agency can do it, but you
don't have to stop there. We are moving into an
area whzre tha2re are tremendous Federal subsidies

of sound projzcts mnecded by the area, and also

-



886

withia tho scope of that facllity, we have to L
texnianls, very cntensive teralnals, and for the

Exic-Iackavaana Rallroad, and 2y caw? inio the

.J

wain trazks of the Pennsylvania, where they mizght

cc.o2 togethre, and we need that, and it is entively

possible that that terawinal extonsion can be dowvolopzd
1t is eutirely pocsible that the massive

nev teymival in MNow Yoxk and the use of the air rights

P Y., ? ~ R
axl things 141

2 that, that we hove done in ovder to
malke thivgs thal look like losers, to make then
wiviore and tusn thoi ionto do-able projects, and it
is o thiig beoiweown State asslistance and Fedeval
sistouas, ond thove are sections that can be made
to poy fow thiwnselves, and thicre can be user chacges
o th2 passcngers that go through the tunnels, and
there are such user charges some places.

Thewre are in some commuter railroads in
New Jewrscey, some can function, and there ave all
sovis of possibllities of things thait can be done,
tnd I am not defeating about this at all.

I bave no doubt that a satisfactory

aryangoeirent can be worked out concerning the
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Penusylvania Railroad, and I see no impingeneznt on
that arrangcomeni such as Governor pahill's plan to
take over the station and rehabiliﬁate itc, and it
can be done.

I think that it is entirely possible to
work out an arva.gement under.which the rail
conniections to Kennady can be done,

In the first place, again, it 1is a very
attractive project for the public support as tne
Federal burecavewrats look at those things, and
furtherwore, there ave the resources of the Stace
of New Yoxk bond issuz, and then finally it is
altozether pcgniblc that we see how far we can go
on the bacis of thg revenues, and we have to considen
the ciployees and the passcngers who use that rail,
and proper arranzements could be made, and it is
eatirely possible that we could do that on a self-
supporting basis,

I will give you an example, and that
examnple has bezen used here: Let us suppose that
the reveuue to be derived from that line, from the
Pernsylvania rail to Kennedy Airport were pledged

as first priority to the bondholders, and that was
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doue in 19063 aul 1204 when they issuad $60 million

LN

+ $70 wlllion of subway booads, that the Mew Yoult Cliy

i

')

Translt Authoxiiy bonds were used and they pledzed
the gross reveane back of the bonds, and they were
salable, cad it is entirely possible, ana Dr. Roaan

vorking on that to pledge the gross

&)
~
D
1t
~
I
o}

B I P Ty Yo A Vi o gt Y apy
rovenurs L£ivst to the bowds, ard then you will have

That systemn, I should remind you, would cozt

<

scurvining Lilke -- In elicess of $250 million.

4

e At T T YIRS ) o . R P e
AGTI LRI VAT Wy Are you conamitted, o
$ . Tomeste T NT val- PN et 2e vt e 1 4.
ic the Forl of Yizu York Anthority cormitted to
supporting it J¥X wail link?

w2

ML, 20BN o, only if it can be dons on

such a basis ¢hat I am ouvzlining to you, that it is
legaliy and {iceally do-able, bui there are ceriain

ASDEIBLYUIAN KRINEAR: Do you fovesee that the
ILegislacune of both States mandate upon the Authority
that thoy casvy it ounr this yeax?

MR, TOBT: No, that would be unconstitu-
tionsl,

ACSS VLIV RREDR

ESN

©J
.e

I find it inconsistent,
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because here you are cosmenting about the statute
and your impaizwment to thz obligations of your
Londholders, and if that restricts you, and the
Legisluture shoulda't tamper with it, then you talk
about other projects and the feasibility of Federal
subsidies, and other types of funds conming in to
keep thizse projecis going.

As a practical man, no matter what you get
into in the future, which has to do with the good
and welifave of all States, it is going to involve
Federal subsidies but it is not going to fit within

~

the fremework of that particular statute, and I don't

a3

sec how you can embark on anything of the nature tha
you are talking aboeut, other than the limited projects
that you talk about today, without going into that
study wiich you refer to as inviolate?

MR. UWOBIN: Well, the problem is what you
can do, realictically, frecm the market standpoint
with a revenuc boad agency, which you don't pledge
one cent of taxes to, and don't give one bit of State
credit to, and you don't do the job that you do in
the case of the Metropolitan Transit Authority, by

recourse to State funds, and you -- I mean the



Legislatures over the years
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ground rules foir a

ground rules ave what

arenzy. In other words
< H

sell Lounds, and I aw trying

thivg that they

can do,

are pzrfecily reconcilable,

.
ave gweat things

thivzs it ean't do, booouse

bonl agercy.

Give us & he power
Staies, as tho haz, and
in lzu Yorlk, to.pick up the
pick up, beyoud the seld

prcblons,
I think

municipalic

a posciblility. Give us the
job, bui don't el us that

transit
a scli-sunpoxrting bacls

L QT e X r‘\ INER T -3
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supporting agency,

what

tliey don't do, aud

that the agency can do,

w2 have tha confid

that the covenant permits

, and we can't,

92
-= you have laid dowa tin:
and thoso
can they do and ctill

to tell you the type of

and when you ask me about

the two things, I thiuk

and realistic, and there
to be a

& hasg revoinue

=

to call upon the two

many other azencies

[}

and we will have no

2nce and tlie
that as
tools, and we will do the

Ve can operace a mass

systeon with a $300 nillion a year deficit on

and God can't.

2: 1 think you cut this

they can do as a self-supportii

£

and there ayve
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dowin the middle ard you are talking about the cerzipt
that the Port should take over everything, and I

h}

don't thiak that anybody hes ever suggested thoi, aﬁu
mayve thot is the sum total of all publice officials,
but you kezp -~ you keep taiking in terms of thzat.

I thin%, recaligtically, it is conceivable
that you, with the trermandous financial wherewithal
that the Poxrt possesses, should consider on a slow,
progressive haslis, the acquisition or operation of

certain funations withio the State of Jersey, or thse

State ol MNcw York, which are not making monzy, but

desperacely wrod vour experiice and capital, and all
of tue thivzs thnt you csn theow behind it. . Forzet
abont the $300 willlon, but think about taking ove:

somzininy liks thoi, and you can help both States.

MR, T02I¥: I have told you of the things
that could be donz, and ia sp2cificity, and there are
s thas we can't do. I think we are talking
about thie saw2 things. You are saying, "Will we tuy
hardexz?" Ve are trying hazder.

ASSEMTLYIAN KREMER: I would like tc sce the
day ccm2, and I am a weophyie as far as the Port is

. . o)
< 602 00X

concerned, and we spen our time criilcivirg

-
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the 1A and the Long Island Railvoad, bui in weolotion-
shin to trausportation in the tvwo Stutes you rescth
but you don't ect. When thz Governors of either
Srate sugges { you axe williing to consider, bui I
think tlot with th2 cxpertise that you have,snl the
finnaelal abilisy that you have, you have reachad a

~
t

state of maturlty whoie you can be innovative and do

for the two States wbat other State agencies cannot

do.
MR, wOLT: I thick ve awve trying to do thak,
CHATUIAN KWILY: Does it come down to the

£

fact thnt in 1862, that PATH tbnt was passed in 19462,
i reacsco kept you out of mass trans
poztziion ualess it is a payiony proposition, is that

dR. TOBT: No. If it is self-supporting,
yes, Mz. Chaizizn, if that is what you me2ant, but
thizve awe othewr avzas., If thexe are resources of
Federal aid, oxr resources of State aid, or things
Like tha.

CHATRUAN KZLLY: My question is: Suppositg
ve take that sawe law of 19382, ard we would amend it

to put doun the States of low Jersey and New vVork



g5

(85}

behind that, in cose we wanted you to take over
somzthing with a deficit, could that be done?
|

Mir, TOBTM: Yes.

CHAIRMAN KELLY: But not‘under the preseut
law?

MR. TODIN: That is right. Give us the sane
power of the MTA, and we will b?ing to the job, with
all undue medesty, expert help.

CHAIRNAN KETLY: Would you then bring in

1

your deparimeni that would be willing to take ovew
any phase of mass transportation?

MR, TOBIN: Ve would not only be willing,
but delighted, and it would be a lot of fun.

SEMATOR MEL TUFO And you would not
opposc any ]c~xr1uL|on to permit that change, or
wwodify the 19062 statute? You would not oppose it?

MR, TOBIN: Ch, we would, Senator, we would
have to. Without that clause you can't finance at
all, and that is what the Legislature recognized, sii,
in 1962. The Legislature was convinced, overwhelmi.::-
ly, and the two Governors were convinced that it was

utterly imposcible to sell, remamber, even the bHonds

for tha Hudson and liachattan, itself, without .ucrn a

-
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clause.,
SEUATOR DRL TUF o : llow about th? mos . fica-
tion thai th2 Assorblynan just sugzested?
CUATINIAN WILSOl: We suzsested a chnioga in
the 1982 lew, and SonlL(‘ D2l Tuffo asked if yon would
go alonz.

SEIATOR DU wUN o And would you sii siill

for iu?

MR, UODTi: Would we support it?

CHAILIAN LI LY: So thaire is 09 coulucin:,
would you plense esk your guestions througin thz Cuals,

o]
'.-l
|)

N
©

TN e X A - e os ey - 9 e oy .~
ARSI NITAL REZLLY: Mir. Tobin, thewe hos

brew a greas dhal of tall weccuily about airpouis.
o!
Vimo de the alvpouwi goeirz to do with velerence to

'\3

a jetpore in tho ilew York City ave
MR. 10BIN: We are pretity well stopped.
have twied auniully hard for the last eleven years,
and we still huve theAsame thinking, that it is
absolutely cssenitial for the economy, and it has tc
be buili, &ind we have tried, but in a democratic
society vhere people have stated that they didr's want

to Liave the aivrcrl arcund their neighborhood: and
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in the old phrasce, "Everybody wants it, but nobo.y
wants it there." %

So, as you know, we have tried even to
exi:end the runways at Kennedy into the Bay, and that
would have not been a substitute for 2 fourth airporc
but it would hzve he]n:d from the airport standpoint,
and it was obviously unthinkable to go ahead witl:
that, unless you could work out such rurways in
balance with recreational and envirommental corsic
tions, and co we got the most prestigilous grouvp of
scientists that we could to study that, and it was
importan: to do that, and if the study did cowe out
that you could telaunce it, whother the public
disagireed ox didu't{ it was an absolutely unbiased
situdy, but they did cowe out with the answer that
you couldn't do that which we hoped that you could
b~ able to do, ard that endad that,

There was nothing further to talk abour,
and so we go on, trying ta increase the traffic
capacity of the existing airports. We are putting
well, we are a long way into putting a lot mor: mon-.
into Newarlk Airport, and more going into Kernmedy

and we will have all sort sof noise rules an.

-
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vegulaizions, which airlines sometinoes don't like,
aunt we just go on to try to manimize the tralific of
those airports, end I can't stress enouzh that air-
ports aud air traffic is basic to the econemy of
this aweca, particularly an area such as this, where
our local livelilhwod depends on it being an Amevican
ceniter of wmanagorand aad fivnance, and the worxk of

New Youk and worthern New Jersey just requires

people in the air, all across the Uanited Staites, all

e awve just as sexiously being harmed in

s are beliny diverited from

[e—
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tions on pzak hour f
cinrial aviacion dovn as far ag we
thinll wo can wostwlici thenm, and aciually 75 peucent
vast ds called geveoral aviation, anyway, pawt of
the prgcenzor sewviee is esssutial, and they use

~

eduly ruwerays, so that they ave not in the way of

Logiod
&

0L,

BRILLY: Have you cver consider

the choole?

MR. WOnZil: Yes, we h"“ consldered it and

vt in Leng Island Sound, of

ed

-
!
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studled it and crwe vp that it was not feasibl:,
either fiscally or £rom an operatioual standpolni,
ASSI BT YIMAY DRILLY: Was that in conju.cticon

with a brilge spanuing the Sound?

I

MR. TOBIN: Yes.

e

AGSEIUVLYITAN RUITLY:  An

o

covay it?

LB

MR, TOBIN: Lo, but I think it is availabli

and I tldnk wa have sent that report out., I should

\’D

say that, of couwsz, and I menticoced it in wy siac
ent, that we awve gung-ho -- well, we are trying to
do everytiiivz o ucgs a fourth airport, and we are

W

ready (o go onlthat ulizn the Leglslature turns us
loose to do so, and ve think that the equipment is
hewre, and we thiuk that wo can get proper STOLpoves
developad hezra that will be able to bring trema=ndous
business in the awea, and it will help. It is a
difficult situntion, buk we will continue to have
such terrible congestion arn Kenneady,

SEJATOR RIVALEO: I am somewhat confusad.
First, I thouzhi you said in answer to a question that

you didn't want the statute changed that would permit

the expznditure of great funds for mass trznsportation,

a
.
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ard thon it appenred thai you zaid that you wouldsn'
actively oppose it or lobby against it?

M. TC3IN: Ue would have to oppose, 1n

the interest of the bondholdzirs, anything that
? (&)

jmnaired thot, but thai is not what the Chairmnn
askod,  He proposod a type of « statute that would not
impaly that clauge at all, T think,

SENATOR RIIALLO: I am personally in favor
the clause, but I wanted to be cleax

.
msver that you had glven,

5
[}

algo unied that Assemblyman Wilson
referred to Covorioyw Cohillis crviticism of the Powe

Mow York Authowity's involvomcont in mass trans-

A fou days later, I was suvrprised, but also
pleaganitly surprilsed, by your quick responsce in which
you stated that you had divected thie staff to conduct
certain studies and you repeated the areas of study
today in your tecitiwouy. You spoke zbout the nevw
rail terainral under the Hudson River, and the rail
access to New Yowxk airports, and acquisition and

maragexent of the Penn Cenfral Rajlroad Station in

Newvack, and the STOLport plammning, which is all very

-
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good, but what I would iike to know, as Executive
Director could you give the Commission some target
date for the completion of these studies?

MR. TOBIN: No, but I would say that having
in mind their scope and size, that in thevcase of ché
48tﬁ Street tunnel, if all of the forces are working
on that as hard as they could, you could do it in two
years.

SENATOR RINALDO: The reason I asked the
question is that in some quarters there have been soma
accusations by certain people that perhaps the Port
of New York Authority, because of the apparent
reluctance to get into mass transportation, would
exercise some foot-dragging, and I wouldn't want you
to think that I felt that way, and I am glad that you
said it would take two years.

I would hope, however, that because of
studies taken in the past, and studies that are
already on hand,vwhich you‘said that you ﬁave already
taksn, that maybe we can just speed up this two-year
targetvdatg. -

‘MR. TOBIN: 1 aﬁ only télking about the

£8th Street tunnel. I.would have given you a much

-
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fastesr peried of tiwe on sow: cof the others.
BIATOR RINALDO: Ve can get closer ou sgor?2
of these?
MR. TOBIN: Not on the 43th Street tunnel.
have done intensive work for the past year on

that, and if we hadn't beén doing that work, I

(&}
wouldn't have said two years, but longer.
Mr. Lucas, how long have you been working

on thai?
MR. LUCAS: About a yzar and a half.
SENAOR RIALLO: That is the &43th Strezt
tunnel. How about the rail access to Kennedy Airport?
MR. TOBIN: Ve have been working on that,

as Senator Del Tulfo lkuows, for many years, and we

-

e
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have a concrete plan on that, that we are in

r~

course of moving forward on. As a matter of fact

this last week we retained private enterprise to do
the englneering consultant work on the hardware on
the inter-terminal connector that would then go along
through McClelland Street in Elizabeth to the main
line of the Penn Central.

The track passage 1is already constructed
P g 7

in the building, and as far as we are concerned, we

-~
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are moving aloug those lines, at the same tdao
keepinvgy opon vhoat the Coveornor aék@% us to do, tho
possibility that there still misht be some possill

ties in a DAY cutension in some way, or a Jerscy

Central extcension. We are not optimiscic on somz of
the PATH, we are not opiimistic, and we think tha
the other way would do a bLeotter job, but thet is in

the process.
SENATOR RIMALLGO: Thot is in the process

e Wy T o IR TP S 7 . ” ORI B
and you also brought into the area ol paywm=nt in licu

that, aad soiriinesg L feel very ewbasassed, because
you nitionad Masarnk, and New Yorl, and I repnésen

Unjon County, «iid you didn't wention the great City
of Lli=abetl:,
1R, TOLIN: Mayor Dunn is hewre.

SEUATOR RIFALDO: I feel compelled, oa that

2

basig, to ask you a fow questions about Elizabeti.

.1

I must say that Slizabotih, waich has a great part

of its land talen over by tha Port, hssland and

bulldings, for exnruple, that the Port uses valued

.

at cver $90 ' ilion in assessed valuation, which is

.

50 pzécent of tixue value., This is all located wiihin
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tho counfines of the City ol Lilizo
Since 1959 it has been wmy understaniing

that the City of Elizaboth only receives $36,217.C7

in lieu of taxes, and payments in lieu of tamncs for

thi.

(4]

Now, in view of the urban crisis, which I

am sure that you are aware of, and in view of the

i

problews that every large city has, and in view o

tho tax buirrden that the Port places upon all of the

taxpeyors within the City of Llizaloth, why cannot
this be renegociated on a more equitable and sensible

bagis?

}.J-

MR. ”OXTN V211, it is & vexy -~ 1 agreaz
with you -~ it is a very difficult situation, the
Llizabeen situacion, and it bothers us, as you might
be surprisad to hear, as much as it bothers you.

You stavted out with a totally different
situation than the Newark situation. They had
porit, and it was a wreck, but they had one. They
“had an airport, and that is in trouble, too,
financially, but they had those facilities, and they
put corgiderable millions of dollars iuto them.

So, we were able to worlt cut an arrvanzcmeont
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with then that had nowhinvg o do with tho jo-ico-o’
tazpayewvs at all, and it was a pavinewship avravso-

2

mant for the development of the alrport and the

Y

placing into thet airpost of what you now knoy as
son:z $400 million, in addition to what lewark hod
in there,

So you weare able there to develop an
agrecinoui which was completely outside of the

in-lieu-o

How, look ai tha situation in Eli=zcheih
viiere w2 developzd pori aveas wheie theve was noivlrz.,
They vens gali warsies, and mwost of them were
fleod=d da hizh tidz, and they had never been used

by man, and they veturanzd aliwost nothing to the
City of Rlizalboth, end I would say, and I don't luow

P o 1. -y e .y -2 » -
wiiy, bui tha properties weve undev-assesgsed, and

12y

the linits to which we could build there, under that

statuie, vare the limits of those types of taupayors
03T assioiolmnia. |

I po:v“eu out the fact before that
practicnlly cvery gweat city in thg world that wants

ports ox airzpovis has to subsidize them. In effect,

Llizmahzth has gotiea a great port area with all of
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lts ccovenie bownTits vith cuployment and wiation,

a

T I T N N P E e JRO \ | R,
wiinous hving it subsidized, and algo where we

bougzhi cereage, aad thot marehland over there fov

NS )

$3,000 an cer» when we bought it, and I don't kuow

2L Y T e 4o 1 Y, - -~ - > oy oo
if anyboly fxzom the Real Fstate Deparcment is heoue,

’r

ard thoe last prices were up touard $50,000 ox $80,000

ann ccre, ol the acres all avound it - well,

-atable lant avoileble bocause of the fact that the

Nowi, we have woiwked with layor Dunn aid we

woriting with hin, and he is a v

n

ry

his problon,

s rrow t
too, end w2 have gwied to wowrk out everythinz, and a
£ roads, and everything
that ve caa wvovi oni ia this situation, and it was
unsatisfaclory, but thore are, as I have indicated,
thewe ave bright and real sides to it, too, and

it disn't, all black, aﬁd the increase in your ratcables
and not just vheore tine port is but in the entire area

around there, since we started work in 1956, increasce

cs, aud all corts of areas avound it and you

-~



have a considexnble benefit.

SEMATOR RIUALBO: It is also ajoy to ask
you a question because of the dept% in which you go
into it, and the answers are received, but you know,
I personally feel that the City’of Eiizabeth dces

a

subsidize it to an extent. The City of Elizabotl,
for exsuwple, provides police protection, and fire
fightingz protection,and the City of Elizabeth has
to provide, porhaps, as a result of the expanrsion

of the Pori of New York Anthority into the confiizs

of the City of LElizabeth, another fire house, and

[

access voads, and these are the taxpayers that ave
subsidizing tuls.

Sa, once again, to get back to my initisl
question: Are you, and this ié an easy one, and
you can ansuer it in a couple of words: Are you, ox
are you not, personally in favoxr of renegotiating
that coutract so that the City of Elizabeth and
the taupayers teceivé a more equitable retura?

MR. 10BIN: Ve are always open to
dlscussion of that contract, and I might say,

incidentally, that I don't remember when the Polica

.

bl

Department of the City of Elizabeth came on the

faud

-~
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Port ox othicw pueag, bzcause v2 have our own
police drnpavewoui, and we have available our oun
suppose2 cluce 1950 theve may have been two orxr thwe2
timzs, o moxe, when the £ire deopartmen: cam2 on
the pxoalons, but we are alt;Ju wiliing to dicscuss
that wich a wualedpalicy,

SEUNLOR RVITALLO: UWhat &

provicions hove booen mada for the fuel storaon

IR, TODIGN:  Our emzrzency fire-fighling

O fe ey te 22Y O S, * T . ~ K SR,
wipoentt ac £h2 aiveovi vas built, and desigunzd

e 0nnosaedt o Chir poyooni o
rain and striké thnt quasiiion. Do you not think
thatt siveze the City of Elizabeth has, on occacion,
end 1 ca suwe noxt week vhon Mayor Duna's tesiimony
con23 up h2 ulll docunent ik, provide fire
otectioa, and T kaow that they have provided
police protoction, and we will document it, and I

vill lenve d& to the City officials of Elizabath

to donvazul It roxi veek, and don't you think it
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wvonld bo Jailyr Joo Clio Yovl of Linwr Yori: Aucaowily
o sene paywonZ Lo Lho City of Elizabe .h‘fﬁr
those sewxvices?

MR. TOBIN: Senator, w2 are always willing
to discuss 1it, and fairly, and we have discusced this
same subjeet with Mayor Durn and vwill have, aid will
continuz to do it, and it will be discurced as fair
as we can, with a decp undevstandiug of nis problems,

SEUATOR RIVALDD: One final step: 1 haowva

irtroduzet a LALL o cownel you to do that. Would

your groun actively oppose this bill, or would you

FR. 10377 Ve would oupose i, We will
negotiata it, énd looave it thnﬁ vay.

SENATOR RIUVALLD: I feel so badly becnuca
you have opposed most of my bills,

CHATLRUAN RELLY: Next is Asseublymair T.zndes.

ASSUHBLYMAN TANDES: I have just a few
brief techuical questions. Apparently with respect
to that geneoral reseuve fund, aﬂd I gather frow whai
I hear it amounts to 10 percent of the bonded
nidebtedaess, and I think if I undewstand correctly

i€

wirat you said to me, that/you want to go to a mass
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trousportaiion acauisition you must have the deficit
projected or estimated at above 10 percent of the
general reserve fund which is then only 1 percent
of your bonding indebgedness, is that cerrect?

MR, TODRLN: what ie generally correct, yes.
ASSEMDILGIAN LAMDES: Do you feel that in

the licht of th2 divestives of the Port Authority
and tho vay revenves arxe increasing, that 1 percent

nzss ia today's cost of money
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is @ weescunble lindtaniow, wot taling over, Lo

example, tho whole $300 miilion of deficit, but

MR, TULEdr Yuai was pot the judgnent at
the Cime, aud I den't think it is the judgment today.

AGS

‘_fl

CUNLUIALL TANDES: T don't know of any
other dustitution that borroews money that would be
treubled uith 5o good a net profit that you have,
over 115 willion a year, as I gatcher, with a minimum
honlod dndabbodness for a defiedt operation that ie

as low

b

5 I gathze may bz §15 million, or $11 nillion.

You could dovhble that, or trxiple that, and still not

-

crente awy Joflclt in your oparation., Would you faver
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such a thiog?
MR, TOBIN: Ve arc on our way to doing
that, bocause the doficit in the past, last year it
$13 million, aud it is rising and it will
continue to rise every year. It will go up into

awounts that T hnte to think about. We must support
that deficit, and that is always in our thinking.
When you tell the public that you will add
to that deficit, ¥ think that the deficit will go
up to $30 = ion a year, and when you say to take
oveir enother deficit, that is where you get into
sarionusg tvoudble, auad that is where you get into tha
peéple who you nave to gell the bonds to, and they
are thz pzepla that the Comptroller and I are talking
about: todny.
ASSFIIDLYMAN LANDES: But you have increased
your bondad irdebtednn?ss less than you might have

cing, and lessening your

K‘h

..)

te

)

'-y

if you had lonyz

(\

genaral reserve, and lessening your permitted deficitc
in mags twansportation, and while on tle one haad

that you lessen it, even with the permitted ceficit,
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~
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cicit in the past, your profit

gocs up every year, despite tho fact that your deficit
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- - agmeNy T g Y o B - Y am W P
up, youw nat prolit is golug up and whin

-

-~ .
L)

Cfiecit oon the macs

)

oy relates ti poumitied d

[

traaspoviation Lo your oparating profit, it would

Bl

be possible to -~ raithor thon to take your boad.d

indebiednoss as 1t is,,it‘would bo possible foor you
to tale oo ceoveral thivgs, ao M. Kvemewr sadd, ol
it vould Lz pogzsihla fov you to take on seversl
addinrional mnss trauspontation ventures, and ciill,
I tivin'z, bo with a vory coaszivative bocrover,

oy oy - . . - e S T A ) . - N
Wien you wial to buxmrow fow Che purnose

m B~ -
.7 GO 1.»_/7

did thowe, aul you lisied what you weve involved in
with wogs twaraporitation, aadl you bovrowed on the
. ~ Y

full bogis of tho cradit of the State.

MR, TOBIN: That is thes only way you could

ANDES: I£ the State in givs

5
go
¢a

crodit bzhind the bonds that
you gold, gunronteed the rentalc to be paid by the

-~ . " v )
railvoods, or &

e

d they say that if the rentals ave
e

not pnid and youw vevenues arve insufficient, then and

only fhci -
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MR, TOBIM: Then and only then. Ve haveo
nz2ver had to call that chzck.

AGSEMBLYMAN LAMDES: But if the railrcids
do not pay their rentals, that despite the full
faith and cvedit will be listed as a deficit --
listed as paxwi of the deficit that would be thz
1 percevt of the bonded --

MR. TOBIi: No, there is no effect on
that.

ASSEUDLYUIAY LATDES: 1 see.

Just one f£inal point, because I kunow thio:

others have questions, too: This list that you

have givea 12 in peaysment in lieu of taxes, as I
thouzlit you said, in the awount of $65 million, bu:

it is here ooaly $17 million, The vast bulk is
ventales, and nolt in lieu of anything else, and that
is §47 nillion, and rental and property that you
dida't have to borrew ronzy to buy.

MR, TO3IMT: Theat is paymeni to the

ASSITIILYEIAN LANDES: But not in lieou of

taxes, Caly a winow.porilon i1s in lieu of taxes,

and oot of thuon awve ventals for propewxiy that you

-
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didi't hovae to bosvow to Luy?

o, we bowirowed all of the wouly
involvod 2 chifs.
AJSFLLY AN LANNES: You are paving §35

ital «= feoir the rental for LaGuardia arl

4

MR, UO0IN: We bovrowad all of the money,

and Che cibder got half of the not revenues,
ASOILIOLYGLT LALUES s But they dou't own that?
e wonde  fher didn't put the woansy into
it, woe did

LSTIIININT TAVDEG: You didn't have to bLuy
tlie law?
T2, WOLTE: whinit is wighi, but the ciiy hes

in tioze o alnponig, they have $100 wmillion, and we

have put in civee ¢hat tiwe, $650 million, and we have
goit $200 viltion zhead of us, ox more. So we put in

ell of the wonny, out of thiz $700 million we put in
all of ©he monzy, and the city put in $100 million to
our $£600 nillicn, ox $700 million, and the city gets
50 pewcent of the net. I think that is a very
reancnable deal,

wQ

%S: Frankly, if you think o

h
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it a3 a rental, not putting in just that mouey, bul
-in all of the extra property =--

MR, TOLRXd: I counted that.

ASSEMDLYUAN LANGES: Do you believe that wihizn
you say that you were paying for the Port in Brooklyn
in payaeni in licu of taxes, that 1t was taxed at the
level then paid in 1956, and do you believe that on

o

the bha of an increwent this year to reflect the

m
(SN
o

decline of. thiz valuz of the dollar in this inflction-
ary cewvices, couslidering the taxes paid?

MR. TORIN: Well, in the Brooklyn piers,
I think that is an eainently fair proposal. The
city opexates the piers aand charges no rent,-and thero
is no tax incweicent in it. Oan the contrary, here
they have got now pilers and tle city and the port
and people get biraad new piers, and modern freight
piexs at a cost of $110 million, something like that,
and thes city is not losing any of the taxes that it
had, but as I said, Asscablyman, actually the amountc
that we paid the city on those pier s,.what it comne
out: to is $25,000 a berth, and that is $50,000 a pie:,
and they rent for $400,000 or $500,000 a year, and

that is the highest rental, and they have to rent fox

-~



116
that, because that reflects their cost, but we have
thoso taomes o those arcos, and 1if  they were to be
built on the bosis of those taxes, these piers would
be cupty.
ASSELIDLYVEIAN LANDES: But if you took the

sum and addzd a sun each year rellecting that same

-ia

dollax valuc, iu other words, the fact thau the dollar
that ysu poid then is really GO cents today, would
that be, in your opilnicn, in2quitsable?

I, WORMil: You assvn2 that the City pizos

would do thz guwe thing, and put city taxzes on the

ASSTITUAN LATLES: T don't think that you

should ba couzonn2d wieh that,  Your piers are
suparior, oot waybe o litile beiter located, and with

the h2ly of our uscr toll vevenu2s oa bridges --
iR, TOUIN: I lkmow it ic very important to

the question thizi you are as but they are

compziitive, aad while they are old piers, the City
constantly redﬁ;es the vent, and they are competitiv:-
and w2 era geibing along well, and trying to d- the
cawz job.

ASST NN TATTDES:  You touched for a
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2+ o0 coubling the tolls, «ad do you lmow wiai:

wvould happon to your revenrve if you doubled tho toll?

.

MR. TODIM: I den't think they would go deun

much., I don't think we would lose many vehiclzo,

dia,

Tha De2laware River Dridge recently, they

and 1 don't krmow 17 they doubled them, but cuzy

Incvenge? thea, and the Federal goverowsznt turald

thoem bacle foom the awounis that they wanted, end otlar

- °! . P S N R . S -y b o
have vould Lo that the opowacions were avoul

(ledts ot tho port hnd, ownd th: yeport that I

A - S e A

Calld ol

My judsuent i thzt you wouldn't, other than

ising Loly political hiell, i% you just looked at it

tondpoiut, 1t wouldn't affect nwuch,

ASSIURINIIAY LAVESS:  Vhat kind of revenus

would you get? I you doubled them, how much would

you get?

M. TODN: We eye talkin

$50 ntllion and 8790 million, and that is what you

vant to know?

me

ASSIISLYIAN LAUDES: Thank you very much.

SENATOR DIL TUro : Mr. Tobin, you have told

ia my cosmunity, cad you have been very coopevative--

MR. TOBT: Thank you, Senator.
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SEMATOR LEG TUNO @0 DBné at times you have
cot to puit a boubeh2ll under the diffcerent ageoncies
to keep doing the good work that they are doing,
You stated to me, awnd the Conmittee, the Fedeval
Inter-welations Coi n'itc“ that PATH would not be a
good cxtcension to tho oirport, awwl now you mzuttonzd
that Covorvar Cahill ard you stzted that PATH would
airved, and is that so, and 18

be congidzied, or re

11d you tyy and study the PATE

recensicored, ot

COimooihons or noc?

MR, POBIH:  The QGoverncy bnows whzi we ae

SENATOR PET. 1TUkQ ¢+ T would like to know,

MR, TORTW: T am telling you, Senatow, and
all that he h2s said to me, or Cousalssioner Konl, is
that he hkunows wvhat we are dolng on the connectors,
and he kaows how we ave moving along on it, and he
aid that we lkeo2p the option of PATH open, and we
are kzeping it opon.

ZUAWOR DEL TUFO : You have stated that
PATII wight not be considered, because the people

o uze it would bz minuzcule?

MR, TODTIM: That is right.



SEMATOR DLL TUFO : dow, in a parking
facility, if it wewre pui nzar the alrport whewse it
could szrvice all ol the novthern New Jersey and

other pavts of ilew Jorsey, wouldn't that dispel the
fact that the pcople that would use it are
ninuscule, and have you given that any cousidcratic.

MR, wODIN:  71he plans fox extending the

entive terminal conwecior over to the Pennsylvania

Railroad main line include tremendous parking aroas

- -a Seieile g - B R T W] y . ExY v P 4 I )
O Juge Such pUrpdI28 a8 you ars mencloning, 4ud

we hove ¢ le fxon th2 whole area of
Now Jeweey would dofve in vhat far, and get th2 Penn

C“L&‘..-.a tt‘l L .(‘; it ar

S
P
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SEUATOR HEL TUT0 ¢ Through this live with
a PATH couwmzoton?

MR, TOLXN: Yes, but it is a direct use
area. Senatow, you will remember I gave you
th.ose naps, awd on thwm arve great areas of land that
is vacont tedny, that are intended for exactly the
" purposa that you have in nind,

EUAYOR DEL TUFO : We disagreed, =ad ny
expavt said it vould cost $20 million, and you said

it would coatt 560 nilllion.

3
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MR, TOD:s Thai was the extension of DAY,
Ve Ficuead ot 16 would costc $62 million,
SEMATOR I3L TU O : Let me ask you anotihiaw
auzstica, and please, 1f you can, bring us up to

1y, end I want to just elaborate on the

the State of New Jewvsey
would giva th2 pwriority, you would bulld an

extristog, ool now, have you considered the statemont

s
Lot Ty Qoverans Cohlll D Woshington, as tantanouns:
to stacing timt there is a priowity for the extension?
W, Ol Uell, I dida't at all -~ what

h2 wouiie, avd whnit b2 ds prezeing for, is some type

el waltl coureanion Sos lewark Alrport, and we are

(‘J

providivg, and moviug along towaxd providing that
cazcsdon, and T dida't understand the Governor, no,
Senatox, and T don't think he meant that it had to
ba by an entension of PATH, or an extension of the
Jergey Ceoantwal, Railroad.,

SEVATOR DEY, TUF o: The project, between
PATIl ¢r th» Penn Central, you were waiting fcr an
ity, and would you take his

con as being tantamount to telling



you that that project is a priovity

MR, TODLL: I take it that telling we that
the rail conncction to Mewawi: Alrport is a priowity
in his mind, and we aire trying to provide it throuzh

the inter-tesminal connectioi.

MR, TORIN: No, tbhe route for that dnrer-
terminal comucotion within the texminal area is in
construction, and we have retained, just last week.
the Haiser Hogincering Compzuy of California to do

’)" [

the definitive stulies on the caws, if you will, the

This is wvexy well and also, Senator, we
are in heavy discussion with the Peunnsylvania
Railwoad &bout the station that we will need over
there, which w2 assun2 that wve will have to build.

SEVATOR DZL TUZ 0 : We are now ready to
really enter fruition of this?

MR. TOBIN: Yes, we are going to. ha duare
and ccnstruthon.

ASSTIIILYLIAT KOPPELL: I have some morve
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questions.

ﬁR. PATRICK FALVEY: I would like to nota
for tl2 record‘thnt Asscublynan Koppell is a plalntiff
in a lawsueit which was filed against the Port Authority
juci sestexday, anl he is here today and conducting &
legiclotive fnqulivy, and T am woadewiug whether the
quections on this, vhat is the disposition?
CHALILIAY RELLY: RDedfore he makes a sta ewent,

gince Lz s dvwolwved with a laysult, I would thiok it

yinion from tho
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Ethics Couailies of tha Assombly before he gets himselsd
frvolved du a question and enswer period oen *his

Dyt ';{‘ ~;'{ ~ n\," LN e
jozaiy COCULOE Cl) o wtes

-

ity ¢her du nind, Mr. Konpall.

[
~t
4

43&VEELVEY: L wouldn't press on this as wmnch,
but w2 cousidew tho lavsuit to be so frivelous.
ASSEILYAN FOPPELL: I doa't understand
#nz. T2 suit wvas brought yesterday by a

nushzr of pecple, including a Federal legislator,

as
well cs otheor taupayers and it was brought not ia auy

sens2 R uy ora behalf, but it was brought in the

public duterocsl, and to advarce som2 of the objectilves

£ .y

that aso the bisls foxr the hLolding of this heaving

-~



to! Y.

]

Lot w2 gay acivply that the queostion ok

. S 2 SR ST i~ IR TP R
L poing Lo ask, thero quosidons, althousi thoy

1

211y welated vo the subjeclt of Lhn

9

1apouitc, will not duell on the subject of the lawsn':

at

.
L)

i

[RK
e ® Ll

“ 9 .2 . - > fw -~ - ~~ls . - ..
all T ornsidons U dntend to ask today ao
fully pussunnit Lo the mavdate of this heavivr, aud
- o . s 2. <Yy Aty v r oy ey
thoey could, ovr they will, iw mo way, the anmors

will wot be used v the lewsudli, and I thiv’s ohan

-, - PN 1 A~ com T yyey s \ Yo mg wmmyen te e o] o
the guectioens chouwld Lo evalunicd as they peoioin
- 7 PN a2 e T v oer "h” 1A e
to tune purpoles ox tuws heoring, wather thaan as

-7 et en oy - oy . -a Sulard N B vy fepn ot
thoy powtain to whatcvew status L may have ouislids

VBN N S TR N
of thils heowd N this wornin

1% discgree as to whethew the questions were
tanzennially rolated, and sceondly, I wonder if thé
stinulation used elgewhzre binds this co-plainiiff?
ASSEUIBLYAN LALDES: T uncerstand thal you
nust be femiliar with the macter of the litigaticn,
and T rmust say that ao that litigation, I am rot
fenmiliar wiih it, but I would accept Mr. Kcopell's
statcouent, and it doosn't involve a personal law-

sult for any porscnal damages, and 1t is not

-~
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rocnssavy to valse an ethiles question on the parc
of a lczislator asking questions.

I think it is en attempt to prejudice tha
questions bofore he asks them. I resent the notion
that wve can't share in a taxpayers' suil, not fox
porasonal beuefis; aod th2n noi pirosecute questions
in the legislative furctions in a public agency.

CHATREAL IEILY: The ouly reason I raised

thi quostiown, ho i nov questioning

one of the pavty
lefendontes in the stated lawvsuit, and I don't waunt
his with any legislators.

ohts known on the

recovd, and now i you wanl to go ahead, go ahead,

Mr. Zooon2ll, My, Tobin con answer under advice cof

ASSELIILYHAN ROPPTLL: In evaluating highway
monies of the Pori Authority, would they be
avallable for use iu connection with mass transporta-
tion, and leoking for a mosent at that situation,

that is the deficit of PATH already substantial

5]

and guoiing, and is it not true that PATH is part cf,
v avthorized In conucchion with a broader

uchooizavion concerniag the coastructing of the
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at tho ana2 tive dn the Legislature under a joilak
stanconnt of public poiiey and it could be intewprot-’,
could it nol, thnt the chis.a cure vierad that tlho
Vourld Teadta Covior poriicon of the project, or tha .

~
4
e

14 eode Qonton project, 1f you prefer, would

providr ouwllisienn wevovues o cover the deficlt of

L. TORIMN: Mo, it could not. The lagis-
latiovn pwecisely says to the coatrary.

VOSPLLILYUAN TIOUEEITL s 1 am not saying . .
wihrtlior if does or ii does not state whethar they --

well, lei w2 say it this way: Are you stating now

thac vou hove ueed nonlos dorived frem the VWorld
o

ML, TOBAN: I am saying that, yes, they filow
into the General Reserve'Fund of the Authority.
ASSTLDTVIAN KOYPELL: And after that is
filled up, you can use excess funds --
IR, TO3IM:  From all facilities. .
ASS;’ JLYMAN ROPPELL: So that money frem the
Porc Authority -~ from the World Trade Center could,

indcad, flow into PATH through the Reserve fund, to

TODIT: As could money from bridges o



tumiels, or ailvpowlts, ov hing else.

ASSEMBLYMAN KOV:-iiL: Ard is it not possivle

e
}.\
)

(g3

that the Leg ure when thoy, indeed, mandnitod

2

ol

that you take over a rail facility which deficits
were projecied, might have had in mind that they
would, in a scnsz, cover these deficits, by giving
you a veiy puofitable facility to operate?

MR, TOBIM: That is not only completely

P

speculaitive, buil X an femiliocr with thz passage of

-

2pislacion, and thore was ro thouglit of it a:

of the figures that the Comptroller gave tlis
mornleg.

Th2 2t boafore debt sewvice which wes
$35 million.

ASSERDLYUAN KOPTELL: If we take what the
Coirptrollesr saild this moruing to be a fact, that
the World Yralds Center will thiow off $30 million
or ore =-

MR. TODIM:  Thewe is_debt.service before
you say thait, because it is a m2aningless sttement
witliont i,

LSSRABLYEIAT ROZITIL: T am only taelkiag -what

-~
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Let r2 tusn froa that for a moaznt, becauzg
I think I have established what T belicve to be
point, but let w2 tuca to a move general question of
the covennnt that is in your -- the States' covenant,

cud can you tell mo of any other Authority that has

evtale puojects, a covonsut that states that it

thzwa cre 2ll aowics of limitations in the covenants
avl ol Avilwoliina concemming vavious things.

ASSII I KOPRELL: Do you kncw whether --

BXe wWONAY: Ynat statuce is dealing with

rac

—-

that pariizculny problen, and it was set up so t
you could s21l1 a bond, end without tha covenant, I
1 thith vag the view that we just gave
you, anl you coulda't have sold a bond for the PATH
syctien ox ~§yuh’": clse without that specilal limita-
tion.

ASS:MBLYICNT KOPPELL: But there are many

.

otiicws tnzi a bwond -~ well, public Authorities with

Lo tly -0t tel vumposces that could engsage in mass

-~
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troanporiai
L, TORIN: Yes, all of them supporced by
(4]

the taxing powers, all ol thon, The San Fraucilgud

3ay AutlLiocdiiy, which is doing a wmagnificeni job, is
presznitly supported by the taxing power of thz Day
solitean Trangportation Authority is

avea., Tne lieLno

xpressly supporied by all of the taxing power of

The Trarmgit Authority of the City of Izw
Yoult ig suppowicd by the tauning pover of the State

T New Yowk. I down't know of one -- the Chicagzo one,
and the Doston area, and 1 dou't kiow of o-e sinzle
such agency ¢hat dsn't either supported by the
taxing poser of thz State -« well, give the Touw
Authority the backing of that power, and then you
can eliminate any limitations, and still sell futuwe
hoids

ASSTUBLYIAN KOPPELL: What do you mean
suppoxted by the taxing power? You don't mean the
full faith and credit of the State?

MR, TORIN: Yes, 1 do.

ASSEMBLYLIAN KO??ELL: You maan the bonds

are supporied by the full faith and credit of the-
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taie fu )l ol those diffeveac
MR. TODIN: Yes, they are.
ASSELIBLYIAN ROLPELL: In every Authority
cxeopt thie Pori Authority?
MR, TOBIN: That has to do with mass

tvansporiacion, and hog vesponsibility for mass

YONSDOLLATILOLL.

avdd Tuenzl Authocity?

MR, WOLTH: Mo, tho MYA,

ASSEBLVAIAN KOPPRLL: But the Triborough
Peidze cnd Teroal Anthoriiy dees a lot of froidges,
awl there wis vo falth and credits of the State?

MR, wOSTT: W2 ¢o a lot of bridges, and
oria, all of vhich support themselves

.
Goclin ourl adx

witlous eay such idaitation, and when you comz deowin

to tho quesiicw of a wass tvansit system, neither
Lore, cx du Uow York, or thz Port Authority, or in

San Yrovsisco, ow Chicaro, o Detroit, or ia Montr

or the bhosion amwaea, or any place that I know of cac

you Lulild it witlwout edther a limitation sucl. as
this, oxr th2 taxicy power of the State or tha City

~ ;,

in taeck of i,

oy

ASSERAT YA KOPPELY,:  The Triborough Bridze

2t
\-L-.«,



ASGRSTA I o tiv. Tobin, tho
Todborcuzn Dridze and Tunncl Anthorifty vas, uaicil

HERRNEN

1968, au inden

bonds, asz far as I Loocw, and thoere was wo 1li
in thoge boud covennats to my kuowledge, preve:
thaon Sron taldag over any iass troasit facilicd
if they worve nnndated by the Leygislature.

MR, TORTIN:  They weven't wandated by th
Tegislature, cud thzy coulda't binve taken oves

AN L\. nowvl so.xn ! l
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apeacy which sold a loo

covcerning the
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VSSMNTE AT WORPELL: T would sugzgest th
if you difa'e hove thoe coverant at all, end if it
were ellaivaiod, or noi there to bezgin with, and
the State asled, ow th? suggesticn cam2 up thot t

Po=t Antio

.
sation

-x

trans

‘J

20w

the Covoriaors

1,
o

you able to

IIP\ .

0.

o]
TN

wouid L2

TODTI:

facility,

the Stat

ag

cenee

211 the

n2 bonds, and -~

t

&)

They were, and expre
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AN ROTPRLL: What

-

I

over a mass

wie2d as you, that
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poiul is
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and wharther 1t
fivovsinl ¢can

trying to awvive

aonelty, and that 1is

aril I thinl voe

e
ac,

sc..xbhing not et and I
e would ot be concernzd, but the

CO% 21NN

-
.
(2%

is overly-restrictive,

65}

puoraevly kayed to the proper

vhat I am trying to

aithzr the Governors nov the

Legialaninvee nor 211l of tho investrnent banlaxs that
conzidosed thai at that giae, in considering this --

ASSIHNTNIAN TOPDELL: Just a minuce. Let
n2 oscovo Chat the Legislature mandated thac all

suwnlogs Dnnds, swveplue Juds in armounts in addition
i NP NI Ay Sy oy e e et o «r - s qe

to thooe regolr2d o ofarating esnpenses, and debi

scuvice, and neeegsovy reosesves, that all such

e LA, I
SULgLUﬁ Lunusg
""’" - e
CL L4

I\Tn
FES Y

uncoastitucil
MR.

and MNzw Jersey

L2

TORTH:

and pledoed divectly to the

tuinod over to mass transportation,

Tt would be unconstitutional.
T ROPPELL: Way would it be

Decause the States of lew Yor:
have pledzed that

they would not do

bondhoi lers.

ar
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WSOFVALYMAN RULs i L D0 v proviant Ut
ve would have safegua-ds auwd veoorves for bood
holduors, why would such legislation be - let ugs
leave the poini of urconstitutionality aslde, zad
way wvould it not bz to the public interest?
e
sold PYoui
pledaes, tons
Lhn“ WO 11’.:“‘,’23 3.7 v\"l"’d Iﬂl S |
YOUREN N Thoy regerve fund vz
voutd pal
XL, W Ll din 1962 on the pledsos than
w2 awve tollkloy oiong, znd L€ you twied to devojaie
from that ploize ao that I doa't belicve that

and malnind
priozity

undear ol

77
Ll

sell apoihnr Poxit Authority boud,

TIT SINAA Y

ASSINTTVMAL T0PYLLI,: Is it not true thac
ae3oagn wunn e HOA weas eweated that hol
the Togilslatuwe of the State did,

urplus funds from the

voidge end tuanel Authority be turnad over
P PRI IR T - S . o 8 LA - - A
cadn coulitions to the MNaw York City Transit
I, 20hi: Yes, and they told thzw, the
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ivd, that thoe vhole vesouzces of the State of iizy
1t voere back of those bonds.

Yot il gwoc

ASSHNLYUAL ROPPETIL: Back of the Triboxouzh

M, TO8IN: ot btock of the Triborouzh Loi’:

. - . e U O e Ve -1y A (Ve - >
bui Lack of thoe LA bovds, and the Tribsrough ic jus:

TR TA Y vy O oy P -3 v A
LSSTT ANHNIT TOPFGIL: Thowe are Tribomough

o35 outnoondion, eut vhat Y oam tuying to say i
Chot dun 1008 legi~denicon, the Cribovough was told
‘e 1Ay T ] ) v £o4- -
to transfer cursplus fuads in euncess of the rescrves -

MR, WONIT: ¥F thoey got the coasent of tlhwe

a nminuse, in this area =--

'xcuse nz, but let us have
the questions cud 2usters betwcen the Assemblynman
I, Wobin, and in turn, you may have an
caln, end you are not on the witness
stend and Ifv. Tobin is. Tnis is the procedure, and
that is thie way it should b2 run.

ASSUIINTNMAL HOPVELL: Thank you. Noor, they
got: the conseni of th2 bondholders, and they had to

P

pay @ quatier ofl a poreent, and do you think that

-
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Vas 0ol Linhio ol bond,
21 .'i P IS
f Y F B
will 1).-(_-.,\)‘.

thomou "’:1 Do
I RKOOVELY s A 48 we providod
tire oullug movonues dn exzess of those reguivel
Lo oo, Ll woars b2 ougnd Yor mngs twansLosin
tiov, £ @1 moosoortoy fo o you thai the interaut of
tiie bontinllols would prejudicad,

cenzered on thz issus in that case.

quastions,  Toa veporit issued by the Fiwst MNationzl
City nank, wiich probably owns a lot of your bonds,

and wirich s wot wotad for its radicalizm, theoy say
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tihat oa goal cnwvilsloned ig to improve the maous

transtt oed it dvwolves a lot of presenger and public

2d they say that tho transportation

R R T P PR 1 .
ranadalios gunanss L &ppro
dd &

wiateness of Impostiyg
.

- - . - " -y o - .- s v - R TR
i voe o Liglunys and wiver circssings, so0metiiiag
Liteo Crn, ALl 4T ray Do eupected that son:

1-:- e '(«, iy e PR SN ‘---u-~ ,?- e T < X o) .y 1’- e o 1‘-‘.‘;
I8 0208 CO Ti705 CUoangh eC2und &3 a resulc o0 suea

A

S0 wovertes Lo nnss transii uns,

wnjor i cud thewe are two najor
polocy quasticns voler hat,

Th2 i in theo we should try, in tewms
of volnl voaes Lenospovicidon plouning, to divez:s
pagncnsn traffic eway from the bridﬁ?s,

e pacnle cut of those cars, and put then
on razs Gwaasis Toellinics, and the second is that

wo should uge cun autenshilla facilities, the rubbos
focilitines, to svholdine the raill facilitcies, and

do you aswed winth thoss ©wo uinderlying policy

(‘:’{)J : 37
0, TN Wall, T bave covered them, I

.

sy oAb ormjor Ieooet nrobably would Le tlie twonsles
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think, v.oibior corndetely fn my giatomont., There is
really a cowiain dojpree of twaifiic that cowrs into

New Vol czwoss ouw bridzes and tunnzls in thz oy

th
-

of comwator teallin, Actually it is about 20 pevconie-
80 prusent: of tho conmuviers that conz into the city

SR N T KIEO | I | - 1 .1 e T e .
CGD 3L OVl C.‘,t.y S 5)’..-.] a5 anna tne TJ.lL).()f‘J'.’J.‘fl

bridgos,

ASSHUINT AL LOPTEIL: T come dowin the liesc

cowz fwon ¥hw Jewsay, énd ¥ odon't thiank that thzi is

PP - . P ST =* " RIS I -1 - o -
a prehicon Chiane. T othink thas -- I can't accept

oy truzls ow othw: ceorwvices, Actually three-quarienrs

of the traliic on tlh2 sureels of Manhattan are

n the way of the Port

(p]

Authiority's faeililies, and bringing this 140,C00
people a day, and PAYI bringing ia 250,000 peorle
by buz, and briuzging in others by vehicles, I think
that thls is a voery balanced system, and as I have

indicated to you, that all of the revenues from all



o ihe oihor Inelliting ave pooled,

Thoy,ave in one gystem and if you want to
paraphase it, it is not the way it happens, but é
reasonable pamnphwase, the penny surpluses from the

< .
i
\

tunnels and buidges are picking up the immense

v J

dofiedits Lronm PAVIL, We are cdoing, as far as
balavced twanspoviation goes, and I have mada

spacciies on balarced trausportation, itself, and

L s DR N R L SR, .|
ve ave dolingy just whnt the irst lNational City Baok
veport salad,

LASSELTLVIAN OPRELY,: I will point out
that the Davl poinis out specifically that tolls
frem dt bave boow stable for vhirty years,. and
the Port z‘;u-::?,v:c: ty's Indoon evozsing was 50 cents
at the tine thz suvbuwaey faves were just a nickel,
and new subig sxes cost six times as mch, while
the tumaels or biidzes are the same. Peak hour
tralific is encouragzed by a 50 percent reduction
in price on cormiation tickets.

Non,.this is the point of.the First
National City Dank, and you, youwrself, poir: out

in answesr to llv. Landes' question that $70 million

xo1?d be waised by doubling the tolls, and that



you coult wot, w

_— 1 SR P R s T
vould nol subisLomis

Lally decveage
2 a substoausial pool of iscooy, 1t seems Lo g
fow mags twonsls or other fecilitles,

MR, ©CODTT: 3 also poiunted out that T hive

7, and I have pointed cut tha:

1t ds oppoood by every public official that is du
-~ . PR T - R i 4 .
any way consone:d with chat tealfic, end th ave

the two States, and

RIny 0pPHesa e Gowas
tho plain oot do that 17 you dida't double the tolls,
it covdd v go unldew Shn law, the wass transic,

pretty far soun theoouy,

Ll

-
i

2DEii, e That is not coicplete

-
o
Cirve gz you pofon ouh dil wour cun statemanl that

could use thosze

thege facilitlien?

LR, on: 1 never said that. It caa't b=,

&)
o]
-

oYL Eit,: e that notb

o]
o
ot
l'b‘

M. WohIls We could ugse them for
facilivi-o gunnowied by the Ceueral Reserve Fund, buk
2w the law ard the constitution,
use thew fov iwnsy trapsilt facilities.

ASG LTI RORPELY: Even if we said, as tlv

w2 would nnke up the de
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oL Dvewn LT you sald you would
walte up thope -- no, walt a2 minute, that is a

toially diif

RPN
Conl o guzsiion.

AS¢ MAW LOPPEIAL: Duk we could use thos2

moiiies under cowiain civeunciances eveu with the
coveaant, and thait $70 willion theoretically ~-~well,

the §$70 millio. that could bo raised by doubling

the tolls, and we could under certain circunstaaces,

o, TOLIW: vhe Cuciymaa hing sald that if
the Logislatuse would agree that the State of New
York and Mow Jowrszy would pick up all Por: uuthority
acficits, ond thowe awe a lot of them --

T NP T T YD TIINE Y . g : . 4 T R
LSELITN AT ROPZELYL: Dut turning to otliers,

hiis covenant facing us, which may or

n
=N
-
5
]
-
[
p—
—

{

(\.
(8}
~
[

not be impregneble, I look for amnother thing related
to the bouelfit mf.the City, and one of the things

is that neow passeng2r texminal on thz Hudson, along
with a pwoposed exzhibition center.

lowr, how much of the Port Authority's
money is goinz to go into that terminal?

TR, TOn:  $% million.

ASOELIIIGIAL TOR)ELL s And how uch i3 in
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gpolug to cost?
Lit, wosiil: 830 willion.

ASELTILYMALN FOrURiL e Uell, why, with the

City Liziug in 4o finuocdial styaits it is, why
couldn't the Pcri Authoriity finance the total cost?

M, wOnIW: Yo ave, iu effect, doing that

[

by enterirz inco an aguecoment with the City in vhich

b

“
]

we vill repoy this

e

Lr>
(5% ]
()
i

111130 over the 20 years.
ASSTUDTVIIAN 0TPET L Bui the City's capiiel
bud ~t fg foxed breavee of tho amount involved,
R, 2WO3IN:  They Lave an azreemenit to repay

. 7 AN - - o i ' - B ) - S 2. - KA.
over 20 yooaws, onl it dozgu't cost the Citv a dinz.

0P, Would you be willing

W}

to rake o gind ith wespeet to the
Covwention Conte?

MR, TOLIN: liayor Liundsay has nover asked

me to, ard T vould hove serious problems in that with

[

L
-4

my suveriovs in th2 Legislature of the State o

Jevcey 1€ ¥ ever thoughi to get into that, to sy

ﬁot};,:i.;.ag of the Coveraow oif INow Jersey.
ASSEUNTYCA ROZPELL e But -~

ASSENLILNIAN LAIDES: The

-t

Jorld Trade Center,

vhicli is located, ard I am not sure that we would
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hove hind that dn Movw Jersey but is a project thnt
L et the Stotc 21¢<l goma liar stnices
Jasd o whal .)LL.l.C‘, a1t somoe okhizr stalce.
-~ i o Triaae = - e Y . - " L4
I an from Bronvst Cuurty, Mr, Toblu, and ¥

P R K P R K 1. 1, - . r~ LI T4 m m
an very dntoceasted dn the dovelopments of the Huocos

Point Terminal Faciliiy. Have you ever explored

e
e
ke

o]
i
W]

I § ] I P TR K] K
vith thn Cilty the poosils sting in that

n
P,
enaed i un?

IR, TOWIM: No, we did a lot of work with

tite Ciny, aud i ©innlly led to the developront of
2.1 T \te . et 0 e T R, 1. -9 gy ~ T

N2 Hitilg Ypoinn Yeraadgl an tno Wway 0oL eCOonGale
researcehn, ond things like that. Dut the City als

intend~d, with a purpose to go forward with that
on thziyv oun, and that ia whac they did. They

ASSELDILYAN TODEELIL: T would like to state
that wy quosiions and my pacticipation in the

n 3 4

sowaay are intended in a

lavsuic broughit yes

constiuctive vain, and I thiuk that the Port
Authoirity has dona a superb job on many of its

facilit

tate

s, and made a trenmendous contribution te

the mztwopolitan area on tha Port district, but I

-

thiok tlzie hins boon a needless fear of getting

involved in m2oss tronsportation, and excess
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0

PO S I S U |
COnuneLvasism i thav vogianrd.,

Now, T thin't thnn the Port Authorisy shou’r
chnuze ics outledly, aud wathor than resistivg, got
involved in the mass transportation projects, rnd
not just gob iuwvolved in these other things, and

soren of technileal ob§>"ions to suzh
iwvolvemeat end try o vork in every way possilioe
to free iigeld for woanirgful and massive pariticipa-
tion, bicause Y thiut it bhans the capabilitics in
wascs tranoporiation projects, and this ds what T hope
will Do tho effort, and 4f 1t means changing the
logislntion, if 18 woeads rodifying the corenants,

I thin it should be you that is looking for woys

to rodify thou covennu’, consilstont with the

securify o the bonduolders, to be sure, rather

ication,

r
L

rejeoct cvery suggastion foy such nodi
I thinlt that you should sit dowa in as
short a tiwm2 as posaible, both with the legislatoxs
and repirecsentatives of th2 financial cownunity to
100 into ways of wmodifyiny this covenant which you
say does not permit the diversion of fuuds, aad I
r

poeing out the fuads that Mr. Levitt sald vewe

¢, and tho $70 million that could be raized

-
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Iy the vaicsing of &

A

rhe tolls.

Thoss are the fuads thet should go in the
majn foo wass teonspactation, and T would hope thiat
you would work vich us, oud thon we vouldn't be
forcod iu o a positlen of working against you,
YWeapryiea ¥ .1 2V ey S IR A N s I . t Tyt
beeconsz I oghink you could male a unique contribucion

. e AR TSNP S o, ») .
Lo MIass té." “?\.,‘A-‘L:.X.Lz.L,.l.O“-.’l L tne area,

ASSECRINGAN PITER TT0AS: T am just a poow

ryneld,

YOS THOMAG: Could you not, and

viica T ogay you, the Pori Authowxity, could tle Pout

11
(1

5!

pars
el
-
el

Auilority conlinmn to adl deficit facilities and
maiviain o finapcial bord revenue position so long as

the gia total of all that you do was profitable in

MR, TODIN: Ve are sezlf-supporting.
ASSEURLYLAY THOMAS: Yes, but could yra noi

continuz to add irdividunl facilitiocs that in then-

$ a g

L ba a deficit-type facility, so long as

. -
you rniantsodn an ovzenll servien?
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ML TOnIt: Well, all of ouw projociin,
new projects, Asseublymau, many of thiem are wargivad,
and we hopo we can make them go, They are nrot
hopeless, in cthoeir words. Th extension to tihi: bus
terminal, I would congider not only very mavginnl,

but I think thnt it will losce money if congiderad

Vel

by iiseld, bLut the poiut of your question is thatc

it should not be coasidered by itself, and it is not

being coanldered by dtancli.
LSSEIAT 1AS : You don't rejeck
considewing a facility because it isa't going to

make mouey?
MR, TODYN: o, wot at all.
ASSTLINTLYRIAN WHDMIAS: T gather from what

has been said howe teday thot not only has a

0

decision been made to have a direct rail accees to

Newarlk aivport, but it is under construction, is

MR, TOBIl: Par t of it is under
constyuction, but the decision has nctbeen m=de,
not to th2 extent that if Governor Cahill said to
1ich he mighit say to us, "™We don't like that

perticular approach to it," that would be the e-d
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. e P Vi SR I} PTOR B
of it, ond ve voula hrve to work wiihh sometliic
else,

ACSENATNITA TUNUAS: Tiat is where you loz»

w2, Is theoie a w23l conuootion from Newark

ke

MR, wONTs Thewe s the terwminals -- tho
conagtintion, th? cocar2ie consivuetion going iuto

a2 vewy lavge caoun® of hundreds and hundreds of

) : - ; P TS PP SR S R TR
thouvsanla of Collawe for €y Statilons in each one

S S DR B gty e eam o N
O COT Chuia iy Coosuzn A Lgl.{."., 01 Ou Ll" v ty e
&ty e oy, e €170 o .,,.l” .\‘ 1 o A * G
KREXW SN AL TR NNER I IR VRSV N (12 recotiations are going

v Peunt Cewtal Reilroad for a1

Scation o Socrueus.
F TR TR Rl SR STTON T A ] | ey 8=
ASHVL LYY WIGHIAS:s T don' t waut to

intewrupl, and you ave not answering what I want to

knios.

K

s being deo

O]
tde

6]
-t
L
[P
QA
.

you make a
decision, theoic you £ind out how to do it, and there
way be sovoral ways of accomplichivg an end result

i havy you mads a dzcision to put a rail spur froo
Mawari Adlvpoc into Mewark?

MR, TOBTI: We made the strongest
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a decision been made?
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not

It haz not bgzen built,

angyerd reigs
o g 2.
€Reanc

11”’\‘:‘1\':‘

Liv

MR, TOLIN:
mada thzio this fo thoe
woving fowrunrd on th

has 1ot beoe
aCCLss

tell 2 th

MR.

be dove,
To that e
judznent,
apandleyg

decisiai,

o

stent,

porve and the Cluy?

LanuR

to

e

(W §)

VNI Btatate)

at I

TORTH:

that

Kod S . 4
17 38 dig @

[EX NS

a covvect

roat. o
| R

to Newvark Aivpont

is the w

YoCChuneata

.
asLs

NV TA T .
Ciis 00 o

el or
? If
Is that

ono?

Assgenblynan,

vay to do ik,

tnitil he

Thoa the

anid we

dec

to build a railvoend connection bﬁrvo n the

iation has been

-y

ai’e

stops us,

~lgion

coustyuct a rail

we

(904

diit wrong

have,

¢y to proceed.

could be

Cr

have recomanzrded that

atud

you

an incorrect

in our

Ve ar:

money alons that line to do it, but

-n

(O2R Irey

rovelind

and we arve moving forward along that course,

=t
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any time by th> Covernor o whom we are respoasibl:

ASSEMDLYLIAIT TUOMAS:  Mr. Tobin, are you
walting on scae persoa or group or agency to toll
you to go ahwod and puild it?

M2, “OBIN: No, bocause we have power to
do it.

ASSEMGILYUAN THOMAS: Who did you malke &l

recomoandation o, the Goverinor?

Lor
hiw to tell you to go ahead anl buy it, is that
all that is stauding in cue way?

MR, 7051: lie hasn't told us not to.

ASHLL ULVAIA THOMAS: Have you gotten an
armfivwative decisicn -- you said you made a
recocn2ndacion, and -

MR. TOBIN: Mr. Falvey raises a question
as to whather or not we could actually connect it
out McClelland Streei wituout legislation, and we
nay be back to you for that

ASSEMBLYHAN THOMAS: Again, that doesn

ansiieir the question. 1€ you made a decision to do
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.«
1

plich it, ~nd have you decid

accowp

2d thait you wani to
do it, avd we will work out the ways to do it, and if
you need legisianive help, we will be delighbied to do
it?

MR, TOBIN: Wo mny be calling on you,

P \ - - oy - . g PR 3 1. . ) P - Y. & or.
beozause T hove vecc, woaded o the Doard that wo du in

and the Yoand is roving along in that direction.
ASOINATYIIAT THOMAS: X grant you that you

2 the vocorwandaticy foir a rail cornmection

. B Y N N - > .n eyt
to LNewara H2.0P0G, co YOouy Loawa?

ASGEDUYIUAN WCEAS:  And your Boawrd has it

MR, TODIM: Mo, we have done more than that.

They have Japlownenicd thait reccommendation in the cos2
of the coastrustion off the tevininels, and retaining
thz Kaisew Coompany, and in the case of our negotiats
with the ImﬁlG}anH“'. In all three phases of this
they ave vory intimately familiar, and we have
discuased it at lengih at the Board meetings.
ASSEWDLYAN THCGUAS: Heve they adoptald wha

we undonstand ave the famous minutes, the minutes

wiich have to be se2ut to the Governor of each State,
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ad they hove ten days to say aye or nay?
MR. TO5LIN: No, they have adopted the

> Kaiser Company, which is,

¥
4

[aiad

resolution cinocring t
for this purroce, -- just a second ~- I guess I have
good fix on this now: The Kailser resslutioa was,

this h=as bevu veconconviad by our Conalttee to the
cho Board concurs in the Committee
recovnandations, it will be adopted by the Board at
the meeling noeh Thuasod

ny, and then will go to the

Govoraos. If will be on the Covernors' desks for

ih
e

ten days. I the Covernors veto that, that is the
end, aad ¢hoa the decision is no,
1

£ the Covernows don't vete it, then they

have affimasiively consuwred in it, but he has not

ASSTUBLIIAN TECHAS: T gathex that --
MR, TORIM: You also remomber that every
step of this, I an talking to Coumissioner Xohl, who

is thz Governoxr's speceially designated liaison

l‘“‘1

officer with the Powxt Authority.
ASSTUBLYIIAN TEOMAS: T gather that wext

reall your Rocud i goivy to submit to th2 Governors

a propozal of @ way to c¢ffect a rail transporiat.on
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. I BN 3 s X1 NPT I - . mmn e K - . o LR S
cormocoion with Mewarl adlrpoce, is that righo?

: IRV TN TN UL S e
ASSy U BLYEIAN 1YI0MAS: 1o taal a coricet
statenoni?

MR, TORIN: Yes.

option of not decilding the phllosophical questien

of whetuoi theve should be one, but accepting or

h

ectiing thie pavticular proposal for a tyna o

re

e

connesiion?

MR, TORYE:  That is coxrrect.

ASSHILYMAN 1H0AS e And whon will it be
given to the Covexnor? Uhen is the Beoard's next

moetdin?

MR, TOBRIW: Well, let's put it just the

way it happeas. The Board's Committes has recouwmerd-

ed this to the Doawd, and sow2 time in the early
ays of next week I will be discussing this with

ten

Sde
v

Coraissicner Kohl, and I will say, '"Joe, this

is going to be on the agenda. 1Is it raising ary

8]

policy questions

1f he says it does, the recomrcendation of the

Corwittea will not even go to the Board., If hz says

s far as the Governor is cc.cerned

e



it dooo woit, then it will go to the Board. So thoi

will bo vo wveto, brcause in eithor way, 1f the

2

"y Atuy v ey te R 2 TA - oy 4 S o
Deparcacal of Teausportation ol

Iow Jecsey says
they awe agaiusi i, the Doard, obviously, would

not act beeavse it vould beo a useless thing Lo do.

VAN TIEOWAS: - Suppose some
Cownlsaionny sald that be dida't like this vay of
doing i, Mr. Tobin, and he said to do it X way?
o

Mo w2 will consider X way.

agwee, and we will discuss

Is there eny way the

you cau tell o we can tell you to do something

affizintively?
MR, TORIil: You have, £ or 50 years.
\OQHLIBLYIAN Ti0rAS: I noticed that that
ctatcmzni in bere =-

1

CUATRVAN KWLLY: When one of these

gentleiza puts a bill declaying that the route
should be a ceriain wvay, and if it is passed =ad
sign2od by the Goverror, would you have to otey it?

MR, LOBTY: Mo, it would have to be signe

cxe M A~ ?~nent, S ey e .~
by tew York State aud --

3o
.

ad
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CUATIAY Reiy(0: Josvans bolh woeles

[

did it?

MR, TORIN: Also ¢ho Comalssicrnnews, 1T thzr

decided that sonsihdvg was uncconomical and unoouad,

O

and uttevly iviproper to do, they are under no

curnulaion to

CHATUDWIAN Wi V: Comaissionzr Kohl, in auy

evont, he can put the fioser on that type of thin
and it siops?
FR. 1030 That ds the end of ik,

say it must cowme to Mo Yowk, and if we pass it and
evewyvody signs in, thot is the way it will be, is

MR. TODIN: o, the Conmissionzrs of the

Al

cide

ively d
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if they want to do it. If they decided that t'.

v
<

should noz do it, and it was an improper thi.g to
do and an ursound thing to do, tiey must then take

the risk of erplaininz themselves to the CGovernor,
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L

thie Covornor.

:.x
Vo
r‘:
o]
g

They arve raspuns
CHAXRUAN 7LLY: DBut if both States passzd

the bill ard it was signed by the Governors, aven'i

you thmi weaulved to go ahead and build that spur

the way they waant it?

MR, TORTM: Y thiuk it is within th? covennat

CHAx: AT Ud7.80ii: T would say that if the
Covernoys of Loth States, if the Comnmissionscvs are
annoiniad by the Governors, and if the Commicsion

dnes not followr what the Governors wanted -- well,

CHAYRIAN 1017 LY: I have asked a question that
was not coxmpleied,
MR. T0BIN: Then the Commissioner would

t ig sowzthinz that the Governor has asked them

O

f=te

say
to do, e:d 1 don't lasw of anything in 50 years that
the Governors have asked which is bad, and if
Cornissionzrs felt, they felt it was unsound and
uncconomie, they would not take the responsibility

because thoy have a responsibility that any divective



of any public eogencics ow public off

(5]
havz, and they might --

Qe
Py FRR ,'

CLVUIAN TEOUAS: But the statesinn you
nade on pape 10, the criiical point is thet it ic

the legislatuces, aal it is not the Port Authority,

27y
LI | PR Y . T SRR R wn ity e e o e .
vhieh decidos ¢k Pori Authoxity prograam is cuilizly

-

meorrecty

MR, TOBIN: (¢ is not incorrect, becavso
thoy have 1o powar to do anyihing that you haven't
auiiovinsd, Th2ue s a0 power to do anyitbhin
sozvar that you haveu't authorized.

.

SEUATOR RIVALDO: 1 want to expeund on thai,

You are tellizz e, aud your group has opposed many
ol wy bills, you ave eavipg thato 1f the Leglislature

the State of lew York, both passed identical bills,
and the bills are signed into law by the Goveirnor,
and they awended the very chazter or the very law
thai you operate unidcr, that your Deard would defy
that and say thﬂt you don't have to do it anyw:y?

MR. WODIN: I am not saying that. EJ; I

wvill give you & concrete illustration of what you

arce tallidvz about.
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statutes were passed in both

Yo
[
-
)

n 1227,

K

States, and the Lezislatuve authorizedius to go

forward on scwething called an underground electric
fredcut vailway system between New York and New

Jerssy. As tine moved along, year after year, after
a couple of yoars, this thing which had BO“d the
brafuzhild of the Cornilssion which precedéd the Por
Authio:ity, boceowe obviously uneconomic, and unsound,
and aboolutely no irtellilgent égency would have done
it uvnder thooe chanzing times, and they never did it,
aluhoush 1t was the law of both States, and it is the

lav of both States today, and it has never Lecen
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of thie Port Authority's conception of a belt railroad
systen around the Port of New York, and it was felt
not to be any lorzer feagible?

MR, TOBIN: That is vight, at a certsin
time. Times chanze, and the trucks -- the actomotise
trucil come into being st the end of the horse trade

’ _

an? the thinzs bocan? unsound and upaconomic, and

O3

P
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wesoskebhle, ond evenybody fergon ik,

ASEOVILYVIAT wUDsiaS: Well, Jdc loolo 1l
wa arce back o that point egain, and that is whol
w2 awe talki.z aboul.

M, TODIU:  Arl din the variouvs repowvis

ry ooy A P S Aoy te A geds®y mont e N B e e | $a e
ot iz Dost Autenrity sulailiicd to Lo Lesis-

~
[
P
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lature over the susceoding yoawre, it boeowe
. .~ d - ~ e . o1
vecceoaoaie and that vas said,

to & 1.

. : P R . e . - e 8 .
rode o consbyuch o ey wwdenvaler tuanel?

MR, 10BAM: Mo

A.xfd‘(m' 3l ‘v}ut is bo’l

o
u
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ME., TORIM:  Wacldier orx not it is feacs
arl econcmic and sound, but whether or not thoe
trate offices of the pecople who use it ave sound
and every phase of a terrifically complicated
subjcet has to Le cons idefcd.

ASSTUIBLYLIALT TROMAS:  But whether or ot
it is sound f{rom a financial standpoint is .ot the

.

criieria that says you will

3 ”
4
.

go ahcad with it

IR, TOBIN: No, financilally sound



consiloricy that Lo ds a goveinmenktal faedlity end

S
ve have to cousider the Federal and State funds oirl

otlticr gsupport fuads, aad all of thein together.

Fd

ASSILDTYAIAN Ti0MAS:  Are you then telling
m2 that you are going to ¢onsilder it if there is

]

eaotgn outside Tundivy to pay for it?

MR, TCBIN: If the project as a whole can
be supporied, including outside funding and the
propar authowity.

ASSTUOLVIAN TEOAS: Aren't you telling me

ln

L

n a difi

e

event way that you ave looking for it to
make roa2y?

M2, TODiN: 7 am looking for it to be

seli-sup oviing.,
ASSHMDLYMAN TIOMAS: But that is not the

critevia tihon that you told m2 earlier, upon which
ynu decide to go ahead with a project?

MR, TOBIN: Mo, I told you earlier that
self-support is not necessarily the only thing, but
it must be brought in with the financial'respOWSi-
bility within the whole group, everythiné theac the
Port Authority hag, and it must not impalr the

credit of the whole orgonization, and it must be

-~
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SOEMDTNEIN TILMAS e when T take 18 Lot

if your studics detevaine that a new Lunuz

-1 e it g e £ T e g EEPRY i
taz Pe LRGNy 9 ¢ .La.{,. (@i T.\.c'.‘.’.f)kh.‘.&. LatLon and thiz Porte

) 1 L G *o. By e e . i s S I PO
Aucho ity Czrdde Chob Lotueen FPedexral fundio s O idl Lo

thnt din can'it be supix

T don't thinl we would go ahead with it, and ineclu

o 850 miilion, and do you,

ttia 1zoiolatuares

with mass twensit facilities in both States today.
AN THOMAS: Then, the ultiuate

critevia will not b2 on whather it makes ov loges

]

rorey, buit how wwuch it will lose. The ultinatn

criteria will not be just whathay it makes rney or

*

® o 2 .« . . '
loses it, is that covrecit?

tis Vhether o not from all of tho
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~

souwrees iU ean poy fow dtseld, or whether the
eodoloanures vont to puc furicher resources at the
ceney that is going to be involvad
in i1t, to suppowi it.

ASSTMUIYIAN TECWAS: 1 undexrstood you to tell

me in the first sewies of questioas that even thougzn

a pacticular fnellity nay be a deficit operation,

youw revenuz boud situation would be attractive to

the public as leng as the overali, the overall Port

MR, TOB3EIN: That is corrvect.
ASSII L VAN THOMAS: Then that same formula.
vould apply to this fuanel?
MR, E00¥T: That is corroct.
ASSENBI VAL THOMAS: Do you have somz2 figuwes
"

on vhat the railwroad spur to the Airport would cost?

MR, TOBIN: Yes, we have given then to

e

Senator Del Tuifo.

ASSEMILYVAN TIMIAS: He is asking the
quastion through mz. What is the figure? 1Is th:ire
somz revised plan with new figures?

SENAYOR DEZL TUFo : The plan that you are

submitving, what is that cost?
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Acain, a listle diffevent topic, but orc

viaieh is done to ny henwi: Ave you, at the pxesont
tiwe, ectivoely coaszideoriuz a specific loczclion fow
a fouxth Jetpowt?

MR, TOLIM: Mo, no cnusideratlon is
given at all,

ASSTLIDTYEAN THILIAS: Just one last

question, ow two guosiions: You indicated that the

-
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that cuggestion?
MR, TORIN: Always, and wralways have,

ASOIMIYIINT WUIAS Y T osecm to huve vewy

litidle coutact uith the Pori Authoriity, excepi &

nic2 booklat which I get each year.
MR, YOni:  Doea't you coma2 on ths ool

[p]

ASSEMAL YA THOVMAS: T made thal fiour oo

Oun2 otticy question, and I assurse you L)
this ds the loct questicw:  loo does the Vol Tuo iz
Ceuitew hely mase twannnoriation in the metropolitan

Poct:. 1 said beflere thoi you must have to fiud rouwae
than just a way Zoir a f21low to get to work, aud you
wust £ind work for hin, and the fundamental woxk of
this Port area is the cawgoes that move through tha
Pori, and cmploy, as I ¢ald, mmny of the working
people in the Port.

Now, thﬂ_whole purpose, the entive purposc
and the siuzle purposce of tha Trade Center isto

o“ .

proxote thot econcay, aird to do all of the thinos

L.
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thas Loy togentow dnooee geeat complest, wiih
cveny type of noduera conmtindeation, all of the
the custoew brolnrg and the foreign
depasirzing g of banks, and the transporgation
conpauies, tu do everyihing wo can te Bacilitaice
the gireat econony nod coreree that moves ocioss
the docls, ononny other places, of Elizabetl and
o function, and its entire

Ficwavin,  Thon ds 4

funcgirn 1o to -~ the bagie and ccounaic busiovnos

. 1 -, i PRy o R PR v b N . . Y EE -
Of i Port, ant tynfenliy dn 1oy Jeroey, bl

1

ronls edghth dn the nusber of the industries thav
acornren.  In Dow York, I think L
so o you howwe tens of thoucands of
worl=wn dn 1y Jeoraey, and all over New Jeivsey
depeniont on the flow of foreign conmerce thirough
tthig Poui,

low, that is its funclion, as far'as
those prople make roney enough and pay fares epough,
and taxoo enough ©o get wass transit, that is the
extenslon of the Yrade Center with 1t,

ASSTRINLYUAN VARTUSCELLO:  You stated you
ar> not able to op2rate a wasg transit cystem undor

e~

the speeiliz covonants that you are charged with?



ML, donTI 3 oeadd goat we hopzd ohing

will £ind woeys,

Y

ASSTAELYVAN [RTUSCELLO: You saild you
restricited?

MR, TODET: IU ds a limicacion than spoalks
for fis2lf, bLut our efforis bave been outlivea o .
and again.,

ASRFIBLYMAN MARTUSCEILC: I believe thari,
and T aw oazkivg you, you ace not now able to operaic
a wunss twens’h eyoston, s thal correct?

ML, T0OLaN:  We handle wmass trensii facitiie

l~‘

‘e

K4 € — . P, B e a
ies forr 400,000 pzorie zoirg across the Hudson Rive:

every day.  Bul you are aglivng about aaother and an
additicaal one,

CELLO: Do you think it
is a respoasiblliny of an egency, a quasi-goverameni-

al agency to bulld this World Yrade Center and

develop 250,000 jobs, and duwp them into an area

f'\)

vhere pecple have to wely on mass transit, coming
and going, and put them into a system that is
already overcicidad, and to forece this on the systen
vithout knowirg fully what is going to happen, and

(%4

not kuowing anythiuzy abous 107



MR, Tosdir Iz diantu hoppen that way at
all., Tho City Transii: Cownissicn and the Planning
Cornigsion veni auica tike quszstiocn of mass transit,
and sexving ths Trade Cznter, and they both decided,
the Plarming Cormalibce wranimously repoited that there

ves no problen in handling the people that would work

the Trade Contey on the Clty's mass transit systen,
and the Transiz Authority weunt into it, and Mr.

Scxnlen, the Coraissioner of the Transit Autlority,

wiote a webpurt o thoe game elfecit. There ig no ared

off all of MNew Youl that has such a convergence of

of the Ciliy's sulrvay sysuews into that one place. Ve

h=ve two subrays moving straighe underneath the Trade

12 Hudson and Manbattan system under the

Trade Centow, a2ai &1L of thwe other City subways within

on2 block away, znd it has fantastic service, and the

ar.swer is no, the City studied it, and we studied it.
ASSTRIOLYUAN MARTUSCELLO: It is certainly

a questica of transportation, and phyeically you

canuct run wore than one train through an area at

ore time, I have been coming dewn here to wook since

I vent to school, and ycu can't ride thz sutways from

eighta, vhere I live, to the Bowliry Cui=2
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any worse
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- o o] g V18308 - 2T

got wonos TE you ue to buing in addiciol -1
L . . . e 2e I I R T UL P

Jonse  You o coulvg to govzrote adcditional wobs

G dlastash i

erere hr vieroo .
VOSILIALYUTAIT RISSD:: We awve making a

stuliy o the Povbors oad rivers and bays in the

,aud thie is really a

vual the Pore Autlisyity could do to Lelp

-

us clcan up thin eutive arex, as far as debris, and

evevyviontes that we could be concernzd with?

e ©
LR, T0LIM: . We have boen working veooy hovd

a



ou thag, auvdhove done Chie brunt of the work with

the Arny Dogincers, Moo Gitlman is hexe, and he has
(&} d

done thai worl, and he initiated it six ox eight

yoaws ago. Thowe ave appropriations and cousidaya-

tions moving to thoe Cougress on jt, and there is the

%

PO e T Y . .
cho iy Dnginseos,and so a great de

cowe on ity erd vo keep pluzging away undew

[ LS g

LRI NN

the present budzenary difificuliies, and the funls
for iv awe nolt Llowing as vapidly as we would lile
to szo tinnay Do,

It 1lg a treoemendously iwportant problen

1

for the Port crzea, and ouw cowlition of debris up

el et <35 T T e TR e T ate
cnd doua the Towt in act only a disgrace, but a

Ve ave wouwking hard, and have been fou
7y Years,
ASSELBLYVIAAN RUUSSO: We are going to have

anothiex lLearing in South Jew and wa would

r,'
0]
]
=

appreciate your cooperation.
R, TOIIN: UWe will be glad to have lir.

Gillian go down there and relate what is being dome

ASSZtIi'H‘,LYL_IAZE KOPPELY,: Do you have



1 e - e R BN PO - . te .. yona,
available For uvs a lici of the tenanis who hove

siged un for he World Tirade Coulex?

2L wenins Todon''t kuow whae that hos to

—t
[£98
H

do with macs trovanovicacion, and I don't know b

=

vants tha list, I will give you a list, and

. . e - - - n e ., nel -
gives the coures 2 lish befowve, and 1f you asli r.oe
KU . Y Theere fem et iy e S e LA *1
i thie cace, S Loz RO2mLnation Leofove Triol , Loniand

give you tho gmwe thino,

rat . N ey o eyt - . Kot o S PN - te
Taoie havoe [E3eteT) avious erfforts wans Co

- 2 e (3 o, P A el T SRy, . -
geo lists of Ceunmals, aud by vericus othoy inuuaola,
ard L owill give you the subnaitied list din thez othew

- R 1. N | g gy U -~ - Kot
lavsuic thol proendcd youvs, that give the type of

183C
you -~ T would be willing to enter into & stipulation
vith you that I would uge the list solely for

legislative puxposes. I wonder if under those circuwa-

stances you would be willing to give me a list with

CHATUMAN WRLLY: Aren't we going into the
lawsuit, aul thai is exactly what I =--

PPILL: Tt has nothing to do
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wiciho the Toweuio. Yo docegn € concorn cne Wexld
Trade Contow,

er e o s L et
LILT STeiCW: Mpn. Tobin, T thirk that

ve hove boon Giniig to glve you additional duties

T N e L4 r-d-!\". ke RN oy - -~
T would soy that it is o complinent, becaussz I

bl .

thinl wo have been zalliing in tevas of one of your

othaor people, ior. Ronan, and I think that we some-

. 1. [ R P~ B . \ . - oy L R
tiacs discuss whint dutien ve could taks away from hin,

..
Lo

LQUnsiug what we can give
Tothia) de is a vonderful tribute to &ll

L two-Siat e nmeeting.

therlk you, and T am suve that

the Conaiosionzwa thouls you, too.

-

ASSEHDLYEAL $3101: Now, I would agree with

[5v]

170, Kopo2ll thas thatMst is of the utmost importauc

to the Legisleturwe in this regawrd: I wanted tso know

state taxes in the

48]
[
[p]

&

kow wrany pzeple ave peaying rec
City cf Mew York today that are going into that
building and paying you reats end we will lose that?

MR, TON¥:  They pay full real estate tax,

full and curveul roal estete tax, and they are paid
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that, and I an pilzased co hear th U you cporate o &
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self-supporiting Loais, cspecially in Light ol th»

Leve booin fowmoy
to the City, while

P, IS S S 4 .1 -
ard iy idea ds {hat

is $1,100,000,070, which

. iy - o a e
VR, TOBIW: That is on bridges and tuonnels
£ -1 “yos
and all of the systeu.
AR A N7 "\v’ AT e - - PR S SR S
ABSELUILYMAL SMM0N: I am talking abouvs the

asscssed value thzait you hove, and you pay $2.5

millicn ingstead of the $060 million that you would

would noi exilzi,
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AGSENIDI N SUMON: Rui what about @
privaice corposaticn saying tnat you are taking our
jobs cuay Zuow ag?

MR, TODUI: The City rouldn't build theom.
I gave you the idea of the Brooklyn docks.

LOSQEMBTYMATL STHOH: Dui having built thew,
ard having an urbon erisis, and you are seli-
supporiing, and the City is losing $600 miliion &
yeay, don't vou think you ought to come to &
reovsaainainion of your tan postuve and you don't
think that the payuent of the full taxes would
youw azoasy as being self-supporting?

(]

S |

Cuid: Yes, I do.

[N
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ASSEUBLYIAN STHON: Self-supporting

DT concornin

key coince
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lie public works that cannot

pe douie by private interests, and thet are esseunrial

= Y

onies, oud if we don't do them, the airports and toe

docks , the City hLag to <o them, and as I pointed

¢s doing them throughout the

p
}J.

out here, the cit
country iose monzy, and have to contribute taxes

4
.EJ'—» .

it

to them, and of that basis, they wouldn't ex

ASTEBLYWAN STMCN: T follow that councept,
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buir € folliow Chin oo redayrovas Doindiale eoning
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obsorve firow cho ocher gucsilons thao he term
!
geli-susnorstng woy o0oap oL & puneiil to the State,

but whovety you voke e Tull loss of any loss in

0

youi bonde. Tor czampla, you have indicated that

you can'it o iuto vovlous functicns, that we waat

you to, becauvgr whiey ave noh sclf-supporting, aund
: ~sy 1o - K] fyew RPN o S R I T T NP S Sl AP P BN |
you can'tc poy Full tazes o the localities that nzed

ti:e money because you vwoutd nol be self-supporting,

T, B SRR S PSR BN e PO B
a1 ask 2SRRI Lo 2 laiineyy worl 1 thexre Ccnns

iR, 1ORTN:  With no problem. Ye cculd take
slon-systen, and the fire and the police

e T T I
Cx P& twente., MO I.U.OD.L-.‘-.H tl;'\;‘.ue.

[oXah S RSN IR ol .
Al.l .r';-('.';‘. YL_-JL\T lc.?-

01l Would you take over

running the City of IMow York on a contract basis?

)

But in all soriousness, 1f we can fre:z you

O gt - ate H e B N T N
of the need to be celf-supporting, and the oblizaiion
Loy Aany o - e wo 20 S - e . ¢ iy~
of vavins tancs, and then you can take toe moss
Cramngli proold ans o tnings we waanl to give vou,
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thewo wouiad bo no probleow cr dzoe of the bondooldora?
-

M., TODLN: There cnly would be a fecar of

breka, and voing of v furcher use to you.

o’

SESEUNTLYFAN STMOW: T will have a propousal

WD
O

that you will be ZIreev and have a wvider rang
activit:
In yvepard to the Wosld Trade Center, and
I am glad to fiad that it is paying taxes, and I am
pleased to find out thow the City Pleanning Comnicsion
felv thaio thorz would be no twansportation problems,
and they arxe out of thoir heads, but % come iIn in my

cer, and T don't ride Joe's trains, end there is a

vack-up now withovs the nliace that I ocecupy, and have
vou made provisions for che nroner parlkire Ffacd P
j [ S ER S SR e l LSOVASALOUE 0T walk L"]' . er Udaiy A ra ,.L tiecs

and have you wade syovisions for proper ramps So that

n

maybe that poriicular avea can be by-passed?

MR, LCLIN:  Ves, automobile ramps, and

2,000 areas ifcr parking space. There is parking space
for 2,000 cars, aand ramps to get there, and all cf

the gtrects arvound the Trzde Center are doubled

[
B

EEA e )

ASSEVDBILYMLN STd0W: And you feel 2,009

(]

-, s v 3o oy e SN, (N < S e - .
ing spots will acecmasdate and relisve the cougestion



for 211 of thoeo peonlod
M, MO8 Uell, not wichoul s0me woLcy.

O PR N R N M -
Sividnd:  There 1s mneea Loy taac

ANy Cars codny.,

AGSEITTN the buildings ave vot

being utilized wighit vew cod do you find any
praessineg governmenial need for the £ull use of
botl: towews at this time, 1T they were completed?
MR, TCBIN: Yes, we will be fully ozounizd
wvhaa they ave coapleucd, and thewve will be peopla

wanting to get in, Ve will not allow anyone im

thowe, unless he 1g in Vorld Trade. We have tucned

N

down Cremnendovs leason.
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al Kd hd N 2h Shdd et \ vy - - - e -
Lo BRI G Ame you already up to

full occupancy?

MR, TOBIW: o, we are noct yet.
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ASSIMDLYUAN SHd0: L am a sitt

i
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lator, and we have cvisis beyond transportation,

anl have you given any seirious thought to the idec
in the paper a week ago of temporarily using © aese
shelters fior pecople in meed of hcusing, that are

relocated, and pucting in some plumbicy
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are beiny relocated? I kaowe that is a funny quesiilon
My office is here,and maybe I have a vested interest
but T ask you that question in all good faith.

Mit., TOBIN: Mo, there is no thought on that.

ASSELIRLYMAN SGIOM:  And you den't intend
to do this?

M. TOBTN: Yes, that would be the correct
AUEW2L .

CHATIIATT WLLSON: IMx. Tobin, I have another
quesiion, It secss that the oaly check that the State

T Mew York and MewJewsey bhad is through the .

Governovs' veto powers. The way the law reads now
the Goveriors of the Stutes hove ten days in which
to study the niruites and to make the decisions.

Mow, in so.nn of your complex bond procasses
aud go Zoith, if the minuies ere delivered to the
Goverior on Friday, you have two weeks, or weekends
involved, and then you have a legal holiday.

Now, would you bz opposed, oxr would the
Pori of lew York Auchority be opposed if we were to .
pass legislation that says that the Governors 6f the
Staies have ten days in which to view the minutes,

excluding Sotusdays aed Sundays end holidays, so in
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twn ey e hiave o comprehensive lsok ac the
minutoes?

MR, TORIN: I4 the Governors wish thai,
yes,siv, whatever they wish,

CUAT. AN UTLSON: There would be no
opposition?

MR, TODIN: You get at scme point wherve
you freewc the action on that for a time, and you
say frow the public standpoini that might be good,
and wihen we arso doing things thall you want us to
do, this involises jobs, and the movement of coinarcce
in an gnca, and they den't wont to paralyze it fos
too long & period, but ian thet area if the Goverrors
wish, that is the end of tho discussioi,

CHATRVAY TIL.S0M: If they wanted to return
the minutes cooneir approved, they can do so. IF
they wanted to approve your minutes within two days,
do they have a right to do so?

MR, TOBIN: Yes. I will tell you what

>

they do from time to time, Assemblyman: They will
get in touch with me, and say, "I want furtcher time

to consider vhat you are doing,and would you hold

up action on this important item and give us more

-
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tiuwe," and wo held vp sction for whatever timz tho

i
Govornoyr says. 1 thowe is anything on 1t that

the stafd wanis Leld up, we do ic. .
WEUUIRLAE MARTUSCRLLO: I wanted to i

clavifly somcihinz:  You said the number of new

jot.s that way b counbng into the World Trade

Cenier way bz 530,000, but the increased traffic

£low that that facilivy creates will be 250,009

peonle a day, aosa that 1s wiat T was trying to byivy

ovi: to you?

MX. TOLIN: I don't kwmew. I can only give

you the nuiber of poople that work there
ASCIIITLYLAL UARTUSCELLO:  If you are

running a doctvacuting scorvice, &ou have that nmany

moie peoplo.
LR, TORIN: My guess is that in addition

to the 590,009 thnt work there, you will have

3,000 poeple that wiil come there each day. Ve

may be wrong, and you may be right. It may be

casily 120,000 people. ‘ :
CHAINIAN KELLY: Ve will stop now for

about 20 to 30 minutes for Juach ond then go on

into the afioranen sescion.

P

£ we do not cowme right
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ey e !

v will be heve all niohc

(Wheroupen the
2:20 until 2:05 p.in.)

P . )

SIi0N Was rocessed
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CilnInuni 12LLY: Before the neonk
speaker starts, T would like vo irnsert into tle
record a formnl statewont submitted by the Mayow

of the City of lew York, John V. Lindsay, and also

a forual statowernt being submitted by the

Comnitroller of the Cicy of New Yorlk, Abe Deane,

1 . 1

7 v ey Sy e S ) BNEY T | BN . 19 T -y P
and also a stotement by Richard Leuisohn, whe is

the Finovcee Sduinistrator cof the ity of New Yoxlk.

These three statements will be includ-

cd in the wccoud of the day's procecedings.

(The follcwing ig the text of the

stetenznic of Mayor John V. Lindsay:)

[}

Ile

rte

Cua

s

_Linar

~—

ly, Chairman Yilson, Members of the

Comnittecs

e

Vle are in tre midst of a great

national debaie on the nation's needs. This hearing

is a welcome indication that such questions are
being raiscd at the local level, where govermment
decisions most directly affect individuals. There

is little arpuwscat as to the cowpetence or the

efificicacy of what the Port Authority is doing. Cur



UESELGN w8 NOL Bow, buo mhir, e Aot o heye
a good reglonal nass transic systom? Vi
agency which was created in 1921 to build biic
and tuawels, ncw given us the World Trade Cenicr?
Could the yesources that have gone to build the
Trade Ceunbter have bion put to better use improvinug
th? mass transii?

Thewe are critical questions. Just
as one musit asl how the S&T can take precedence
over othier pressing national needs, one must ask
how wany Powt Authovity project

regional needs -~ especlally transportation necds -

of the Pori district.
Ultimately, the public comes to ask

1 h}

who made theeo cdecisions. Somecimes they eppear
to be more thz product of bond counsel than of the
public.

The factual answver is that these
policies were set by the legislatures of both
states and developed at least with the tacit coacui-
reince of the Governors of both states over a
peiriod of 50 yeais.

It is for this reason that I waraly
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wvelccme che coeperatior of the present Governocs
of New York and Wew Jersey -- and indeed of tlicse
leoislative committees =~ in reevaluating cur aceds
I also welcewe the willingness of the Port
Authority -- like the truly professional organiza-
tion it is ~- to weview and quesiiion its own
COUXEL.

I hope that these encouraging trends
will be wade cvern more weaningful by going to the
basic causcs for the failuie of the Port Zutucrity
to give the highest priority to the mass t;angit

neede of the region. .The chuses%lié ﬁot only in
the finarcial aud praciical autonomy of tﬁe
Luchowity, but dn the fect that the Authority is
not suificlenily rooted in the region. The
Authiozity is, of course, responsive to Trenton and
Albany, but not nearly responsive ensugh to the
public that lives within the arca it serves.
Certainiy thie state capitals are concerned witn the
well-beiny of Rewark, Elizabeth, Jersey City, and
New York -- but equally certainly, these cities
are. even nove concewned.

Vnot the Port Authority needs, I
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incernotionnl focus essential to sound econownic

developaont, but enough to give § million MNow

Yorkers and several nillion New Jerseyites a voice

in vunning en agency which so powerfully shapes

their destiny.
I thevefore strongly urge this

cownittee to consider legislation making three of

[

-1 . e v L iy |ty 4= 1.0 . .
the sin wenwors from each state subject to

appointment by the Governors on the respective
recounendations of the city of New York and the

appropriate New Jersey municipalitcies. Only in

this manney can we begin to shape the goals of the
Port Authority to meet the need of the public it
scrves.

There is no question in my mind that
if there were local representaticn on the Poxt
Authority, mass transit would be the agency's top
priority in the decade of the seventies. And I am
not only spealking of subways but of commuter rail
service as well., If this region is to grow a

Fod

balanced sysitem must be developed. The role of the
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regien 25 & navional end daterneticual center
requives betitevr service fwom all points to the

urbau ccacer. There s oo deubt that the Ford

(R

Autbority is the oine agency in the best pocitio
to mect these nseds,

Nenetheless, a greater cash commit-
meut by the Authority to mass transit may be
frustrated by obstacles created by the law westab-
lishing the Port Authority Trans-Hudson (FATI)
subgidiary. Ue nmust hare a joint strategy for

dealing with these prcoblems:

-~ First, the Port Authority,

\'w

Mew Yorlk, lNew Jerscy, New York City, and the
Tri-State Uvaunsvertation Commalssion shbuld fully
explore the feasibility of the package of improve-
ments preposed ty Governor Cahill. These include
a trans-Hudcon raili turnel in the vicinity of

i
48th Street, linked at one end to a Secaucus
stolport end at the other to the MTA's proposed
Last Side terminal. Tied in to the city's west
midtown development plan, convention center, and
steamship passenger terminal, the proposed tunnel

Lecomes & very exciting stimulus for the city and

-
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the vegion's groweh., Pavenchetically, I wish to

for theoix

commend Ausiin Tobin and the Authority
excellent cooperation in working out our plaus fox
the new steamship  terminal,

-~ Sccond, if direct participation
by th2 Poxi Authority is found to be unworkalLile, oc
casible, we should explose
the creation of a "Pori disirict mass transit

2

irnprovenzol fund."  Cowphroller Leviit estimates the

avevage eanuval suvplus revenue of the Authority at
$50 million., Such an ewount, determined annually

by both states, could paid over into a bi-state

[}

truet fund. T¢ could then be spent by each sta
withis the Poxt disirict on mass transit projects
according to a distribuiion formula yet to be
stablished., That $50 million may seem inadequate
for our neods, but it represents $500 million in
boivewing capacity. As an example, such an amount

could cover alwmost half the cost of this city's

total subway cupansion program. Or it could buy

2,000 new eir-conditiounad submay cavs.

2

-~ Finally, 1iJ

b}

there is no way in

hich tho Port of New York Authority's reveuuos

and vwanagcont skill coa be channeled into mass
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trausit, thea the citics must be allowed to help
themselves.in providing mass transit. That means
a more rcalistic basis for payments-in-licu of
tases by the FPort Authoriity. The cities cannot
afford to subsidize the Port Authority surplus,
when they thoewmeelves continue to face deficit afier
deficit.

Work should go shead on all of these
poagibhilitics at once. We canuot affc

any longer in meeting the wass transit needs of

I do not argue that mass transit
should be the sole preoccupation of the Aufhority.
O the countrzary, wve must not lose sight of the fect
that the Auvthority represents one of the most
powerful tools available to us for the economic
developaesnt of the city. There is much to be done
in this avea. Zvery major castern city is losing
manufacturing employment. Often the reasons are
related to the high cost of moving freight. The
Authority wmust talke steps immediately to speed rail
cargo through the region.

Similarly, the vigor of the region in



iacdlities are not eupandeu and
accegsible. A rail livk to Kennedy aivport is
eapocially esseniial, and the Port and the M4
should move vepidly chead with ic. A fouwch jetposc
ually vital, and the Porit Authority should
continue to mfke every efiori to rally the support
it desewves on ithis dssue aud to move ahead as
quizkly as pousible.

Firally, port development ~- projecis
such as the superliner terminal and South Brooklyn--
wust continua to be a top priovity. Ve nust
continue to seck now to keep the wany men of the
vaterfvont 1u both srarnes fully employed.

In a1l of these efforts we will do
vell to rewmcwber thail our two states have under-
taken a massive cooperative effort in the creation
of the Poxi Authority. Ve must remaiﬁ united in our
efforts to wealize the great potential of the Port
Authority. 1 oficr the cooperation of the City of
New York in this effort.

- em pr mr BT ve wm v O e
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*(The following is the text of the
statemant presented to the Committee by City
Comptroller Abrahiw D. Deawme:)

Chaiuwan Kelly, Chaivman Vilsou.
Thaunk you foir inviting we to teetify at this joint
MNew York-Hew Jevsey heoaviug on what the Port of
Now Yok Authovity's relationship should be to
waas transporcation in the metwropolitan area.

The recont cnmouncements of rail
tropolitean area which would
require parviicipation by the Port Authority ave
most welcowe,

Cextainly, the proposqd rail link
between Hewark Airport and Kennady Airport through
rennsylvenia Station in midtown Manhattan is a
greatly neceded improvement.

I agree with tle Borough President of
Brooklyn that the airpoit line should have a
station stop for the convenience of Brooklynites.
This would increcase the usefulness of the airport
linn,

1 support the efforts of Governors

Ldoctefeller and Cahill to require Port suthority



e
fincasing of such o raill lince, wish Tuo onn
resevvatioun,

I have the scwe veservaiion wiih
respoct o iy support for a new rail tunnel undes
the Hudson connecting Mew Jewsey witn West 430th
Strect in dMaoh

And, theat weseyvation is this: T
would not like to sce these two projects absowbd
so el of the time, and v, and funds of thc
Port Luihority thao it would have nothiug left
for New Yoil City's rapid transit systemn.

Certcaiuly, the people of lNow Jersey

-
'
S

are entitled to considervation of their pavticular

needs for nnss transit, and I am not agaiust
making it cacler fox New Jersey residents to
comumtte to Munhattan and make their living here.
But thiat should not be done at the
expensze of New York workers who also live in
New Youk City.
The Port Authority must be part of
any solution to New York City's mass transit
problens,

That solution must take the foram of
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ait equitable ceniribution to the City's own mnss

transit facilities which also sevve commuaters fron

This contiibution should be measured
by the sane standard which is required of all
Now Yo't City's propzciy owaers -- the value of
real estate holdings,

The Port Authovity owns property in
Mew Yorl Ciiy vhieh ig tentatively assessed at move
thon $S00 willion, TNow, if it weve a private
corporation, th2 Port Authority would be paying $54
willion a yer: din ezl cstate taxes. But, because
of its status, the State Legislature has exempted it
frow poying weal estaice teares, even though its
propexiy s wiehly revenue-producing.

By voluntary agreement, it pays the

o
City suas in lieu of tanes. Last year, it paid only
$2,644,27% against the $54 million revenue potential,
It docs not require much reasoning aﬁd
logic to sce the inequity of this situation to the
people of our City. This discretionary payment nust

be raiced to wore ncarly approach the $54 million

tax value of the Authovity's real estate.
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Comptrollen,

[}

Durirg my [irsg tor
T worhked with Anstin Tobin, Liccutive Dircctor of
the Port Authiority, on a renegoioiation of the air-

porvt leases. Tt was a mutually voluntary act wiich
increased the gurarauteed mininwg revenues to the
Ciiy, over the reowaining life of the lease, from
$15 million to $61 willion -~ an increase of $695
millicn.

I would like to sce the game
cooperative approach, ben&fiting our people, in

the casc of dncweased payments in lieu of real

t.eies.,

[p)
m
sy
o0
—r
D

L am eware that the City's Corporation
Couitsel has etated that the Port Authorvity Act
coutains provisions which, in effect, make them
contracts between the bondhiolders and the taxing
authoritics which cannot be impaired IethuC“‘V01“

Since the bonds, which have already
been issued, contain the guarantece that the
property and revenues of the Authority will be tax
excuapt until they arc fully paid, existing projeccts

cannot bo subject to taxation by any legislative

act, 7That is why the City can get revenues fron
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this source oaly by voluniary coasent of the
Authowity to meke guch payment in liew of tanes.
However, this mandatory tax exeuwpiion
is not applicable to future projects, whicﬁ aro,
of course, not included in the outstanding bond
ndenturas. In thoze insteonces, the Legislature

may requive thot such future projects be subject to

eal estate {aunation.

Therelfove, I propose that, in
conrzevion with ell vow projectes, no surplus, aftewr

normnl cuuwwent operabing cxpenses and debt sexvico
1

recuivenznis are deduceted f£rowm gross reveuues, sual?

be ucad fou any othew purpose until full real

_J.

estate taxes ave paid on such new projects. 1T
appears to wme to be ewinently fair and reaconablo.

In conclusion, in view of the City'
desperate need for funds to improve our mass
transit systen, and to provide fast and inexpenaive
transit facilities, the Port Authority should make
a fair and proper voluntary contribution to New
York City's travsit operations.

In addition, there appears to be no

valid reason why the Authority should not be
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regnived to puy Ffull weal estabto tanes on new
preieets, befove the suwepluses frown such projects
aze used clscewherne

Thank you for this opportuniity to

testify ou this very impovtant subject.

(the followivs is the text of a nevs
relense fucw tha Qffice of the Comptroller, City of
sidoy, Meecel 5, 1971:)

~
kS

The Port of New York asuthority should
bz vequlized te pay full real cstate taxes oa all its
future projucts, Comptrollﬁr‘Abraham D. Deowe asscwi-
ed today.

ile said the revenues thus obtaincd by
the City sheuld lLe speat to improve New York City'
mass transit operétiora.

The’CoanrOWlor made his remarks at

a joini hezarinz held by Legislators of New York and

Lonn in the metropoli

v
tete

Cllew Jergey on mass transporiai
tan arca.

Mr. Beame also stated that the Poxt
Authoxrity shiould voluntarily incvecase its contribu-

tion to the City ‘n licu of taxes which it would be



pavioy on eyriscing projects, if it were a privaio

corpovation. ‘

Ho noted thet Port futhority properiy .
in Mew Yool City is teuntatively assessed at moue :
than $900 willion which, in the handc of a private
corporatcion, vould yielé $5L. million a yeaw in
real estate tanmes. Agoinst such a revenue
poteniial, the Port Authority paid the City of
New Youlk oot yoeor only §2,044,27C.

1. Doame, in coutrasting the actucl )
payweat with the potencial, said, "It does not -
requise mach reasouing and logic to see the
incguity of this sitveidion to the people of our
Gity."

He urgod the Port Authority to
increase its poyacnts voluntarily in "the same
cooperative approach' which existed during lir.

Beane's first tewia as Comptroller when he worked
with Austin Tobin, the Port Authority's Executive

Dicectior, to reregoilate airport leases. The
Tobin-Peana approach resulted in a $65 million
increase in revcuue to the City over the remaining

life of the leaes. Instead of a guarantced



thio renegotinted lecceos
will yield a cuacantozd winduun of $81 millioan,

is tostimony before the Legis-

~

lators off the two staies, Cowptrollex Deamz said,

"{howo apponss to be no valid reacson” why the Por:

turbioniiy chould not be vequived to pay full recl

estaic toyves on all dts fufuves projeets., He2 said

L v e 5 P PR | - e -a
such taee chould e pald out of surpluses noitoed
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L¥Ooo vy purojenun, ayvest no; caal current cpouadiny
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¥, Teare said, "This appears to me

aconable.’

to bLe cndv-ualy fadsn aund ve
_— . < . e
11

L6 & copy of Mr., Beame

testinmony.

(The followivg is the text of the
statencnt submitited by Mr. 2ichard lLewisohn,
Finance Ldnirnistrator or the City of New York:)

Assemblynan Kelly, Assemblyman Wilsc.

membois of the Conmittee, I very much appreciate tiuw

1

oppoziuuiiy you affourd we today to appear before

ttee and to discuss with you certein

your (Coin
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paties s offecting The Port of New York Authoriny
which‘hrekof deon and abiding concern to the City
of Now York.

As Tinance Adwinistyator of this
.

City I em charged by law with the responsibhilility of

isseantny all roal propewty in the City and

)

£

mn
oy

collectivg tho texes due thercoa. The total r

0

eatate ton levy for the current fiscal year 1

&

Lillion, Thazso taxes, together with other

tareo, dncow2 @nd exeige, dmpoced by the City and

Fedeval CGoverrounl comprise, essentilally, the
i 3 b
revenves withh whiiceh the Cilty must meet its ueeds.

3

It is no secret today that the wuni-

cipalities of this nation are in severe financial
distress. As you kuow, the mayors and fiscal

[l glt] ~
L

officewrs of localities throughout the country have
been forced to coafiront the real possibility of
severe cutbacks in peceennel and scrvice due to
the lack of cosential funds'with whichbto carry
out projeéte& preprams, In New York City, for the

present fiscal yooar which ends June 30th, we

carimate a gap o about $300 million between



anlicinaiod covonues andd expenses. At this mowont
2 ave not iu a posicion to predict our precise
needs {or thoe next fiscal year, but that the
dewanls on oo resources will be great no one can
reacounably Coubt,

[2¥o!
e

Sale

inst this broad background it is
wppronriaie, 18 dndecd ust imperative, that we
revizu the fiscal relation of The Port of New York
Autlhovicy to the municipalities of the port

vecent years has made it
all too clean that a relationship half a century
old ¢ones not rocescorily retain validity merely
because of dte age. Whoa the Port Authority was

catoblished 50 years ago, in the era of the silent

(W)

novic and the crystal redio, the times were .
sowevnat diffexent,

Nor is the status of the Port
Authority immutable. 1Mo less a document than the
Conictitutinn has been amended 25 times -- with on»
avonnt ot cven being undone by a later amendient-
so that wo cannot consider the status of the Port

Autiiovity urnder existinz law as necessarily
v 3 y
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GO
Thoe time has comne for the Pos
Auihiovicy te give wespousible municipal officialc
the courtesy of cqual dialozue as partners in an
colenvor to bettaw the City. The timz has cowe to
stop tweating us in som? Lickensonian fashion as
tho Huaiedipal OLliver Twists who wust come bezging
foir wmors,
j2lf a century ago, the Port Authouvity
was concelved as an instrunent, essential fou the

propey develop oot of the Pozt. The Auvthoriiy, as a

by no weans cextalin, future, Although it was

vy sepavate from the states of

n

=n

N2t Youlk and llow Jewszey, it was given some of the
ties, including tax drmunities, which the

sovereign states theicoelves enjoyed, This was done

e
.

n oxder to protect the interests of the Authority
d to pronoie the acceonplishesnt of its aims.

Over thoe intevvening years the

(&4

.

Authority has manifestly served a considerable
public fuaztioa. I do, however, urge upon your

Cowmiittee that you nust very seriously consider

wvhather the benriits and advaintages conferred upon

-
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the Authorii y 50 years ago, in dififewent times oad
undes othew c‘ cumstances, continue to fulfill th
greatr public interast of the people of the Porc
dilsivict,

Auihions,

fron e
trangy

howeves

Authornl

loss of
Authoii

Authoric

o bol

propexity owned by the Authority.
however

tauses on th2

Port

of &amot

the Cit

I

Av

The organic law under which the Post

ity opovates in cffect exenpts the Authority
el esitate tawes on its terminal and
guitanion faeilities. The statute recognires,

, that the localities in which the

Ly cong property way suffer considerable

the

tares because of the tax immunity of
Ly.

The act thevefore provides that the
cy way ke azreewcints with municipalities

"a fair and

sidoa of thy rwiver to pay
sum' each year in connection with

This amount,

, can neve:: ced the sum last paid as

property befove it was acquired by the

%7
/

thonity. Several agreements for the paymer -

mis in lieu of real estate taxes lost have

bLren made batween the Tort Authority and

-
¥ 0L
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Hoﬁévér, that there may be ﬁo
misunderutanding.about the nature ofbsuch arrange -
mencs, lot o oupﬁas;zc that under existing law:
(1) the Pori Authority need not make any agrecment
with any munibipﬁlity; (2) the Port Auchority is
not bound to pay aun amouat equivalent to the tazes
levied againsi the property while it was privotely
ouncd; (3) the Povi Authority'is prohibited frow
paying more than the amount due as taxes on the
prnperty in private ounevship at the time the
properiy was acquired by the Authority.

In the cace of the Voxld Trade Center,
the 1862 lew iu fact aclunowledges the existence of

changed conditions and different circumstances.

an]
fam
n
=
)
(x4
=
0]
)
O
T

declares that after the property heas
been improved by .the Port Authority with Vorld Trade
Centeyr buildings having a greater valuz than those
on the properiy at the'tihe the property was
acquiredAby the Authority; as to such value the

Port Authority may agree to‘pay an additional sum
in lieu of taxes. Even here, where the suggested
fornula is updat :d, it must be stressed that the

Authority's obligation continues to be a moral and

-
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not. a loecsal oo, boeause theve is no compulaion of
lav unon thio Authority to agree o pay any &aouns ol
all in licu of tawxes upon the increase in value.
To summarize, therefore, in every case
an agyeonanis by the Port Auihority to pay any amount

i ftn o2z ds made golely in its own discrcotion,

in Lieu of

e

t ig a voluwciayy aett =- a gratuitous one, if you
will - and eny awount it will pay is entirely
withivu its owin judoment; and even then subject to a
statutowy ceiling.

Uhoet, in fact, docs The Port of New
Yorit Avilonity pay to thz City of Now York each yecow
as anounis iu'lieu of real estate taxes? At this
time2 our wecowde show that the aggregate payuents
attvibutable to properties of the Auvthority in
New York City amount to but $2.6 million a year,
This total is paid cn six projects. The largest is
the property acqulred for the Vorld Trade Center
upon viiich thz "in lieu" paymoents amount to $850,00,
which is the amount paid as taxes by the preceding
owners. The smallest "in lieu" payment is attribut.
able to Inlaud Terwminal Number 1 at West 15tli Strect

and Sth Avenus upon which the Port Authority pays
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560,000 « yenr. The letter amount, I should notc,
is the sawe as vas paid as taxes in the 1930's
by the privatc owners before the property was
acquired by the Authority. The buildiiug on the

-

¢ todsy wos constructed by the Authority in the

s}
o

3 L

’

1930%s at a cost of $15 million, and is assessed
today at $123.2 million. At curwvent rates the tax
on this propevity if privately owned and fully
taxable, would emouu: to $8600,000, rather than the
Tin lieu" paywent of $60,000. Incidentally, at
this site the Port Authowity operates the terminal
in the bacoacnt and the first floor; a SUbstautiai
portion ol the 15 floors above are largely rented
to the public fox» factory, loft, or other private

u

8.

6]

Iﬁ addition to the payments I have
rentioned, the Auvthority makes the following other
Yin lieu" payments: $665,000 for piers in
jzooklyn, $210,000 for the Erie basin, $710,000
for PATIH, end $140,000 for the motor bus terminal
at 4lst Street and 8th Avenue, which at this time

is being enlargzed.

In facilities operated by .it, as I
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hove indicnted, the Porl Authoriiy has leascd ot
poritions to private teunnts; and those leases awo
produciive o7 considerable revenucs. Thus, in ths
bus tewrininal, leaged facilities will be available
for the accrewadacion of the public such as
restaucania, bavber shops, and the lile, 1In the
Vorld Trade Cenver, those huge twin steel structures
in the very sight of this Committee, thewe

.o
arising

will likeulse be an cuoious uce of the propecty
for conveniional buginese cperations; hovever, in
this cease, the City has nepociated for additiocunal
in liecu pay.scnts based on these private profin-
making activitices. For the sake of accuracy end
faivuess, T wusi note that during the early doys of
the futhority, such revenue-producing activity weg
congidercd justifiable by the courts because it was
detervuwined that the erection of a freight teiminal
alone, for example, would not be feésible since

the Auvthority would have been unable to borrow the
funds veeded and thus would have been unable -2
carry out tho maadate of the compact and plan for
improving the Tort. However, the highest Now York

court poinied out over 30 years ago that the
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construction of fucilities by the Port fLuthoriiy
for revenue-~producing purposces “might transcend
the powers of thz Authority if the erection of
the freight teimianl alone would have been feasiblz.,"”

(Bush_Termioal Co. v. City of New York, 282 N.Y.200,

> e

215 (1940)) 1 wust also recall that a legislative

comumigoion eppoinied in 1925 to study the Port

tuthovity's tax status declared that “'the statecswmar-

like handling of the problem of the taxation of

Port Authority propercy should rest upon inescapahle
facts oi economics and public opinion . . . . Ue.
are agreed tnat cevtain Port Authority property

nust be madoltaxable by the legislatures of tlie two
states . . . /and/ that certain types of property
must be wmade tax free . . . .'" (New York Legislative
Docuiments, 149th-Session, vol. 17, Document No. ©0,
2.9)

Today I recommend to your Committee
that the tiwe is here to handle the problem, as you-
predecessors urged many years ago, on the
"inescapable facts of economics and public opinion."
The financial straits of the localities of Ne¢w York

and New Jersey are evident. The need exists. The
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Port of ow Yould Authousily ig no longer tho youug,
insccuce orpanization of the 1920's and 1920's,
in whoge fovor the legislaiures of New York and
Now Jovooy saw fit to confer the benefits ol tax
immunitcy.  The Authority has meatured; it has

A LI T
Crbdnuaewy

Lns becowe prosperous,
A recent yveport by t
Couptroller with regerd Lo the operations of the
Povt suthority states that during the &-~year pericd
frow 1906 to 162 the Authovity's net operating
revenve and inveasinzal incoae, less interest and
mondaiosy long-tomm debl vetivement, averayged wmourc
then $50 wiltion a year.,  ‘'rhe basic point,"
Comptroller Levitt said, "is that the Authority
gencrates subsiautial net vevenues beyond mandatory
debt service. The purposeg to which these revenucs
are applicd dnvolves questions of public policy and
priovity of such importance as to warrant the
attenicion of the Eunecutive and Legislative branche:
of the two states."

What specific recomnendations do I

make in ovder to bring into proper focus today the

relacionship botween the Port Authority and the
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localities of the Port district with respect to
real estate taxes? 1 present a simple and
recalistic proprain which will not interfere with tho
proper operations of the Port Authority, and which
will, at the sawe time result in a fair contribution
being wade by the Authority for the public benefit
in those localities of the district in which it
carries on its operations.

1. The fiction that the Port
suthority may in its sole discretion decide
whether to make paywents in lieu of taxes ought
to be abolished. It is unthinkable that the
Authoiity may alone decide at any time, for any
reason, that it will make no such payments; and,
that the Authoiity has thus far agrced to make
certain paywentc is simply irrelevant. The
localities of the district, in my opinion, can be
trusted to be fair in their dealings with the lort
Authority. If they are not, state legislation car
alvays be invoked to assure a fair arrangement.
put the localities should not remain, as they are
today, totally impotent in law. Thus, the irst

step is to establish the basic prineciple that the
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Pori fulthosity ought to, aad chorvelore should,
maley enrecasucs wiich thoe localities for payaesnic in
licu of tanoe.

2. A paviicular formula should Lo
ishod to decermine what is a fair and
reaseastls coount thai should be paid in licu of
taxes din th: coce of teraianl and trangporiacion
facilitics. The present provision, which bars
Tuoa paying worve than the amcunt due
&g Laxog Gledlrs ago, vz the property was in rost
cagses acquired by the Authovity, is impractical and
archaic., This nust be so when a revenue-producing
buildiyg suzh 2 the Inland Freight Terminai
yields an Min licu™ payeonc of $60,000 avnually,
when the 5:“3 prepzriy privately owned would
produice & tax soveral tiwmes that figure. My
toraula is a cinple one. Ikwould not disturb
the tox dwmuaity of the Poxt Authority on any
portion of tih» facilities which are devoted divect
ly and exclucively to its fuadamental purpose »f
developing the Port, such as property used directly

for terninal and transportation purposes. However,

hovecard to portions of the facilities which axe



leased to private persons engaged in busincss for

re not indispensable to tho
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primavy function of the Port Authority, even
though they might be considered desirablo or
conveuient, such as the rental of stores, lofts,
offices, stands, and other areas which are not
dirvcetly relaied to transporiation, an amount in
licu of tax should be applied. It simply does no:
malie sense o ercupl restaurants or other places
of public accomwodation which are used not only by
travelers cv those involved in transportation
operations, bult which may be and are in fact ...
largely used by the geneival public. As to those
portions of the Authority's Ffacilities, for which
the Authority collects rents, I would apply a
value resulting from multiplying the annual gross
rents by 8. This is a conventional and accepted
method for capitalizing rents from real estate to
determinz valuc, and it is in fact used almost
uniformly throughout the couantry today for
covporate franchise tax purposes. The valuation

yielded by capitalizing the rents from non-

tianasporiation fa

@]

ilities should be taxed.
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3.  Amounts payable in liecu ol tuaies
should be paid not just once a yeaw, but at the
same tiwes as taxes otherwise due to the localities
are paid -- wh@ther'aﬁuualiy, Semi~annually,
quartarly,‘dr‘otherWise. Suchva system of paymzal
will mininize the need of the localities in the
pori disvrict to borrow money at considerable cost

) ~

in anticipaiion of the receipt of funds, and thus

will veceuli ia & considerable saving to the

Under ny proposals, it should be
provided tLat in no case will the amounts payabie
by the Pouwt Authority be less than the amounts
payable under the current voluntary agrecments,
nor more thon the taxes that would be payable if
the properiy were subject to taxation,

rlay I conclude by reiterating that
we are well past the timé when the Port Authority
needs the financial support it enjoys under
existing lepislation. It has developed trancporta-
tion services which are now very lucrative. If
there is euy need today, end fhere is; it is on

the part of the wmunicipalities. 1In such case, it



210
is ubt only fzir to shift the benefit where it
piroperly belonss, 1t also makes sense to do this,
because the fuvtbor development of the Port of
New York, which is the lawful responsibility of the
Port Authovity, is inextricably bound tbAthe well-
beivs and financial healih of the localities of this
distyvict., It is thus also a matter of vital self-
intevest Lo the Port Luthority that a realistic
evaluacion bLe made in 1971 of the validity of the
countribution wrde by the Port Authority to sustain
the wunieipal health and welfare of the localities
i which it operaces.

“the plan 1 recomwend will serve the
toizal public iuterest. It will, in short,
propowtion the obligation to finance essential
public needs, in a fair and just manner, among all
elevients of the couwmunities.

I am gratified for the opportunity to

appcar before you today. Thank you very much.

CHAIRMAN KRELLY: Our first speaker

for the afternoon will be Theodore W. IZheel.
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M. THEODORS W, KiikL: Thank you,
gentlewen, and mombers of the Commissions of the
two siates.
CUATIMAN KELLY: First, Mr. Kheel, may

-

I apologize for the delay.

FIR. JIEEL . Thanl you; I am pleascd
to be bhore because I believe that this is a most
important hLearing. T think that you are performing
a grent public seuvice, and the vecoed that hag
Leon wade howe today has substantially clarified
many watters thot have been left confﬁsing in the

“’
i

public’'s wind, and in the ninds of the legislatures

o both states, T think, deliberately, on the part
of the Port Avthority.

I listened attentively to Mr. Tobin,
and 1 would ccapliment him by saying he is one of
the greatest broken field runners of all time. He
should be captured by the New York Giants, and he
could be a great help to them, even if he isn't
able to do very much for mass transportation.

I would like to commeﬁt, first, on

some of the things that he said, using his prepared

statecwont as the point of departurc.
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L first would call your attention to
pase L of hig statement, to a little Freudiaa slip
ont the pawvi of the Ixccutive Director,

In the last paragraph he purports
to tell you what the Yort compact of 1921 called
upon the Port of New York Authority to do, and he
said it was assigned the micsion for the develop~
mene of New York and New Jersey port and terminal
facilities and the promotion of its conmerce with
the wourld,

Now, if you would look at the
cdﬁﬁacff§5ﬁ will see that it calls for the develop-
wens and cooydination of terminal transportation
facilities -~ transporcation and other facilitics
of coumerce. The word "transportation" is omitted,
perhaps inadvertently, but I wonder, and the word
'world!' as in "World Trade Center” is added.

The word ‘'coordination™ is likewisc
omitted.

I would call your attention nexi to
page 3 in the second paragraph where Mr. Tobin

purports to tell you that the two fundamental

precepts of the two states in creating the Por

-



Autiveyity win,one,0f a pledge of cooperation,
and tvo, .o development coff vitally imporiant
public Port projects withoub recourse to taxaiion.
low, that wasu't the primsry precepi.
Tha peliwary purecept was the developmont and
coontiisios of &1l terminel twansportatioa and
othiw facilities of comuriee.
Vhat the Yout futhority has done iz

e - Y - L0, B V3o o ey e - - PRSP, |
(o ohew tnloo o fdoancial limdiiation, aund aun allonsd

Tlvsocial Tindistlon, and turned it into a policy
detencinaiion, Tt says we can't help transporia-

N oy N e e D D | | KRN K T
Cion bLocairs thoewve is o wonsy an Lt, Lt 18 1ot

self-supnovting, ond bocause we don't have the

powor, awd therefowve our nandate is not

gaid, to help transpoxtation,

e
n
d
3]
)
—
—
~y
6]

vhat the Logisl
but to make money.

Now, this is the fundamental
distortion that leads to all of the confusion
that grows out of the duct that Mr., Tobin stinrred
up this nowning.,

The last sentence in that paregraph
says, "To other vords, the two states limit:d the

Port Authority to a pregeam of public works that



214
rust be selfi-supporting.

That is not correct.,‘There is not
one word in the compact that says the Port Luthority
has to be self-supporting. That is an inference
that it draws frow the fact that it doesn't hzove
toning powers, but thore are many ageucies of
goverinient that do not have taxing powers. Ue have
the Scihiool Béard, the Senitation Department, the
Fize Department, and they do not have taxing powercs
That doesa't meaun that they have to be self-suppori-
ing.

This is, again, the kind of a
distortion thet the Port Authority has foist;d uporn
thie people oil the Port district over the years.

I call your attention to page 3, and
this is just in passing, and Mr. Tobin said that
80 percent of the World Trade Center was leased.

The statement gaid 80 percent was under signed
leases, or lcases in process. I submit there night
. be a significant difference.

CHAIRMAN KELLY: =Excuse me, Mr. Iheel,

but do you have a prepared statement?

MR, KikL: I have one containing

-~



ceviain fnevs with resasd to 6605 chat T
Lite Lo goi to, bui T am not ouviously c¢

to speak oa his statensul becauss have just es-on
iv, and L aw just speakivg from this,

Now, M. Leviit today said the Poui
Luthoriity vill wulie $206 willion fuom the World
Tvade Cewview. I7 it only wokes §26 willion i io
a very puor adudnistrator, because as the result
of dtg ability Lo boxrow in ths tax-free wornlisi,
ji ds able to Lulld the World Trade Cenizr wiitl &
debt sorvice of soosthing in the neighborhood of
$50 wmillion lesse a year then the competitive group
it hee 1n‘ahe osfice building field in New Yorl.
The avithuztic s vory siwple.” The Port Authoriny
borvows wovucy, and has becn bovrrowiag woney, and i

says it has ovev $400 million in the Vor
Cenker, at & cost which today in itself
leact as of December 31, 1669, the last
available, the interes” cost on itg bond

editess, apart from the $13 million it ma

~ .

1. 11ion that it borrowed

United States Goveornm2ii securities

intevost cost apast froam thet was 2 perc

market,

1d Trade

at

or
report
ed indebd
de by
in the

its

ent .

T
[
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Now, I would like to know if thcre
are auy builders in the office bullding busineccs 1o
New York, and they have done a mighty good job in
all of the space we need, and pearhaps a
little extya, if they can build with sush a cosi,
aad 10 you finuvee it out different, the Pori
Aunthio=ity oily malkes $26 million, and you ought Lo
have 211 of e Commissioners and Executive
Divectors f£iq2d foir incompetence.

I would call your attention neni to
page 10 on a stacemenit that an Assemblyman from

New Jewcey alluded to geveral times and quits

aeunes, and not the Port Authority, which

it is pursuant to, or an cxtension of, the State's

oviginal ccenceptiou of the functions and duties of

.
the Port Authoricy."

Put you then heard Mr. Tobin tell you

. o~

csponse to a question that if the two legis-

Jatueces passoed a bill asking, or requiring the Pouve

-
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L, would thoy cacry in

carcy it oul

4

to corey out a mavdate of the Legislaturcs

is unconsoitu-

.

law in the

¢l are veyy peculiar lavs

arc

h] O ) .
anict Lne

e you belicve,

» wanted to do this, and

Authority, but

The

fearful that you would do

requl

You

1

Tobin
Lring

JC¢LC not

;
you could do,

them to help

to be trusted,

se 6604 had to be passed to restrict New York and

New Jewsey,
but they arc not

bondholdors,

and they are
covenanis

they

in the

that

are covenanis

Authrrity puts into the covenants,

you

form of covensuts,

signed with the

that the Por-.

into the bond

L] .

CovVnuane



contivraeiny which it sells.
Now, were those contracts in existenc:

-

whcw you passed the legislation? No. They were
contracts, they are contracts that the Port
tutheoriny entors into from time to time, according
o Mw. Tobin, axd they sold $1,700,000,000 worih of
bonds sinee 1962 on the basis of these covenants.
They averagc aboui $100 million or more a year.

o, listen to this: Lach time the
put out a new Lond issue it is for a longer term,
vsually 35 yeavs., In 1962 when they sold bonds,
sonds weve fox 25 years, expiring in 1997.

Two weeks wgo €£hey sold another issue whicﬁ expires
in 20006.

Mr. Tobin said to you this morning
that it is unconstituiional for you not merely to
require the Port Authority to do something for mass
trangportacion, but that you cannot do that, you
cannot rop;ai the law, you cannot repeal 6605 until
2006. You arc bound, hand and foot, you are nand-
cuffeé, Mew York State and New Jersey, and you

camot change th2 law under Mr. Tobin's interprete-

tion until 2006, and if the Port Authority gocs out
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bends for & term of 100

OO oy O

you will ol be able to legislate with regaod

e
et

mass twanepovintion, and the Poré Authovity, unil

2000, civlioup to 71, and that is wlat Mr. Tobin guls

to you today, not merc that it was 1llegal fov
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you i cviseing lew, and you would thilinal

thai vhoer you do you can wlo, but that it o

wunconatitnticn,l for you to change a law uncil

0o

=1

The reason ig a very fawous chos v

of the Sw

2 1 thie Davivoush

e Count,

. T -~ L N PP ry wn Yot
Caso, wilcell sald ove: ounl hundired yeays azo Lnhnd
-1 IEL. . ° EET S L1 . P . I <3y
the states did vef have the power to dwmpoir thz

obliyaiinng C, wnucwpreting a poovigien

of thie Constitution, but there have been decisious

sinne the states cannot give up theix

e

power to, oxr thoiv wesponsibility to pwotect t

2a
1.

people, and we gubnii that any delegation of

E

ro.
v

PO RR R

authority to the

cio Authowity to bind you for

wvhatever term they wanc

S

a. blenk chock, and to

unconstitutional delega
ol

Pert Auibinuity,

Cavi

to rushing around wiih

ign it with bondholders

tion of your powcrs co thoe
not b2 allowed to stand.
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It is an immoral law. You were elected by the
pcople, and this is an agency, énd Mr. Tobin has
been Executive Director for 28 years and has never‘
had to answer to the people, and yet they walk
around with 1eéislati§e powers, and the power to
bind you in New York State and New Jersey until

2006, and beyond it at their election,

¢

This is made clear, again, on
page 10, next to the last paragraph where it says,
"in allocating the total program betﬁeen the
various agencies, two pertinent administrative
and constitutional requirements will be operating
as the legislatures make their decisions: (1)Both
states must agreé on the allécation of fiscal and
operational responsibility; and (2) Contract
obligations already entered into by the legis-
latures or under their authorization must be
honored."

That is when the Port Authority
binds you, and the Dartmouth College case i.n't
even la& today for obligations éssumed by legis-
latures beyond their police powers, that the

legislature knowingly assumes. It is sure not

-



N
.

auchosily Los ¢ propositicn that a nou-clocics
con wedle avound vich youw poﬁur of atuvoiny,
ond cownit vou dndefinitely into the future withoui
regand to et this legislature, now in exisionco,
eleaiod by the poople, who ave crying for heln fo o

, PR J O I (i P . - v vy sl R,
W08 CHansndinialion ot vorr cannol dO a tnnns

(¥4

al.ouvin i,

Now, on page 11, ¥, Tobin tells yo
thoi you wroe worsicd abous thaily ability to o0l
bonds,  me told you that you insisted on passing

thie low, Tiousorael This is & couditioa that tie

- . SRR S P NS I ™ PRIPN w, e B PR s e
Powi Authozisy vole o talke ovoer the Hudeson and
Moohetten, evd that is fully expleined in a veuy

interestiug Cozunsnt that I am going to allude to
new, 'that I yeally think should be put into tlie
recoxd, because it tells really what the Port
Luthority thinks about mass traunsportation, and

what was the plan and the plot with regard to making
it iwmpossible For you to get the Port Authority to
do anyihing ebout it. You will recall, also, and
Mr. Tcbhin saild today if 6600 and its companion law

in Moo Jowvsoey wveowe rvepealed, that the Port Authority

7

.

vould not be able to sell any bonds, that it would



2

™D

2
be dwpossibls to go into thie bond market, and gol
tho money necessary to do the things that were
requived te do,  Awd he said that bond Counsel,
the Coverno:w ond cwverybody agreed with that,
everyonody ezcept‘his genrizal solicitor and Mr.

andl T will quote what he says as

e

Dandel Goldbeng

4
to how necessarsy 6600 wes.

Mr. Goldberg made 1 extemporancolis

tallk before thn Munecutive Staflf of the Port of ilew
¥
Youk Auchority oir Ociober 2, 1961 at a time when

e

the World Trade Cenier and the Hudson and Manhatian
lezisliation vos beding corsidered., Mr, Tobin

g,.j

4.

thouzliz so well of this documerdt, of this extenmpon-
ancovs talk, that he had it published in April of
1654, and T have a copy of it which I came by in

a pevfectly lawlful and proper manner. It contaius

1 introduction by . Tobin in which he says that

1)
o

senenal Solicitor Deniel Goldberg is the architect
of the legislatiion thet has protected the Port
Authority frow going into mass trénsportation Ard
Mr. Goldbhers gives a fascinating description of the
Dot Avthority, the vay its financial stfucture vas

-le

dacolonad
‘+
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T have quoted gigudlicent powtic: ..
of tﬁis inony et sheot that T have distribuicd,
end i you bhave it before you T will call to your
-

cttention, fivsg -- well, I have copies here cnd I

thinls you vwill fiwd it very Tascinoting.

M. Coldberg was talking, and 1 guoie
. . , PR IRDEPI e P R RS | O
hiv ou pane 2 ahout the Porié Authority's adopltion

of vhat is cnlled “the consoliidated boud recoiution’

i

his te oo yesolution adopted in 1952 by the
Pout suthosity under which they can borrow against
ali of thoiy freilities for ualinited purposcc.
act, he says that in the

o wecolution the Port Authority
found a vy o use the procecds for the bonds for
unliwited purposcs, and that is his quote. Nor was
theve any doliawx emount whicli limits the awmount of
che bonds the Poui Asutheority can issue.,

But then, when they did that, unlinitcd
purposcs, they could wse it for anything, and maybe
even mass transportation.  Mr. CGoldberg said, '"Buw
as we came to draft the counsolidated bond structure,

we locked foruard to the enoxmous post-war horizocs

that th2 Port Authovity was facing up to. Ve uecdad



g,
YO l v

a nov fdncncial device waceve the puwposes wwonlll

be unlinmited, whore the dollars would be unlinio.t,
and culy legalivy and financial practicability

e R = ey . LI te
vould iwnmoge the limits.

put the Port Auihority did not want
to inwvest any of those Funds in unprofitablo

enterpiiar sush as wags transgporiation boctuce
they weve afraid, and they were alfrvaid thal sowo-
thivg n the logislature wight recuive than, Lt
M. Goldbery said on page & at the top, that,
Mhe proposals that we be directed to take over
railroad oporation in boith statces vould invulte,
without the Now York Subway Systew, something lile
$30 nillion of opcracing lnsa?s plus the debr
sexvice on bouds that we might have to issue to
acquixe the properties which produce this headache.!
The Port Authority and mass trans-

portation is a headécho, and he said he would just
5 sovon play around with choo-choos as airplanes.
but Mr. Goldberg talked about it as if it weie a
heoadache,

Mhese proposals made us tak:s a good

look 2t our financial struciure to sece to what



extont, 10 ot all, we were open to this ldnd ol @
) 3 t

'

If the leeciczlabure said, "WIill ycu
(&) 3>

a financial veid

(=X
[éa}

; AT URSP U SST, S § TERPT BT
help wase twonspowtation?' this

Fn

"At the sacrifice of the sccurity
that our bordholders hiad bavgained for when they
had loaunsd vs hundreds of wmillions of dollais --
and tlie bondholders are always the oncs to be
protected, and not the people that yide
ox the cownuter walilvoads, but ave they really
intercested in the bondholders? No, that is the
way they kept out of mags transportation.
e actually found,'" said Mr.
GoldLewg, 'as T have tried to indicate, that thoue
was 1no hole in the structure, there was no pot of
gold into which to dip."
Mr. Golcduverg said that at the tine
.

the consolidated bond resolution was passed, he,

the CGeneral Soliciter, that the bondholders wer:

(A

couplotely protected. Thzre was no way in which a
financial raid could be done by the legislature,

cgatuivg the legislatuve was silly enough to want

(a5l

to do that, They vere fully protected. DMu.Tlobi



said they couldan'c scll theis bonds witbout G400,
Thero was no 0096 in the poriod licv. Goldbery ic

alliing abovi, but they were fully protected.

H. o

iowever,' he says, ‘'there still wus

o fear in the fincvecial community that the Port
Authoviny might sowrhow take into its general
. g

vecerve fuad fanily a group of deficit-ridden

railroads ard thaon, by having goiten the discasc

incto our ovie Tivoneial body, be in a position
legally to apply ouvr monics to their operating

and debt scwvice deficits.'" You see, he says a
l transportaticn 1s a
diseaszz now, Also he says that they would apply
our monies, end it is now their monies, and not
public movnics.

""Te in the Law Department have
glvays held the fivwm opinion that the Port

Luthority lacks the power so to dilute the security

r

of its bondholdors, and we bave advised the
Commissioners to that effect. It would be just as

ludicreus, to us, to sugoest that the Port
d accept the New Yorlt City puolic

school eysten as a2 gift and then, it being in our
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Conily o Foodlivivs, epply 2L of ouir wevowig o
payico teachcos' ealavics co there woulda't T
anyiuing 1ol o pay the principal avd dnb-ooo .
o oux bowds.  UWe kazw wve coulda't do thao™

M. Tobin tells you that trausin
doliciia ond scehool doeflicits end fire deficite,
thoy ave all 2wz, buin whewre in the couwpoch
botweew tho stnifes da thove any statewent thot the
Powt Auchority chould vun tho echools, ov the IMixe
Dopouoieewi, oo the Sowditodicn Departeent, buo Shouo

(. N B B S R TIPS | o a ey et ende 2
is a vord Ttrouspovtation’ and transportation

facilitics wliich Moy Tobla forgot to mention to you

. e Ve ey -
111 ]l.!() CGirDiro7 SUAITDeT
(4

Mo kies we couldn't do thac. louwzver,

1o Sinmaeinl comunity were real, aof

so ve folt that thisc legal opinion which we have
should be codified in a foiwm that would be not only

legal opivdon, which could be disputed, but & firm

3]

vesntten contrace.
So they fell that their legal orpinicu:
that they covldn't Lz raided, should be codified

in a fora that vwould not only be a lesal oninion
./ (&) Ny

viadich could bLe dizputed, but a firm written
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coniriaet,

That was done, and first he said

s
e

thove was po pon of gold inte which they could

x

bui the finnneial comuunity i1l had fears, so

their legal opinion inito the form of a
contvact, codilfizd it, and nswy, says Mr. Coldbhoug,
theve is totally adeguaie protection. Thet vas
not enouzh - noi cnouglh,

1962 they were faced with the
procpeet of Loing fovced to take over the Hudeon
and lManhatinn Rodlvoead, and the Port Authority
souzhic still poos protociion fow its bondholdzis,
and this is vihen it car: to the legislatures, and
Mr. Tobin aclhed M Goldbevg to tell the Exccutive
Staff; "You might tell us more about the statutory
assurances necded in any 11 & M legislation."

This was the assurances that they
wvanted, and not the assurances that you, Mr. Tobin
would have you beliave this morning, insisted upca.

/

Mr. Goldberg stated, "The assurances
vhich we have suggestzd to be placed in the
statuites wiich would auvthorize us to do the H & M

job == and now transporiation is a job, aud the



U Sono of cun oocceounl connvoct bLetwoon
gtates zud the holdoens of cuw bouds. Centracts ol
thils type coa bo wade and caunot bo breached by
subsoguent leginlaburces, ™

No you hear than? 2000 is whion you
Coi ene Looaalnio,

hie do boecouce the Constitution of
o

YOk

tio Undixd SLotog says that o state shall dwp
tlhio obligoiions ol @ countvact., It is our opiniorn,
concurrad iv Ly ous presoni boad Counsel and by
lilg predecosoos, and noi chellensed by anyone, that
thie ceontwace wo propese, if incerted in the legis-
Jation, would be bivding and would coustitute an
wibreachictle contvact by the states."

That s the end of his quote. Why did
they want thac? 1 think the question was ashked
by Mi-. Koppel this wmorning, and it revealed why
fhey vented thot legislation. Their General
Solicitor said your boundholders arc completely
protected, they ave over-protected, and they are

the wost protectod bondholders in the world, bLut

e dongoe?  The danger vas what actually
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wpeasd to the Tvi-boosnagh Peidge and Tuunsl
Avtheriiv., oo Ciwe coe waen this ageuacy, a
vory siailas ageocy to ithe Port Authority, was

pilivs up sucpluccs not needed for the pirotecticu

of ihie bondinld s, cud tho Transit Systein of

Moo Wl Cihy wing corewilovating, oud gowe
politiciars vene soclkting to waid the pot of gold

and surcesicd thoi the surpluses night be used

to help wocn Conosnonintion,

‘2

tlial

-~

{

at that time, sald
thai vould Tooa boeoeh of thie coantvact withn the

boudlolders, ¥ de ilTogol) and unconstitucional,

and dwaowal, aod Lt ds dudecent,
YL ey ey Aa 3 sy ey
Thowe wewo gtudies made by
Y

conzeituciountl Lawigeis,, “who reached the conclusiosn
thot thewe was 1.0 1cj 1 onstacle in putting the
surpluses ol the Tfﬁwborough bridge & Tunnel
Authowcity, aud Cdxﬁx. Roppel brought out, they

vere unod b‘chodfby tir2 full faith and credit of the
State of New;York. aad theve waé no obstacle intc

puiting tiug toplugscs, ianto the Transit

futhocity. bul theve wae the opportunity of the

boudholdzes Lo < Tay, throush litigation, and
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dilaiovy tacitics the opportuaity ol the Traroit

LEs)

A e T oy e it Y ga g "1"" o " g /\ . 1 [ .'r" I 1-,7 TAvyen Ty !
AUCINOCLUY L0 oen Lhs money, T 80 Wnauw il ppeinn o

A deal was moede wich the bendholders, and thoeir
conseni: was couzhi, and the ceunsent was giveo and
intevectingly cuovgh by, Yobin says that that is
one now.  You céi

on2 of the hings that can be d

cet thr consoera of the Londholders. The Transit

Iy

Authiovity get it for a quarter of a percent inicve.t.
m the cacse of the Tri-Dorouzh Bwidrce

& Tuvnel Authowity, and the Transit Authority of

1

New York, thei was the woasure of did

lr .

rerence
between using Lhe wonics that come from the
avtonohile, fvon the tolls of the auteomobile user,
fow the help of the mass Cransit rider. That was
the weasuvre off the dififcrence in ceosts, a quarter
o a pevcent wore.

I don't know what the price of the
bondholiders of the Port Authority will be with
6606 but they got a lot of leverage. They heve not
only protection in the forim of a belt to hold theixw
pants up, but they have got a belt and suspenc
too. - They have the utwost in protection, and so

My, Tobin very blitbely says, 'You can get the



COmSont oL Tl bhordhiokldoro. At what price; ﬂ?&t
- k4 ~~ e - - N ey
TOUIRTS ) D LC i, *

ilu, e b
i 1 juce Leoonse 1oam
rearly counlete or Sinishod, to tallh 2L-vs the
terms of the law, i&selif, As T soy, thi- !, o ..
a Lo thaz you vould usionlly poso to povlt
the Powe Authopliy; i I-s a law the Joiiliueto
ot you Lo paos to wernvloce you., In iz oo

e R S I 1¢ 3 T
oy, they did nolt exish at the AL AL s ‘
i e RO N R | o P ~
thz fown of a Liouk chzely, ¢ delogntion of ;
S 2ed Ty e 2 P DO . B
Lo Chie Poxt Avihovity to Unls you

§

2l A 2mgecan 3
Legislatuie. 0
.

reading somz of this, althouzh 1 am omitting

page 0 oi ny stateuont,

"The two states covenant &and azre2

2

wilth ecach othzr and with the holders of any affecrcd

ST | - 3 - 1 o~ s \] i a - FRIR yEa ey
bouds, as heveinafier definad, that so lony as any 4



T s < 1 L s C eyt
O DULN LoLAD o uestanscyy and unpald ool

e noldoss Cheveof shall wot Loave given their

R RN A T oo PP - ‘e ~ T~ S . <9 fe o P
lft!.iu*..:...“'.f..) A A | :"’“].y’ oy ox boe rem.n:.‘l.’:, LU.‘.l.,

CROTLEL, TOVeNULS 0 reserves . . . Lo

e e e e e e B T, ; e Y e
SISV QLoaer cnan [)".‘ D DS

TZ you kmra to the next page, you will

.oy oyt g oy - soe RO L | e rye o e « Yy ? -
oo wiol eloo you providnd for din this law ox
!

- o v, Y
ek et P B s
L s ..J'\L'._‘-I.;\'...’.L..."

thot vows alwoody cutstending,  Howevew, thot is

porinni Locause they have now tied

~

i . I T o e e P
you up uatil zG05, and

cZowe you can think of vhat
you want to do, they vill have you tied up for a
lenzen thinn,

"Pernitted purposes" for which the
Auvthority funds can b2 used under this law are four

to vhni extent can the funds, fees,

P T I I IR SR SR T .
aud tolls, elthor of tho Port Authority Lo

—pr
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corcaaizog:

poerfoun

Authoxliy w111 not help

bui

t- PR J

L ind

Luttovilios

was put in,

Leldee h

plaa fos

5 vt - I |
Co L, wantl

coimnuier

2.7 -l
chey will

on veuniculay b

el gamdn Tarnim ey
200 10N oot com

o on

colleonds ave bankrust and lmpossible
their esoontlal functions., The Port

then 1f they earsy poop

9

n2lo 4f they carry freisht.

oy

They will also helip put railiocad

¢ by the Por:

v. That ig intowastling,

3

the geocond declt of the George Washin

T
r',OW »

anl plans of thie Port Autho

od for a commuiter vailroad., 1t wvas

cooouter railroad, and that was

deck,

&

tiey do? ‘Thexe is no money in

-

railroads and they are in the busines

so0 they bullt the second deck for

autonobiles.

]

Qs

Vel

and it comes
interesting.

Tobin, ho was

tablished,

Now, any other railroad facility

acquired, constructed or otherwise

{fectuated by the Port Authority, or otherwise,

within that formula, It was very

that recond

o

.LG'

because whron thon

the

But when they got awround

0

s of

One point in the questioning of Mr.

saying with regard to the things that
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chat choy ¢va bo perudooed o tore o anace L
poriasion. - told you, bui an we go ou with cun
buildive proccan, skyscrapers, aud I thought st il
a beautiful quistion: Bow doos the Vorld Trodle
Conzer lelp woss transpoctatioa? As they do ti

ey . oo . T iyt
Centoi, they bovwow woney end then tho geno

TCSOUVD

Y
Y

1.0 poreral of 2 higheyr amount, like aoochex §5
milLlion.

Lot thon, Lo also told you Ghoo b

b

e wesolunely licled.
M. Tobin mode Jt es clear as & boll
this wozalng that the Yowd of Mow Yoxk Authoricy
has not charsrsd iibs attitude towand mass transporia-
tion, eund the statowent that was put out on
February 1lth by the Pori Authouity, talking obout
studics, and sayinz they vere responding to the
deznand of Govornor Cahill, was dust in your eye;

delibovately intended to mislead. They induced

heodlines in the papers to the effect that the Port

1

Auchority he
o

{

1 chnuced dts position on mass

R R e R




i g Dot 1o v ebovsgo, £hat guowe 15 3
ooy syadloble Tor o ans 2
ioono Lonzy fus the Liolo 4t
Chove to no wounry fox o tusasl veldew the tludson,
valoco you supply it TR jou wacd Lo cunply it, thw

VIl be elad o ploy vith yous monzy.

nally deavn: 60665

cooonding o S
TSR S5SNI S ‘ .1 A PR

oua Oolicitor Genzral, Danlel

ot . .

o . I . PRSI ..
£l coaliiecet of thr financicl stouenun

P T P - A Y~ mule R 2
ghat pzviectnd Lhe Donh AUTLSEniy.

conted of the Legislatura

D77 1T

-
»e
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iy tells you

a.;.,

by Cho Voun Lullowiiy, @uw
i is wicornstipusionnl for you to get the Poit
transportation fou

upporting, and do:

I said this wouning Lhut it is like

tho child, Locause that is vhat the Port Authority

tle

)]

it is tho chlld of MNew Yorlt end New Jex

v
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<
-
b
)
o
H\
e

102}




will Lielp you dun

poiné waLre you

un, vz coa't hielp you tFben. Ve will holp you ix

T8 g
you doate need At

..
g

1 2 " .
o Authovity ox
Y

1

v i o1l o) your problens, as long as you

coa't have the woney, forget ao

your old age, and ve will help

e
—
)
a
2]

ervarzh cach to Live on. put once it comes tO &

r

- Tobin sald that at that point,

tered to do the things that pulvaie

LoCL

te v e ‘_, K
ol you heawd him say chnin, wut

RAR ”l.,;l.,' Yy [CRONVARROR (‘suo [ORAFRN
7

thisn ho egodd that we e caly do things that are

P, .7 PP I B T T O T W _— 15 P T . Ao ay T -
prointanil, & s thal Lo vaald poiwvace naustyey A8 DL,
.Y Y L4 AN 0t . P 4 N 1o Yo - .oy e
cna LAl Wl o thioy vonl Lo thz real estate
* e e < - 1.- B ra + : T~ el RAPEI
Luninses, 4L wod » beot Lusiuccs in New Yoxik CLey,

It has cot to be

s Pk i T . | .Y
barefles, anc tn

I\T
jndeed, 1L 6600

Looislatuees and

chne ile vhy so ony bulldings were going up,
howdiy saw an cpportunity to make

oy, and i was $35 millicn the Comptroller satd.

orar $50 nillicn with the tax

o intersct benefits that they posseds

[+

r,

ow, Mv. Tobin may be right, and
is constitutionally right, and the

the Coveornors are spinning wheels,
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Tho Powi Auvilhwriity says accord:
this momudug's pﬂpér, that th2 pursuit is wholly
wvithout wowit, and I thoroughly expect that we will
be atiacked as to our right to sue, as to the status
that we possess, and ve will be well represented
as they usvally are in court, and they may win., I

don't thin% they will, if our right to be in courc

Laly estebidehicd, I they do win, I say Lo you

T
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GIGTNT L XLl LSRRIy Thave, and T oousi say
thiat L really admire the way in which he hJS‘
dedicated hiwself to this cause, and to Governo:
Rockefceller who has liliewise spoken of the nesd Lo
get the Yoxt Authorify to help mass transportation,
you are licked, and you are finished, and you ai.
through, and there is no hope boeause you caunoct
repzal the law, and i€ you try, the Port Authority
willl say, "Well, you have only repcaled it frou
2005 on," and if you tyy to repudiaie it becauco

-
] n}

you should, and it is en dwworal law at the very

least, the Port Auhho~ary will say, "We challenze

you," and 1f the Porit Auihority doesn't say it, the
bonsihoeldors cerxcainly willl, becausge there 1s money

in it fox them.

The only way avound it, as I see it,
is to have the 1aw‘ﬂec1ared unconstitutional,
illégal, ard unnoxorccuble, which I sincerely
believe.

Thank you vefy rauch,

CHATRIIAN KELLY: Was there anything
in your lawsuit concerning the bondsfperpetuating

themselves, where it goes on and on? Is that part
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Tobhin cnid, L7 0 hewnd nlia cowveeiiy, cthoe only way

you can sol Lhe Pori Authority to do anythlng oo

a5s Craooii o Lo guavoiaiteo oo you will nale up
tho losses. 1Y you cuavantee to wialwe up the lococs,
thiey hove no probleon,

CHATIIIL WELLY: iy finul guestion:
Would it be your opinfon that il we cowated
anochor Aubbority, Like we did wiih the M4, vould

thzt heln?

YA YreTy KN AL - [4
MR, Wil Mo, because Mo,

fov us, unliiw

G LEPA to turn ovew oulr surnlusos o tuls nou

eiey bacavse of 6005, XL 0005 lg unconstii
al, that cen be done, but i€ it in coasitiiotional
it coanuot be doun,

CHATRUIAN IWLLY: s tucre any vay
e of

advariiag

o

in your we

som2 rescaccen that you did do, te do this undexs
any other pou2r?

1

MR, RUESL: X have tbhoughi loar ond
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Dot T oavnla anearttolo no
L4

Vi 14

srocter ool e
- an o el

the last ome. 1ir. Leviit made some very tellliy

obgervatio in the secord rooori.
incidentally, wos completely alscounstrued by the

‘

press, and the nisconsirveting was not eerrected Ly
the Port Authority, and it was referred to here chis
morning. It was seld that Mo, Leovitt had found that

the Port Authority was Lesing on all Wut five

03

facilities. Mow, that Is completoly untrue. The

Port Luthority wmay be losing on the ‘ludson and

4

anhaican, ant I haove no douizg abous that. It
claims to bLe losing on ile bus terminal at George
Vashington Lieidee, which is a very small operation.
o My. Levitt's repori,
properly consitrued, theyr were not losing at any
other facilitics.

How, what Mr. levitt bhad done, he had
glven vavious coluuns of figures'to show how much
they take in on each facility, and how much they
spend, and so forth. In the aext-to-the-last coluan
he deducted debt seevice, and the last eoluwn had
In the debt service

the ciwount less debs sexvice

he includﬂd inierest on long :nd short-temm

Uds $irst report,

pi—ry ——an
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Lorzoaings.

o, €ihe anowiizaiion, the repayuo

particula=ly oy sﬁnrtwtcrm Lorrovings undes Eh
accounzlng, is a proper item of expense to bo

deducized fron youw gross incoms because in the
years of the audit in chose vory sam? years the

Pore Authwriiy was borxeniuag shorieterm by almost

tihie samo amowll ag was wepald, and sometimos mowe.
LI you ave going to charge the cepaveent of shores-

tezm debit as o loas, thea you would have to weporr
the bowvowings as o cain.  The Pore Authority
didn't say a wvord.

Page 1 of the iow Yorlk Times daid

that the Powt Authovity was losing, and everybody

5
said, “"Isn't that a shame?”  Thev ere veally

cleaning up. IF they were on the 1ist of the 500

largest companies in tho country that they put out,

taxes; eithew.
In the second repori, Mr. Lovics
made it crystal clear, and he wen: on to say that

tJ

the Poxt Autherity's financial coadition is vesy
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their biggest single investment was the VWorld
Trade Center which is nothing wmore than an office
building, and all of this nonscnsce about helping
world trade because you can go to the 110th floor
of onc tower to the 110th floor of another tower
and talk to somebody in the world trade business,
when you could get him on the telephone, and the
telephones are nov improved, and you could get him
a 1o£ more easily, and it is office ¢pace, and tha
is what it is in competition with the Uris businec
and the Atlas busincss, and the other people that
have_bcen_building office space in Manhattan, so
much éo that»perhaps they over-built, but then on
tép ofrﬁhaﬁ comes this $11-million squaré»feet

put up by a pubiic'agency, in this time with the

cities of this country, and this area deteriorating,

after all of the things that they could think of
to'do, with the $650 million that would come
within the scope of the mandatc of terminal,

transportation, and other facilities of commerce

in the Port of New York, and the things that they

could think of that we most nceded was office

space.

$a
L ||
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i iy oan dudtesidion off the distoniod
priovitics of this azeacy thas has gotten tocally '
out of hand thain, a3 a »roctical Ym‘Ll"“, is

ansverablﬂ to nebody, and ¥ would Like in thai

' +

commection o olk for a womesnt about the so~called

Yas, the Covernovs ~an veto actious

taken by the Poxt Authoviiy. There is no way for

them to vete dnactinas, Lf the Ponn Authowity doos
not want £ helr: noss tweasworiaiion, and they coll
it a digease, and fbhey gpuak of it ag a headache,

and 1€ they tell you, as Mr. Tobin did today, that
even if you pasy a law he will defy it, if that is

their attitueds on wose twensportatzion, hou nany years

.

do you thinl that study of the tunnel under the

CHATRMAN ILSON: T have anothor

question. Mr. Kbeel, yoir have also made a

]

statemeani to the effeci that you ehidal theye is
conflict of intorest, as Zar as some of the

Commiesicners

L2e

I would lilke te Lnou

ve
-~
te
D
re
O
v
”
2
-
b
~
Vo
s
.

about that.,

fRe FHEGL: Well, I didn't guiie say
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oLt oun caat over the vears, the
& J 3

practices of the Govermwore of woilh scaces, up unoil

s

he €due ol iz, Conill's election, was to nana

prasceily ceople Jrom the banlking

5 ownd brekerdng
commMLly .  Wney vers people, honoravle people, and
L aa nob suggesitiug for ocuz mowen: chat they, them-
sclves, Jdid anylhing wrornc.
point ol viow, necessarily in liche of their back-
Tuey vere undourieddy buourht to the
Socnientdon lu omion Co bolp sell &
i €he bond mavik2t by beia; able to say to the forilhi-
coning boudislders, "Bon't you worwey, you have baen

Suy gt 8 - . o
fuily proetected

wiih more profoeciicn than our genown

Counsel snid you need, our folicitow General, becaus?

our bosud iu tan‘“?wsroke_ winded and wo are oxienao!

Lo the finonclal coemualey,”

M. Rendn no the only wmeimbexr that has

-

had direct enx_,;cn > with mass tronsportacion.

I have crlecicized th2 lock of people
ot the 2oced dn eddition to baakers and brokers,
3

and I am in faver of the banking and brokerine

comnundly getting representation, too, but I comniled

. ]
a goalistig on tune nuahoar of bunLCLS and broters




since Mr. Tobin becauwe Drecuiive Director,

017 over 50 porcent, anl welt ooy bald of the

[
6]
-

reprecontation that cosen fmen shain Jimited

community, and I don'i thivk then mLat i riciz,

CHATRMEN WILEG!: On &he same line,
do you thinlk that the avenige citieen that conmaleo
betucen the ctates of New Tork aid ev Jeweoy hoes
o fair repreosestation a3 fax o5 the Semsdssionors
are caci ‘(_ ned din ghe Tort of Neu York Authomity at
the preseni: time?

MR. WHEET: Thes awe boglnalag o have
have in MNew Jern:zey.

PAasy

CHATRMAM WUILEOW: But you say thal

not in New Yovk?

.Yy YT - “ uge - nd- 2 aa”
MR, WIEDL:  Hat aa woi, exoudt ULth

egard to Mr. Roman.

CUATRMAN WIITSON: Than Lj wna oul

MR, '.”.ﬂ. ves.

SEUATOR | ., DEY, T™d:  Mr.Chainnan--
Mr. Kheel, vonr venditiion was wvewy interesting and
very gocd. I have goh a ceupls of qnestlon: bore.

Where it was menticned that 1f the 1952 statute




~

was abolished, it would affect vested righos, ard
b 3

that would apply to already-existing projeciz, bLiu:x
\
as to any future projects, the revocation of thic

o

DAY 9

law would be effective?
MR. KHEEL: Mo, it wouidn't bz,
according to Mr. Tobin. It would not be, because

it would noit be revocable or repcalable with r

egaed

CLhivd

to those bondholders who have bonds outstanding «nd
unrepaid and there are such bonds out until 20035,

SENATOR Dil. TU¥O : If the Legiglature
for future projects wants to play under different
rules vhich they can do, why wouldn't they be

effective as to future projects?

Lse

MR. KHEEL: According to Mr. Tobin,
you would be violating the Constitution.

SENATOR DEL TUFO : What is your
opinion?

MR. KHEEL: If the laws are legal,
he is right, but it is my opinion that they are

unconstitutional laws. He says you are constitu-

tionally prohibited from making the Port Authority

do what it was set up to do.

I say that that prohibition is




uncenstitutional,

SEMATOR DEL TUF o: Jell, I foel
that the situation would affect fhture Projects,
and there would be a new ball game,

One more’ question, and I just want
to touch one more thing. You made a statemsnt
which is Qery impoxtant to me, and I would like to
see if we disagree on it, and I hope that I am not
wrong, where you said that the Port Auchority, on

a quesiion of the spurs, either Kennedy o the
coat

-

Newarlk spur, will not ¢~ the Port Authority any
money?

MR. IMEEL: No, I didn't say that.
I said that the Povt Authority twon't do it if it
does cosi wmoney,

SENATOR DEL TUro : I thought I
understoed you to say that, No. 1, they have
alreédy -~ I understosd you to say that the spur
will not be built with Porﬁ Authority monecy?

MR, KHEEL: ©No, I said that the Port
Authority will not build the spur or the link if

it will cost the Port Authority any money. They

are waiting for Governor Cahill to say, "Go ahead,”
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and then they will say, 'Where is the cash? Coan
up with the cash and we will go ah?ad."

SENATOR DEIL TUFO. : iWhose casn?

MR. KHEEL: Your cash; the pecple's
cash.

SENATOR DEL TU#o : I am not asliing
this to argue with you, but he said that they hzad
already built -- I don't know, but intexchange:
near the airport, and they had already built it,
and wacn't that with their money?

MR. KHEEL: He said some woxrk on it
but you can bet your boots that they have noi goiten
themselves too cormitted so that they will lose any
money.

SENATOR DEL TUFo : He said that
within a week he is going to submit a plan that
they h#ve. Now, are you saying that if that plan
is approved by Governor Cahill, and llew York State,
it is not going to be wh;t it would be with Poxt
Authority money?

'MR. KHEEL:" Absolutely. I will bet
dollars to doughnuts here and now that this plan

. that will be suhmittéd to th2 Governors, for

‘.
l
f

{
{

i
|
|




approval, will malie explicinly and fepliellly ol s

) e e d

that tho 2oot Authority will not “pnnJ any 1a2n.ey

o

cn the 1iuk, as a rail link, 1f it is going to

L
(o]

-~

esult In the use of any of the funds for o d27ic

i
1-e
H

operation;

SENATOR DEL TUre : In othoer wuxds,
thewe ig $200 million that is going to be spunt
on Kennedy Alrport and that is net going to bz Fowc

Authovity money?

MR, KHEEL: No, they will spoud the
200 if they certify that in the succeeding ten
years they awre going to make back on their inwvesi-

r:r- ¢ A ]
Jagtag |

cient to cover tne

e
¥
.3

Lexre:

fl.v
lws
)

ization, a;d th2 recerve necessary for
them to have, to be able to say that that facility
is sclf-supporting

SENATOR DEL TUFo: Assemblyman:
Reogers asked about the 28 million for the Newark
Project. 1Is that going to be put out by thes Port
Authorlity?

MR, KHEEL: They will not put out
a peuny unless they can certify thst they will not

lose any money on the deal. That is what Mr.Tobin




said tolay, and it is as clear as a bell. He lLupt
telliny you that we will do 211 gorts of things

for mass transportation within our legal and fizcal
responzibilities, and then when you acked hinm abous
those, he said it is uncounstitutional for you to
ask us to do anythiug that is going to cos:z monsy,

winted

ASSEIRLYMAL LAYDIS: I jus

rw-

to cover on one point, on the question that the
Senator just said in which he said that he vonso.
to know cloub the future projecis if they were
Scovered by that limitaticn, aud you said yes, If
I put the quostion end said future bond igsuszs ars

4

future puciholdsces  applied by this in this

g o ¢ S, K I ¥y TR S S
comEnAn, CoUed Ll gppear in these specific indentur

would you sedll aagver yes?

MR. KIEEL: Well, you have got this
problem to overcora2, and possibly you can overcooe
it. I rathee doubt it. They borrow under the
Consolidated Dond Resolﬁtion, and ail of their
facilities now in existence, or hereafter created
are plecgoed tb the support of those bounds. I would
rathear doudt that under that legislation they could

put out a lond issue for another $100 million or

)
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$200 million, outside of the coverant, bescause
such a bond issuz could not be bgsed on their
ondsting facilities. It would have to be outsidz
of it, and if it is outside of it, it has un
support for salability of the boﬁd market.

ASSEMBLYMAN LARDIS: I can sez thal

-

proXlem, but I notice this, that they state in thoeivw

prospectus that there is no limitation of the
Authority's power to arrvangs on bonds in ey s2uiec

~

of the zmount at oxr bofo:

L]

e maturity, exceni, and
then it sets forth the Consnlidated Bond Resolution
which doesn't seem to have this covenant, and thaa
theoretically at least they could refinasce that
gredually ard climinace thie covenant if they wer2
so minded to do so?

MR, KHEEL: They would have to
refinance $1,300,000,000 forthwith, because as long
as one bond of one bondholder is out-standing, you
are constitutionally prﬁhibited from legislating,
according to Mr. Tobin. If they could get up
$1,300,000,000, and recall all of the bonds, many
oflwhich are selling below par -- you can buy a

Port Authorxity Lond for $64 today, or $61, and the
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Londs issued when the incere t rate wag loew, ovt

')

tﬁey‘arc lower because of the change in the intcres;
rate, «nd thicse bondholders would ba delighted
have the Pori Authoxxty reeall their bouds «nd
issue n2w ones. I doa't think that that is a
practical approach, but 1t ls. can.

CHATIRMAN KELLY: What would Lo tho
cost? flould the bLouds go sky high?

MR. IKSEL: They would have to be
called at foea value, at 100 pewcont.

| ASSEMDLYMAN KOPPEL: I dom't think

you meari what you just sald. I€ we wepeal the
covenant to cﬁ, os I reéomaend that we do, then
people ui:0 buy thosz boads frou tomorrow on no lorjew
can rely on that covenant?

MR. KMEEE: 1 agree.

ASSEUMDLYMAN KOPPEL: And at least
we would not cocmpound, 1f we repealed the covenanut,
6606, and I &m not talkiﬁg about past bonds, we
could repczal it texmorrow, and then either we could
wéit until 2006, or we could start retiring bonds,

.and I would suggest that the Port Authority may

well b2 able to buy bonds in the open market, in
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addition o rebisio

e s - s . Y L . -
Lobac ab pdun, 20 Lhde Laooa du

least if w2z roraeal 65605 in the Leglslature this

year, thay camnnot exntend even further the guarantao,

=
¢

MR. KHEEL: I think‘that‘that
right, and I think that lLecause it is such an
immoral law, it ousht to be stricken from thie books.

I think it should be repudiated so

as to raiss the dssuz of its legality, and not

3

merely in the suit that I have brought, but by
legislative action, and I think that that would be
put if you repezal it, you arve freesin:
yourself up from 2006 on, and I hope we are 21l hexe
then to reap the benafits, and you can reiire bonds,
but rot untlil you have retired all that are ocui-
standing, gnﬂ I sup?mse you could start with the

e
3T e

A}

bonds that ware issued la
Now, there 1s a point that you make
thexe, because there is $1,700,000,000, according
to 10z Tobin, and I think that was his statemen:t,
$1,700,000,C000, and that is page 12, and he said
that there was still tha uncertainty among this

concerning the Port Authority bonds, and they
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1

accepted tle formula as adequately protociivg tou
investnents. As a censequente, the Poxt Authority
has beon able to borreu $1.7 billicn since thor,

Now, I think iraybe you have scuzilivy
there. 1If $1,700,000,000 of bonds were retiwed, I
don't think that the Port Authority could success-
fully argue that the covenants that the Legislature
intended to insert the covenants in that bond that
had been bLouzht by bondholders who were not relying
onn the covennnits, and I think that that has
possibilities. In other words, you would not have
to retire $1,300,000,000, but $1,700,000,000, and
it still would be difficult. It still would involweo
a windfall to some bondnolders.

ASSEMBLYMAN KOPFEL: But we have to
retire all of the bonds issued between '62 and '71?

MR. KHEEL: That is the billiocn
700 million. No, I am wrong, excuse me. I have ny
figures wrong. They have $1,300,000,000 outstanding,
and they have sold $1,700,000,000, but they have
retired some. I am wrong.

ASSEMBLYMAN KOPPEL: But how much
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But thore axe some wotived,

one%billion three oubniaoding.

ASSERIBLYIIAN

this sehadule of debt, thoze ave the highest zate
Louds, the receal ones

MR. Rui®l,s  Yes, they sold et povw,
and T don't kaow whotlier this was in anticipation
of this hea&iag or not, bul thz touds have Lecn col
off a liutle wit sivce we have talked about this,
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1f you lecls ac

fl,: I£ the covenzui

removed

on the

fnduced to éuter into this,

in the position that the bondholders are in, waen

the Soliciior General

protected ai

the comrmuter

ASS ﬂ‘”L MAN KOPPEL:

what Mr.

cieion they nzeded they had,

let us agsume that we.

said that all of the

2V

LI

and they

the eupznse of the subuay rider and

incteradl Af

Let me discucs

Zelly brought up, and I am not sure of that.
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repealirg the covenant for the futwre, leglsloti-oly
stated thntiin the exercise of ocur right to protuc:
thz people of the two states, we find that this

covenant stands in the way of the proper develoraant

of mass transportation facilities, which is essentlzl

to the people's good and welfare., If we repealced
the covenant not only for the future, but for th:
past, and if we could show that the security of
the bondholders was not iupaired to any materizl
exizent, could ve not argue, as Mr. Kelly suggectod,
that w2 have that right underuour.pclice power?

IMR. KHEEL: Yes, I think frankly that
what you should legislate is nbt caly the repezal

and the repudiatica of 6506, but you should mandate

the Port Authoriiy, you should do just what was

¢

suggested: the two Legislatures should pass
legislation saying to the Poxrt Authnzity that you
build thz spur or the link to Kennedy, and you
build the liak to Nzuark, and you build the tunnsl,
regardless of whether ox not it comes withiun 6606,

Yes, protect your bondholders and
giva then reasonable protection, but not such

4

protoetion thnt they can bacowr the most protecte!]




1\:: 1.5 You ghiould o

tivy orld,
raadate that you do tha,"
\—T: I"ir.

dofy your macdate, and lot the bonduold

thiey chooee, bring the case to courk,

~ nooa

theixr pound of flech in the form of a

CUATRMAL LELLY:
do that, couldn't we
and I

thew wony itens which would rua,

going

.
PR e
__’xf.\p JURCH

.
Assumin

sos8ibly keep maad

1 ]

Tobin tell you thah Lz will
1

o

and geb

uarter ol

P S
o {tnat v
atirg on

am jusc

to be avbitinry, leop mandativg on than

projects that would run 2 defilcit, and wouldn'i wo

then be ==

R. KEZEL:  No,

Port Authority that ve wnndate you to sp

mass Lranspoxtation all
amounts in your general reserve fund
protection of the bondholders
would have to say, "And we
those surpluscs have beciz used up, for
transportation, MNew York State and New
make up any further deficits.”

What the Port Authority

for the
, and then, then you

guarantee that aifter

Jersey will

would have
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Agsomblynon,
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ie nomning: 3 porcent,

ig, surely the boud doats

o2 b opoas

b

need all of chat puotectilon, and Lhﬂ\vay Mr. Tahor
misleads you is that he says, "If w2 have to tuks

over $300 willion of the dgficit," he sald, "o ace
ruined," and he is wishit, but who is sayinz that

l

12 chould taka over §3350 million? What we axo
saying is thae they chould talke over what is cuwplus
over anad ebove & protection that the bondholdsis

“

reasenably v
protection th
guacizion,

1 K
ooy

stated

raelatioush

Jaldl

- e
Ll

1
a

.
i

They aire nobt entitled to so

.

‘ T

the mass trans

g

LSSEMALYMAN KOPPEL:  Jucst oux
Chrivean., In lig £ what you
the Voxid Trada Ccn:nr, and its
ip oo t?: ndate of the Poxt

d’.’.‘cA

2rs get noihil

1 .“‘l
A RS R
el he

&\Ju

lagk

ain on the real estate mauket,

vould you recowrsend that the World Trade Centew

b2 gold by the Port

Authority sho

field, and that it ought to get out

Authority?

MR. KHZEL:

10—

i (AN

uld not be in ;he office buil

I think that the Poxt

of the office
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G I ag qUIckLy a8 Tl e, prudenily.

.:\

I wouldn't want it to throw it on the marlet,
particulaxly, at this time when office spaze goes

begging, where the Poxrt Authority, if it has got

80 pexceni, as it says not merely signed up bun

in process, 1t must have been undercutting the

~ .

mﬁrket and 1t must have been COuf ting unfairly
because of its tox advantages and interest
advantages, and 1 cerxtainly Lelieve that -- Mo,
Tobin said that a public Authority should do vhat
private dndustry connot do, end private induztey

cannoi: supply office space, and the Port Authority

should provide for wnss transportation.

~
4
.

Trads Center, for a second, and my impression is,
and maybe yOL can clacily it because 1 am confusoed
conceining thz testimony of Mr. Tobin, and with
regpact to the wrevenues on that. Mr. Levitt
indicated that he thought it would met $35 million.
Mr. Tobin iwpli-2d that that $36 million was Lbzfore
debt service. If it is before debt service, and

the investmaut is $650 million, I get the impression

thot by a neot, virtually, unless they are paylng a




1ot below 5 perceni of thelr moroy, or wmuci: baelo s
that, thoy have to be losing wouey et full occou-
ancy?

VR, KIEEL; Now, Mr. Tobln vao
throwing more dust in your eyes when he tallezd
ebeout thait., The last report thai the Port Authoniiy
made, and it reports once a year in April, so
that thewe is a lag, end particularly now in Marel,
where we are 15 months behind the last figursz thao

the Povi Authority put out, and this is somzithin]

so that we lwow what is happerning frow month to
wonth, and not just an annual report.

As of Decennex 31,1989, the Fort
Authority had outstanding $1,200,000,000 of bonds.
It had a debt sewvice -- well now, the way their
reports ave, it is terribly misleading because they
include this debt service interest, emortization
on the long-term debt, and repayment of short-texm
debts, and they gilve you a net figure after debt
sexvice, but there is no -accountant in the world
that will tell you if you want to find out how

much woney they really made that you would subtract
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. iateems g

the repayient of short-term dzbt and not inclule

fresh borrowings.

Now, at that t:ime, their real deobt

sexrvice, even 1f you include long-term amortizationc,

and I don't think that should be included, was aboui:

$62 million. They made $13 million in interest on

this other twangaction, and $5 million in New York

securities, and that was $39 million that was their
debt service, and you have the figures there, and
their net earniﬂqs after subtiracting operating
expenses was how much, ifx. Koppel?

MR, KHEEL: I think it wag $115

R,
million,

ASSIHBLYUAN LANDIS: That was by Mz,
Levitt.

MR. KHEEL: Yes, and you subtract
$39 million from that, and you have got what is
really Ehadr profit at that time. Now, if you look,
it is in Mr. Tobin's statement, and he says that the
Woxrld Trade Center is going to cost $650 million,
they hava already spaat $400 million, so that $400
miliion is already théir bonded indebtedness, you sea,

and clearly what the Comptroller meant was that the

B R e e
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FAVES) Lo
$36 1willion was on top of the figure that we hass
just worked out, clea rly that is what he meant
because the cost of the Wo cld Trade Center is belng
paid for out of shorc- and long-term bor vowlingo,
and going jnto their debt structufe irmediately,
end $400 million, according to Mr. Tobin's state-
ment tLig woening, 406 is already in the dobt
structure. I say 1f they could only make $36
million thore is soaething wirong, bocause thiny
boxrow:d ait a net, and their net inlerest cosis

J..

according to that report, efter you subiract ti

-
D]

§13 million wos 1 pereent, 1 percent. If you

don't "t“'l&&t‘thé $13 million it ig 2 percent, IF
you take i ia 3 pexeent, you kaow, and you have
had exgevienze with build ding, and what does a
builder have to pay for a mortgage, for a building
lean, and equity roney, and what do the builder

who are building office space have to build, and
they are con eting with the Pori Authority, plus
"the tax cxemptions that they have to get, and plus
Paying toxes on what the value was before it was

icproved.

They haz ve got to have a %50 million




a year advontage ovew private bulldows.
In ascuning that they mevely -- oo,

private builders are noit paying anything, and i
they aren't, where are they building all of tha¥4
buildings at least up to the presenﬁ tim2, and tho
. situation is different: at the moment, DBui vhon
the Port Authoriiy went into this businecs, it ves
with that acceptaticn, that they had a $50 million
a year advantage over the private builders, so
they were protected. Either they cash in, ox 2’2

$50 willion plus the sawz profit that the other
builders maks, or in oxder to be 100 percent
rented, they cut the rate. There is no way of
doing it other than that. It is one or the othzo.
So that $36 million is, I think
with all due respect to the Comptroller, and he is
a very gonservative fellow, and he said they will
have a borrowing capacity of a billion dolla.s and
grossly understated, I think, but at least you
know it is a secure figure. $36 million is gfossly
understated but at least that is a secure figure.

ASSI ARSI RINALDO: I have one

question, and I think your téstimony was excellent,
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but i& annears to we that despite tho staboonnlis
P &

by our Coveraow, ond his very, very eavncel oI i
ol behialf of mass tranmsportaiilon, it appedrs that
both Governowr Cahill and the Legislature of tin
State of Nzw Jewsey, from what you have s2ld, avd
o vhat e, Tobin stated eexlier, are boliug
deluind that the Port of leu York Auchorginy is golrg

to move ali:ad wlth any mass trangit projocis,
Additionmlly, unless G606 and the ceonpeanion
statuie in ilew Yorh are vepealed, we are golng te
have QifL lculuy even mandating them to spzind mon2y

o1 138358 btransit?

MR, IEWmEL: I think that 4f the too

thinzs thint comz thwoush loud and clear frem thes:z
hearinas ave stated, and they ave very important

in this respzet because the Port Authorilty state-
ment of February 1lth is misléading people into
believinz they were now at long last going to do
somathing for mass transportation, but if there is
one thlry that comes through with as nuch clariiy
as anythimg céﬁld, it is precisely what you have
vaid.' Coveurnor Cahill 1s being deluded, and

Covciaoi Rockefeller is beiny deluded, and the

-

ST IR I
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Legislature is being deluded, and the public 1o Dboing
doluded if thoy think the Port Authority has chougand
its position one iota ou that they are going to
spend one ceni on mass trans portatJﬁl beyond the
very limits set by 60606.

CHAIRIAN KELLY: Thank you very wuch,

The next specler is Mr. Abrahom

wn
(%3
D
vy
=

MR. ABRANIAM STUTIM: T just want to
point out =~ filrst, ny name is Abraham Stein, aond
I teoch at Pace College, and I did sowmz research,

and I brought sowe very 1nlek60t“ag nfornation,
but I douli very much that I will be able to give
you muciy inf forantion tonicht. I don't think you
could take it, and I doa't think there is time.
I would like to have an hour at least, but T do luuw
this: That it is alwvays good to have a variety of
instrucents, and it is uliayq good to have different
wvays to solve problems.

If we can solve the problems about
maliing the Port of New York Authority amenable,

amansvle to its masters, by repealing 6605, or

voiding it through judicial precess, fine, but if

e
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we are uable to do that. and the futuvre Lo oino

. )

someLhing you caanot tell abouf, the Poxt Auwihooity

can siill do ecverything you want it to do n»igh:
nov. It does mot hang on 6506, cither way. That
is an jmportant point to make,

The second poini that I would like
to maka is that the Port Authority has necver los:t
a penuy operating PATH, Where this statemzneg that
I made 15 a statement that was made for you to
create policy, you axre outside the Port Authority
for policy-making purposes, and the Poui Authoriiy
reporis to you in a certzin way, and when it

reporiis dn that way, that information is foir you

r.~
B

{

o uae crectively for the entirxe metropolitan

regio:

o

I also think that if Governor

Cahill, whom I have had thz pleasure of halpin

a little bit, and Governor Rockefeller, whom I have
b ] b

‘not yet had the occasion to help, does want to halp

the municipal area, and the counties of northern
New Jersey, and downstate Mew York, build a
multi-netvork of mass transportation facilities,

they should think in terms of a network, and they
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should .think in terms of assistence, and unlzgs vl
undersiand the system approach, which the Poxi

co its oun advantage all ol

-

Auvthority has used

T
0

theoe yeaws, it made systems when it wants to, ard

it divides these into places and facllities an

[SH

prrojects whan it wauts to.
I think w2 have to be very carciul,

Uider 1o CllLU‘othC“” should we talke one of the

Ll
:
4
[}
pa
[

most forward-looking instruwrentalities, a bi
Avchiority, aund wake it vulnerable to destruction,
either thx ouﬂn taxation or anything els=. We sghould
have no tomation, and no castration.

hing to tell you, ox shoﬁ
you, however, -isin the wowds of the Pori Authority,

in th2 wowds oI the instwumeont, that nothing is

more important than ths development of adequate

(u

suburban mass transportation, ”I have the citations,
plenty of them.

I will ¢ 1 30 show you how the Port
Authority has spent its own money trying to cdavelop &
mass transportation network. I have other things

to show you, too. I keep tryinz to get back to the




First, in the beginning, I should soy
~that I went to thank you for 1estipg e cene hevs.
Secondly, I should ﬁoint out thah T
sece an historical significance in this joint acticn
of two states, that has good intentions at this
point. The rcason that we are all here tbg:thar

from both states is that we have one common problom,

Y

and we have to tackle it in one coamon proccss., ARG
that cowmon problem, ond that common process makaes
us one systam, The two Commitbees constituce one
system.

Whatever com2s out of this hearing
will not b2 adequaic. The system, ths two
Counaitiees, éhould_be thinking .in terms of the
continuing prograan of study, a program of study
funded in th2 order of from ten to fifteen million.
And the source of the program -- of the funds, is
very siﬁple. The Port of New York Authority.

The Port of New York Authority has given millions

of dollars «ray for various purposes, and they can
give you millions. You need it, to do an adequate
study from a cybernetic statement, and from the

standpoint that in order for a system to have
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adequate contbrol, it wmust have not only intormnal

controls, bui it must also have expert extexrnal
1

V

conirols, and you nuct becoma the extuirnal coniuel

of tha Pori Authority.  This is the approach
today that I would take.

ASSEMBLYMAL LANDIS: You stated
criginally, and it soxt of shocked me a littic

1 »

and you have wandered off oif it completely, hu:

you began with the statement that despite the
statuse, there is no limit on the Port Authosisy's

investing in mass transif, and could you explain
to me precistl'y what you mzen?

MR, STEIN: I want to thank you fow

4

helping ve couz to a focuas., The law is here, and
it is wight in McKineey's. The 6006 is here in
tvo versions., We have it in the current version,
when they put it in the afterthoughts, about

1 perxcent of this, and 1 percent of that providing

so forth and so forth and the originral version wa

vritten by the Leglslatures when they were thinlking

about it.
1 am preparing a statement which I

~will publish next week, and I will read you a piece

P2 SN RS S




of it.

It concerns the function that PA" d

\

is a doficit-ridden or los3i operation, and a study
of the deliberate failure of the Commissionors an:d
principal officers of the Pori of New York Authoziiy
o0ffinors

KRR

who ave also the Directors end principal o
of the Port Authority Hudson Cou porations, o
render a valid and adequate public reporting and
financial acecounting of their implemznidi: ion of
the 1962 Pozt Developsemi Project Act of New Joraly
and New York,

They have £iiled to account Lo you
?d“qrﬂtlw). Thera is one way to account fow that.
A detalled cuowlnation, end the whole thing will
run to cboui 30 pages.

1t follouws to support the view that
it is folee and misleading to assert that PATI is
losing money, orx to imply it by looking or jugzling
of the technical contracting terms in press
releaszs or other ccmmunications prepared by
pon-accountants. It will-gain added confideunce

by ridding tho original legislation authorizing

the development aul operations of the joint

e




facilities of the Port futherity -~ of the joint

facilitics of the Porc Authority oviginally tewpu.od
the Hudson and Maphattan and World Trade Centor
Project.

ASSEMBLYMAN LANDIS: Let me just
ask you somzthing --

MR. SIEIN: If I can't do this in
three or four words, instcad of ten pages

ASSEMELYHAN LANDIS: Yes.

MR, STEIN: The only sound wa,,
according to the law, and accordimgvto accouating
principles, g to report the operations oI PATI,
is to coubinz then in congsulidated accounts with
all othex operations of vhich PATH 1s wmexely a
sub-system, bacouse [he 1egi§lation said that the
Port Authority should go about assembling land
and ;ebuildimg the Hudson and Manhattan tubec,
and building such incidental buildings as would
help it make enougﬁ moﬁey to make sure that Palll
didn't lose money.

ASSEMBLYMAN LANDIS: Are you saying

"2t the reason that they say PATH is losing

“ it from the World
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Trade Center, and fivom the tewminal bulldi: ;s cn
the other side the things that wake the monav?

MR, STEI: Yes, and in a fachion
that 1s not allowed in financial accounting and‘
reporting to the public. They did it £xom coczt
accouniing figures, which ave ar
inadequate.

ASSEMBLYMAN LANDIS: Well,in doing
the Loolkleeping, do they include these variou
capiial itemns?

IR, STEIN: Tt is irrelevant where
these go, or whather they do everything right. Tho

(538

e

point 15 that it goes back to an earlier situst

at 111 Sth Avenue, the headquarters of thz Port

Aty nov known as the Port Authority Building,

originally built as a union freight terminal,
No. 1, the first of a series of freight terminals.

The ground floor, and the first floor were to b=

of freight. The railroads didn't want it and the
Port Authority wanted to build it, and they said

to the railrocds, '"You comz on in and handle

NS
id

a freight dispatcher's terminal for the distributioc:

freight at a dir2 a ton, and we will build 15 floors

-~
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above it, as loft and oifice building, azl wo

will gol money to support the entire projece.”

That was a question in thbe couris
i Wi

conzerning th2 terminal, and the conris said that

the 15 floors wvere

[y

incidental to a public purnnen,

[

o)

piy
Y
B

.y K- Q. PR | . P P i
e same thing happenad once aualy

with the design of the World Trzde Center. e,

2%

/hen the Port Authority first proposed the Woceld
Trade Center to the two State Legislatures theoy

-y o

couposed these two projects as independent projecis

and the Hudsen tubes, where they start out, and the

Workd Trade Center, it vas proposed that it build

[

a world tirades conter --

CHAIRIIAN KELLY: You mean the Pori

Authozicy?

MR. STEIN: The Port Authority

—

proposad that it bulld a World Trade Center on the
East River, combining the stock exchanges, and the
comodity exchange, and all other kinds of comacree,

cldcens

and the Nudson Tube rehabllitation project on tha

ASSEMBLYMAN LANDIS: What you are

saylog, end I doau't want to lzep you too long, buc




Lol

[

what you are saying is that when Mr. Tobin sald
that the World Trade Ceuter b PATH are in tkg
same bill, bul two separate sectiong, there was
no intention that one would balance the oiher,
and you are saying that good acbounting requires
that one does merge the two?

MR, STEIN: Not only am I saying
that, bui the Port Authority said exactly what
I am saying, when they started. In the Courtesy
Sandwich Shops versus tlie Port Authori Lty, the
Port Authority said in its defense of the operation
that this is one integral process, and that theo
purpose of the World Trade Center, which was
supposcd to be a 30~story building, and a 70-st toxy

building, was to support the transportation

Now, the Poxt Authority did muzh
more than that. That is what they said.

CHAIRMAN KELLY: Now, you are
saying that they not only did that, but they rmade
two 110-story buildings, but divided the two items?

MR. STEIN: Yes, and they have

two 110“"“01y buildings and --
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CHATIRUAN JEiLY: They divided
itcms?

MR. STELN: Yes, they have dividad

this in the nminds of the public, and in the mirds of
the Legislatume, and L have discussed it in a stud,

CI‘ZA 111(’71113 1::: _).;.Jl :{lh o t j_ S a l 1 T::, ( - : L ,
thank you.

ASSEHDLYUAN LANDIS: If we accouaszed ix

differenily, vue mighit get ancther answen?
LR, STRIM: ‘Thowe is mo question abous

the fact that they have nmever run a deficit from tra
standpolne of tlie outside cowumunity.
to Mr. Kheol?

MR, SYEIN: This went in a memorandun
to Mr. Kheel about Mayvl, 1970.

ASSEM_LYVIAN KOPPEL: Is it your
sugzest | on that this is the way to get around 66057

MR. STEIN: It is my suggestion that
6605 does not operate unless -~ it does not operate
to tie the haﬁds of the i’ort Authority with regard
to miss trangportation unless they are losing money,

ASSEMDIYMAN KOPPEL: So that you
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suggeste ~=- 1f we made thea take over the New Yool

City Subuay System, for example, thoy might?
|
MR, STEIN: Tf vou made them take ovar
the Kew Yoxk City Subway System, you would hove to do
something diffzrent, and you would have to either
build -~
ASSEMBL YN Z’.PEL: A mile-~hign?

MR, STEIN: You would have to do whak

they are doing at the bus terminal., The temainal is

being doubled in size. They have a big chunlt of lanid

on the wosi .slde of 8th Avenue between 41st and 42nd

¢ iz vacant land, and they will go into

O]

that pieccz of land with bridges and 21l of that sont

of stuff, ond have an 80-story bullding that is go

ASSEMBLYEIAN LANDIS: For rental as
office spo e !

MR, STEIN: Yes, and built by prilvate
industry, which rents the land on a 99-year leasc.

ASSEMBLYTIAN LANDIS: On the air right

MR. STEIN: Yes.

CHAIRIMAN KELLY: If we tied that in

with the subway, that vou]d make money. We could

.

m
i

|
i
1
i
1
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wike them tako over the subuays?

MR. STEIN: There is a lot thewe. It
is not only wmy theoxy, bui that was the actual
practice of the lew Jersey State Legislaturxe. This
is what they did.

SSEMBLYMAN LANDIS: That may have boz:
the intention of the Legiclature, although I was not

there, in coonccetion with the Hudson Tubes.

0]
3]

}—.
(A

MR. STEIN: The Port Authority

2o
S
['\
(&

let us build the World Trade Center aloug the
River, and we will teke over the Hudson Tubes on
the west side and New Jersey didn't trust thewm, and

thoy pul it together, and they didn't trust thew whon

they created this, the PATH, and the Port Authority
bought the land by condemnation, and they condemaed

the land, and much more land than in the original
plan., The vhole ld a was to apply it to the mass
trancportation ‘system.

Now, I have all kinds of informaticn
here, and for example, the tracks are there, that
would carry thie passengers from Manhattan to Newark.
I said the tracks are there already. It isn't a

matter of surveying and all of that. The tracks are
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there. I wenl over them.,

ASSEMELVMMAY LANDIS: And wost of thu
tracks to Kenuondy?
MR. STEIN: That is another veny

interesting thing. It would be easier to comizct

the inderendent subway, by going to Aquaducl, and
3~

drzopping off, to connact that to Kennady, than to do

the more involved job that NITA -- and by the way, when
you mzntion M. Ronan, you are mentioning both bl

ard the Port Authority, don't forget that. You doa'h
even have to use the Long Island Railroad tracks.

ther annroachsz to thai.

researeh over a wowicd of four years. I have stariz)
studyiug tha Qort Authorlty, the very first contact
was when I was a stLduqt undexr Walter Hedden, who
was the Director of the Port Developmznt Planning
for the Port AﬁthOrity in 1946 at Columbia University,
and I studled uadzr hin.

I have béen very nuch involved with
the Port Authority, and I have made an analysls of
the 50 annual reporis that they issue, and I have
spoited exact tly where th@ b”gLﬂ to cut out the

-~
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ras e s
infornation. For example, on the following paze 28

here ==
CHAIRMAN EFLLY: Do you have a copy
of the veport? Is that a copy of your repoxri?

MR. STEIN: Yes, it is the only one
thet L have got.

CHATWAN KELLY: T have a copy, aud I
can have copies made.
STEIN: In 1931 the Poxt Autnco Ly
issued a balance sheet. It still does. It issued

3

a profit and loss statemoent for the Consolidated

™

Tnee2 Account. If sitoppad doing that and it has not

i

bezn issuing an
informziion on expenditurcs for construction of all

bridges, tha Geoxrge vashington Bridge, and other

6]

?

bridges, and the Inland Terminal No. 1, detailed.
It issued‘an income account, a profit and loss
statemsnt for tho Holland Tunnel, for the GeouZe
Washington bridge, the other bridges, and the outer
ridoe, end the BayonnemBridze, and it issued an
ocrarating cﬁpanze 50 tﬁat you could figurc out the

it, and it gives you all of this

neoma account after 1938, It issuad
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put it in the hands of Cowptroller Leovitt's scall
and ©hey adailtted they had wnever gone back into

the histowsy, that wvhat they are requesting the Pori

Authority to do now, the Port Authority gladly did.

)}

ASSEMBLYMAN LANDIS: You studied all
of these stateiens s, ¢nd there is one that I am a
little confused about. I gather that accounting is
different than it used to be, and they no longer
seperate out tho facilities. One statément that
they gave us is a statement of debt retired, and a
stateirent that seems to be significant, because they
have the riglit, evidently, to absorb the mass trensir
deficit not just‘up to 1 percent of the bonded
lndebtedness, but up to 1 percent of the total
retirement income, and oddly enough, these are
practically equal figures today.

MR. STEIN: It might be coincidental.

ASSEMBLYMAN LANDIS: Now, I want you
to tell me whether, from your studies of the account-
ing statement, ony income is being used for capital
expenditure in preference to retirement of debt?
When you stucied these statements does it appear that

if all of the income were used to retire debts that
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they could handle a greatesi - nss transit dooio o

re

1R, STRIN: First, let m2 tzy awn’d
, .
angver your quesicion your way, and then relhrasc

the question. Monoy is fuuctional, As soom as e

3

roney com2s Into the pot, whewre it came fream, you
don-t know, and thon you pay it out. You sze, oo
of the fact of it is that the } teoolt weoney fron

inecaz, and he“e they have money from oparaticos

whichh is inccome, and profit, end here they have noley

from bond dssuas which is debt noney coming ia.

=

ASSENDLYMANILAIINDIS : That is just

MR, STEIU: o, I make a $100 nilliun
profit, and I is¢ $1C0 willion worth of bonds, and

I now bave §200 milliion in cash. In the case of tie
Port Autiwxity it is cash, real cash.

Now, ﬁﬁat I am saying is that that
money movas through the income accbunt, and moves
through the balance sheet, and you see, the woney
does not rmove through the profit and loss, it mowvas
through the balance sheet, and that noney is put:
into a pot, and now they ha?e $200 million, and
vhat should they do with it? You see, I am trying

to help you come to a conclusion ,but in a very




interesting way.

Let we tell you whzt they do with
|

that money. How much neuey do you thinlk that the
Port Authority Commissioners have to budget out,

and have to plan to spend, wvhen they me2t on
January lst? $1 billion. Every January lst they
make a progvan to dlstribute $i billion bezcause
they know that they have $1 billion in cash in
thelr hauds.

ASSEMBLYMAN LANDIS: I would lilke to
address you very specifically to the question:
You understand that they retire debt two ways,
by cither vefinonzing, or paying it out of inccuie.
Firom the point of view of absorbing the mass transit
deficit, evidently under this thing they have, the
more of the debt that they retire from income, the
move debts that they are allowed to undertake.

Now, are they not in this case

retiring debt frem income and refinancing the debt

and using the income for capital expenditures, and
that is all I want to know?

MR. STEIN: Thank you. They hava

about -~particularly, they have about $450 million,
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concervatively $350 wmillion that they could uoe

tonoxrow to xetire debt, so that they could increzasz,

t_j‘

L7 tbﬂv vasited to, they could inereass thoe doeut
retived from inccoue by $350 million within 48 houns.

ASSEMDLYIAN LAMDIS: But they cre oaly
retizing ia the whole district of the aAuthority
$1 billion, and I have a figure here far in excess of
ot, and what I would like to say is that it seems
that a great deal of iuccmz has been going into the
creation of nzy capital facilities rather than
financing thewn through debt, and by doing that, that
they lessen the amount of transit deficitx

MR, STEXM: The iner aéc in Jnv;-rw:aﬁ
facilities in 1969 was $200 million. In 1968 it was
202, and in 1957 it vas 100 million, add in 1966 it
was 80 million. So I have that figure. But I have
som2thing else whic£ is extrcmely important. "If you
take away there from that $1 billion that they dispose
i on January lst, their operating money, after all, they
have to spend tﬁis, which is $150 million a year to
operate the facilities. -You take that away, and you
take somez other operating facilities away, and they

have -- operating purposes, and take it out, and they
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$826 million to nlay with,

0f that 826, -~ well, I will L. g7.°

) 1 1. N . 1
OC 102l

to put this into thz record, and they di

(o9

68 porcent for anything that they vere doing fox

"t

C\

capital purposes, so let's say for calculating
purposzs 70 percent of 800-and-gome million and it
is 500 million that they did not need for bullding,
or ior servicing debt, or for reserves, or for
anythinrg, They could, towmorrow, sign contracts fogc
$4,50 williion or $500 miilion of construction

contracts without getting bclow the two times ratio

of havingy reserves on hand. There is a lot there.

prepaviug anothor repoxi?

MR. STEIN: Yes.

CEATRMAN KELLY: What I would like
to do, if it is okay with you, because of the houz,
I will make duplicate copiez of this and I have a

copy ard I will have copies made for the entire

I would also like to have a copy of

o L% s e T ey g gy < e g et g Hom T i




our pronosed uow weport that yeu are going to m1a
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MR, STEIN: That will\be a 30-page

CHA IRMAN KELLY: And I can sece frem

what we have here, from what we have, and what

ak

probably talkes place in MNew Jerscey next week, that
in all probability we will have additional hearings

that will be necessary, ceven if we only do it on @

concentration off on2 ox two points, and we have eom

.
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finer points th’i we have done today, anc
reason if you don't mind, I would like to have these
gentlemen digest vhat we have already, because youx
report, Uhiéh vou will bubmit, ond theun we will
recall you at a later date --

MR. STEIN: I would prefer to do thaz,
and be batter prepared to give a better presentation
relative LO your purposcs.

_ CHATRMAIN KELLY: Thank you very muci.

Is there anyone else that would like

to be heard?

We have -a statement from Martin Gallent.

ASSEMBLYMAM KOPPEL: I want to point




out that Mr. Stein's work has nol caly assisiad tir
\ " :
Khicel and others, but it has been a great help to 1.
(Tha follewing is the statemant
submitted Ly Ir. Martlin Gallent:)
- > name is Martin Gallent, acd I am
MR, GALLELT: My name is Ha s € ‘

a Comnlssioner of the City of Now Vork and o niminhaes

PIREN

h

of the City Planming Corxnission. I do mnot spaak
for the Cowmission, but as an individual, however.

I would like to read te you a
concuiring statemont that I made on the Fifih Avenue
Distrlct, which we heard only on Vednesday aboul
anl let me sympathize with you gentlenen, I just
finished 2n 8 to 10-hour day sitting and listeuning,
and I fully appreciate and I will make this very
brief, but I have a salient point here and I am not
going to deal in numbers and that will relievs your
mind somewhat, but I want to get across to you an
idea of vhat is happéningvin the future in the City
mass transit system, and I delivered this in
relation to the Fifth Avenue District which we are

proposing and which we have passed and sent to the

Board of Estimate.

ASSEMBLYMAN KOPPEL: Do we have copies

-~




PO ]

MR. GALLENI: I have coples. ‘

ASSEMBLYFALT KOPZLEL: I would lilz

S CEC I S

epolopize, and I have to leave in five minut

-
.
Nr

(J

I night not get it all, and I will be sure, hovevoelr,

to read the statement in conoection with this,

M. CALLENT: (Statement follows)

The FLfth Avenwue District as proposal

by the Office of Midetown Planning and Develon.zak

will dizect the ecnozaous enzrgy

the private sector aleng the most productive ant

construltive lines providing substantial benz2fit to

the City and @il its peeple and tie requls profit i

to the private cnd public ecoocomy.

Fifth Avenue will, like other paxi

s of
Lower and Midboun Manhotten, enjoy substantial growih, |
More offi e,lresidential and retail space will be
built and thz density of thg City will increase.
This increaze in density can bg managed by providing

the neceeseory dnfrastructure.  The most important

mass transportation to get pzople

quickly, efficicntly and comfortably to and from

their destination.
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suthoritics in urban studies have
indicated that when density ls bdilt up to a critical
mass a reaction occurs. Most of the time we can
avoid the build-up of excessive density because the
conditions are not acceptable. We avoid the
critical mass by providing amenities and most of all
easc of movement, a way outv—- the street patterns
become imporiant, plazas, arcades, width of streets
and sidewalks, but most importaut the ease and
comfort of mass transportation,

The greatness of this City has been
built upon our foregight, ability and willingness to
provide mass tiansportation., Irom DeWitt Clinton
to the creation of the Port Authority and the
ﬁetropolitan Transportation Authority we have
demronstrated tim2 and again that mass transportation
is the magic that mékes this City work,

The Metropolitan Transportation
Authority, however, has failed to provide the
vision -~ to say nothing of the facilitiles to meet
the n2eds of this City even to 1985. 1In the
Metropolitan Transportation Authority's 1968 report

to Governor Rockefeller called A Procram for Action,
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1t was stated that:

"In the core City arvea, the Maphatooa

Central Luu¢n_ns Distyict will continus Lo senrve as

a rcgiop il job megret. . .

[£3)

"o accommodate this growih in the ¢

Ce xh1a1 Rusinzss District means the addition of
82,800,000 square feet of office space by 1985 , . . .
"Oour ability to get people to their

jobs and goods to thz mavkes place is a fundamwental

challense in o wopidly urhauizing society."

Tho measure of the MTA miscalculation o

(t\
w0
I
(ot
H1

of the Coentral Business Distrlci s growth is

-

evident by 10u“ ing at what has happened since 1938, i

kN

Approuimately 31,300,000 square feet

&

have Dbeen buil f between 1968 and 1970 and by 1972

about 39,500,000 more sguare feet will be completed. i

So by 1872 we will have an increase of 70,803,000 j
square feet, well before 1985. The implication ;

is clear MTA's current plans are not sufficient to
do the job that must be accomplished to move this g
City forward.

Another factor in transportation ’

planuing is the comfort factor, or how many people
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can comiortadbly ride the standard subwoy cor, 7 o
report to the iayor and tha New York City Board of
Estimate entitled, "Standards for Rapid Transii
Expaasion," dated August 14, 1963, tha Transit
Authoriﬁy, City Planning Con.wission and the Bureau
of the Budget settled on a comfert factor of 120
Passingers pexr ecar in a standaxd IRT Lexington
Avenuz train,

120 passengers Per car wmeans every

seat is occunied (40), every strap is utilized (555,

twe passenszis nolding on to €very pole (12), and

‘one person le

h}
=

R Ainst each panel of tha

r

ng up a
sliding doors (12). This all £ssumes, of course,

a 100 percent disiribution. The comfort facior in o

Standard 11D car is 130 Passcngers per car,

Howvever, if thig crowding weren't bad epo

“enough, the 1A has calculated the standard IRT car

not at 120 but rather at-140 persons. This would pu:

two more People at the end doors (2), two more on

each of {L2 poles (12), and six people leaning

against othicr passengers.

The MTA and the City would bz hard
'pressed to increase thea capacity of the System by
& :

|
|
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buildirg additiona] Llines. »at, the Port

1...‘4
~

Author
could logically welieve the system by building a

loop oa the west side of Manhattan under the Hudson
and alcng the Jersey coast,

Pogitive and effective plans must Le
stavied now to meet the demands that our own
creativity has placed upow us.

-Tha Fifth Avenue District by emphasiz-
ing retailing, office and housing will helwn to soa2
exteni by spreading travel to the area over a
greater part of the day when the subways are not as
heavily utilized., DResidenizial developmznt in

cduces peali-low transit demand.

l‘.‘!
:—.\
&

=

A

ridtomn ¢

While I applaud the Fifth Avenue
concept, I want to undersco?e my belief that we musi
also take action on other frontg. Improved mass
transit is one. Developwznt of outlying reglonal
centers in the othexr boroughs is another essential
ingredient.

The City has adopted tﬁe concept of

the Urban Centers in the- Brooklyn Civic Cent

Jamaica and Foiudham Road. These centers can help

provide non-compaetitive back office space for
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clede «'«mnp"i.m‘u':;. Creat strtdes are belng wade 1o
the Brooklyn Clvie Center and o :;ub‘x;ﬂ::tn_!;i.:\l effort
is being made in Jamaica. Fordham Road has just
begun to look at the possibie opportunities.

The imagiﬁation and effliot that
went into thz Theatre District, the "GV District in
Lower lManhattan and the Fifth Avenue District must
be captured and developed for our sub-cenfters. Ve
must develop Manhattan but we cannot put all our
“hopes, our people and our efforts into the Central

Business District of Manhattan. Ve, I beliecve, stem

>

[a]

the logs of thz small business and the back offices
to other parts of the region by making Jemaica, B
Brooklyn Civic Center and the Fﬁrdham Road atitractive
and advantageous places to be. If we continue to
take advantage of our opportunities and our natural
resources, our sub-centers will comp lement and
strengthen our poéition as a National Center. VWe
must provide the public investment and strong
unequivocal support.

In the sub-centers transportation is

a major factor and high priority in the development
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of transportation and other citv scrvices must be
given to these areas, i
The Fifth Avenue Dist&ict is mevement
in the right direction; but it must bz complemented
by other actions which are crucial.
In addition, I would like to say that

I think that lir. Kheel has said, and Professor Stein

has dealt with the mechanics of the Port Authority,

v

t

but what you nust not miss is that unless wo provid:

¥
L

wnss transit for this City, and we must remouwber thal
the City is the focus for the entire region, unless
wz provide that, the City will get into that critical

, and adverse reactions will occur that Mr. Kheel

Q]

are
mentioned, and we wust remeimber that tﬁe City is a
viable unit, If that'happens, then those viable parts
0f New Jersey and Long Island and Connecticui and
Westchester die with all of this.

All of ;his falls on us, and we have
to have the imagination to do the job. We have the
tools, and it is the Port Authority. I will leave
the mechanics to you, and God help you all.

CHAIRMAN KELLY: Thank you, and I am

sorry for delaying you and I thank you for being

- g
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patient,
~That brings to a closé this part of

. PRSP . 2 ey - T - - (] R | . vy e
the hearing on thn llow York side, and to repoo:,

those that are interested next week, March 12:zh, in

Newark, New Jersey, we will have a hearing for the
Jersey people, and Assemblyman Wilson will be in \

hat’

charge, and we will participate and hear £irrom the

otherr statements over there, and 1 want to thank
you all foxr appearing and coming here today.

(Whereupon the hearing was concluded. )




they

could handle a grenteis oss

1R, STEIN: TFirst, let mo txy and
. \ ~1
angwer your guesiion your way, and then relhrasc
the question. lMoney is funcihional, As sooun as (e
ooy coma2s Into the pot, whewre it came frem, you
don't kaow, and thon you pay it out., You see, o2
of thez fect of in is that the } tool: wmonzy fwon

yelinaread?

Port Autiwxity it

money moves through the income

through the balance she

does not
through the
into a pot,
vhat should

to help you

balance

they do

come to

here they have noney from ope

w2, and

isguas viaich is

ASSELDLYMAILIIINDIS

MR,

§$200 million in

e

S

Now, what I

TEIN:

cash,

sheet,

profilt,
That

o, I make

cash.,

recl cash,

you see,

debt money coming

e

~2

In the case

the wo

end here they have

i,

and I issu2 $1C0 m,llJoa worth of bonds,

et

and now they have $200 million, and

conclusion ,but in a very

L4 S
ratilons
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account, and moves

ey

rove throuzh the profit ard loss, it move

and that monéy is put

You see, I am trying




interesting way.

Let we tell you whzt they do with
that money. How much mouney do youxthink that thoe
Port Authority Coumissioners have to budget out,
and have to plan to spen@, wvhen they me2t on
Jaruary lst? $1 billion. Every Jenuary lst they
make a program to dictribute §1 billion bzcause
they know that they have $1 billion in cash iu
thelr hauds.

ASSEMBLYMAN LANDIS: I would like to
address you very specifically to the question:
You understand that they retire debt two ways

by cither wefinanzing, or paying it out of incoue,

From the polnt of view of absrrbing the mass transit
deficit, evidently under this thing they have, the

more of the debt that they retire from income, the
moxe debts tha they are allowed to undertake.

Now, are they not in this case
retiring debt from income and refinancing the debt
and using the income for capital expenditures, and
that is all I want to know?

MR. STEIN: Thank you. They hava

about =-~particularly, they have about $450 million,
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congervatively $350 willion that they could une
tomoxrow o vetive debt, so that they could incrzas:,
if theoy waated to, they could jnexreacss the dout

retived from inceae by $350 million within 48 houis.

ASSEMPLYHAN LALDIS: But they cre oaly

. .

roetizing i the whole district of the Authority

“y
LN

=

$L billion, and I have a figure here far in excess o

tihrt, and what I would like to say is that it seems

.y

ie) nto the

1—-.
e

&)

that a great deal of duccomwz has been go!
creaizion off nzy capital facilities rather than

financing thewn through debt, and by doing that, that

they lessen the amount of transit deficitx

)

MR, STEIXM: The increaée in invé:" 20
facilities in 1969 was $200 nillion. 1In 1968 it was
202, and in 1937 it was 100 million, add in 1966 it
was 80 million. So I have that figure. But I have
somzthing else vhic£ is extremely important. If you
take away tho*e from that $1 billion that they disposge
on January lst, their operating money, after all, they
have to spand this, wvhich is $150 million a year to
operate the facilities. -You take that away, and you
take some other operating facilities away, and they

have -- operating purposes, and take it out, and they
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to put this into th2 record, and they did rot nznd
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68 poxcent for anything that they were doing

canital purposes, so let's say for calculating

purpociszs 70 percent of 800-cnd-some million and it
s 500 million that they did not need for buillding,

or for servicing debt, or for reserves, oxr for

anythinrg, They could, toiorrow, sign contracts fog

8450 wiliion cr $500 million of coustruction

contracts without getting boZow the two times ratio

cr
T
—
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of having reserves on hand. There
(‘If"ffi'w‘T REILY: It is getting late,

and that is all in your report, and you ave also

MR. STEIN: Yes.

CEAIRMAN KELLY: What I would like
to do, if it is okay with you, because of the houz,
I will mﬁke duplicate copies of this and I have a
copy ard I will have copies made fof the entire

Cormnittee.

I would also like to have a copy of

s e e e b e e i e v s et = = = -
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MR, STEIN: That willibe a 30-page

CHAIRMAN KELLY: And I can see from

what we have here, from what we have, and what
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probably takes place in Mew Jex gey nex
all probability we will have additional hearings
that will be necessary, ceven if we only do it om 2
concencration of on2 o two points, and we hove eome
finer points th7l s ¢ have done today, and if ioT Guil

reason if you don't mind, I would like to have these

gentlemen digest what we have already, because youx

‘-.l

il

,-.

repori, whi@h you will bubmit, and theu we Wi
recall you at a later date --

MR. STEIN: I would prefer to do that,
and be better prepared to give a better prescntation
relative Lo your purposcs.
 CHATRMAN KELLY: Thank you very muci.

Is there anyone else that would

to be heard?

We have -a statement from Martin Gallent.

ASSEMBLYMAM KOPPEL: I want to point




out that Mr. Stein's work has nobt oculy assisiad i,

. | '
Klizel and others, but it has been a great help to oo

(Tha following is the statemzut
submitted by Ir. Marcln Gallent:)
MR. GALLENT: My name is Martin Gallent, and L aw
a Comnissioner of the City oF Now York and o nzinho
of the Ciiy Planning Corunission. 1 do not spoak
for the Cowmidssion, but as an individual, howevein.
I would like to read to you a

concuirring statcomont that I made on the Tifch Avenue

o]

District, which we heard only on llcdnesday aboutl
and let nme sywpathize with you gentlenmen, 1 just
finiehed zn 8§ to 1l0-hour day sitting and listeuning
and I fully aﬁpreciate and I will make thié very
brief, buit I have a salient point here and I am not
going to deal in numbers and that will relieve your
mind somewhaﬁ, but I want to get across to you an
idea of vhat is happening in the future in the City
mass transit system, ana I delivered this in
relation to the Fifth Avenue District which we are
proposing and wﬁich we havé passed and sent to the

Board of Estimate.

ASSEMBLYMAN KOPPEL: Do we have copies

-

-




P

of the statemwanc? ‘ o

MR. GALLENI: I have coples,

|

SSEMBLYMAN Ropon L I would lilie oo

epologize, and T have to leave in five minutoes, oo
I wight rot get ir all, and I will pe sure, howevo,
to read the statement in conaection with this,

M. GALLENT: (Si tement follows)

The Fifth Avenwue District as pcoposnd

by the 0ffice of 1 idtown Plan ning and Develoniaa:

the private sector aleng the most productive and

N

coenstrultive lines providivg substontial benalic vo
tha City and.all its pecple and the requlisit ﬁ:ofit

to the private and publie cconcmy.,
'iﬁth Avenue Wwill, like other paris of

Lower and Midtioin Manhagten, enjoy substantial grovih

n,
More olfice, residential and retail space will be
built and ths density of the City will increase,
This increaszz in density can be managed by providing

the nacezsc Cry dnirastructure. | The most important
need isg adzguate mass transportation to get people

qulckliy, efficiently and comfortably to and fron
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tuthoritics in urban studices
indicated that when density 1s b&ilt up to a critica
mass a reaction occurs. Most of the time we can
avoid the bulld-up of excessive density because the
conditions are not acceptable. We avoid the
critical mass by providing amenities and most of all
easc of movement, a way out.~— the street patteins

become imporiant, plazas, arcades, width of streets

~

and sidewalks, but most importaut the ease and
comfort of mass Lramsportation.

The gréatness of this City has been
built upon our foregsighi, ability and willingness to
provide mass trahsportation. From DeWitt Clinton
to the creation of the Port Authority and the
ﬁetropolitan Transportation Authority we have
demonstrated tim2 and again that mass transportation
is the magic that mékes this City work.

The Metropolitan Transportation
Authority, however, has failed to provide the
vision -- to say nothing of the facilitiles to meet
the nzeds of this City even to 1985. 1In the

Metropolitan Transportation Authority's 1968 report

to Covernor Rockefeller called A Program for Action,
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1t was stated that:
"In the core City avea, the Mamhﬂat;g. ;
Centcral Lus~1 a5 District will continue to serve as

a regionsl jo gnet. . .

Central Businzss District neans the addlition o
82,200,000 square feet of office space by 1985 . . . !
"Our ability to get people to their

jobs and goods to the mavkes place is a fundawovtal

challense in o mpopidly uvrbaunizing society."
Tho measure of the MTA miscalculation
of tha Central Business Distyict's growth s self-

evident by IOUA«wg at what has happened since 1948,

Approximately 31,300,000 square fect

Cf)

have been built between 1966 and 1970 and by 1972
about 39,500,000 more sguare feet will be completed. ]

So by 1972 we will have an increase of 70,800,000

square feet, well before 1985. The implication !
is clear MTA's current plans are not sufficient to g

do the job that must be accomplished to move this
City forward.

Another factor in transportation

T TR R TR R

planuing is the comfort factor, or how many people
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can cb‘haLLaal ride the standard g ubwey car.,  ja a
report to the Hayor and the lNew York City Board of
Estimate entitled, "Standards for Rapid Transii
Expaasion," daged August 14, 1968, tha Transit
AULhOLLLy City Planniug Conzission and tha Bureny
of the Budget settled oa a coufert factor of 120
pPassengers pex car in a standard IRT Texington
CAvenuz train,
120 Passengers per car means every
seat is occunied (40), every strap is utilized (533
two passengzzis 1lding on to €very pole (12), and
one person léaning Up against each panel of the
sliding dooyrs 12).. This all éssumes, of course,
bution. The comfort facior in a
NZers per car,
Hovever, if thig crowding weren't bad epo

enough, tha [T\ has calculated the standard IRT car

not at 120 but rathexr at.140 Persons. This woulg puk

two moxre people at the end doox s (2), two more on

each of tl2 poles (12), and six pe ople leaning
Cagainst othagr Passengers.,
The MTA and the City would ba hard

pr ssed to 1“crewse the capa acity of the system by




buildirg additional lines. wot, the Port Authoxiiy
could logically welieve the systen by building &
loop oa the west side of Manhattan under the Hudson
and aleng the Jersey coast.

Positive and effective plans must Le
staried now to meet the demands that ouxr owil
creativity has placed upoit us.

The Fifth Avenue District by emphasiz-

i8]

ine retailing, office and housing will help te sox?

cQ
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extent by spreading tyravel to the area over a
greater part of the day when the subways are not as
heavily utilized. Residential development in
ridiorn elearly reduces peali-low transit demznd.
While I applaud the Fifth Avenue
concept, I went to u:derscoke my belief that we must
also tale action on other Ironts. Improved mass

transit is one. Development of outlying reglonal

0]

centers in the other boroughs is another essentilal

ingredient.

The City has adopted the concept of

the Urban Centers in the- Brooklyn Civic Center,

Jamaica and Foudham Road. These centers can help

provide noa~compatitive back office space for




Mot ot ot st el U ay cab b ! ERECMARTANSE S, , Gt
clvle mmap'l.v.u-':;. Coeat utrides are helng made 1o
the Brooklyn Clvle Center and o suh%tnntinl cffort
is being made in Jamaica. TFordham Road has just
begun to look at the possibic opportunitiec.

The imagiﬁation and effliot that
went into ths Theatre District, the "G" District in
Lower Manhattan and the Fifth Avenue District must
be captured andvdeveloped for our sub=-centers. Ve

must develop Manhattan but we cannot put all our

“hopes, our people and our efforts into the Central

Business District of Manhattan. We, I believe, stem
the loss of thz gmall business and the back offices
to other parts of the region by making Jemaica, B
Brooklyn Civic Center and the Férdham Road attraciive
and advantageous places to be. If we continue to
take advantage of our opportunities and our natural
resources, our sub-centers will complement and
strengthen our poéition as a National Center. We
must provide the public investment and strong
unequlvocal support.,

In the sub-centers transportation is

a major factor and high priority in the development
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of transportation and other city services must be
given to these areas,
' ' i

The Fifth Avenue District 1s moveament
in the right direction; but it must be complemocnted
by other actilons which are crucial.

In addition, I would like to say that

I think that ir. Kheel has said, and Professoxr Stein

has dealt with the mechanics of the Port Authority,

%

1

but what you rnust not miss is that unless we provid:
wogs transit for this City, and we must remowber thau
the City is the focus for the entire region, unless
wa provide that, the City will get into that critical
area, and adverse reactions will occur that Mr. Kheel
mentioned, and we wust remember tbat the City is a
viable unit. If that.happens, then those viable parts
of New Jersey and Long Island and Connecticut and
Westchester die with all of this.

All of this falls on us, and we have
to have the imagination to do the job. We have the
tools, and it is the Port Authority. I will leave
the mechanics to you, and God help you all.

CHAIRMAN KELLY: Thank you, and I am

sorry for delaying you and I thank you for being
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patient.
“Tphat brings to a close this part of

the hearing on thn ow York sida, aml to ropli.,
those that are interested nexnt week, March 12th, in

Newark, New Jersey, we will have a hearing for the

2]

Jersey people, and Assemblyman Wilson will be in \

¢

charge, and we will participate and hoar f£rom the
other statements over there, and 1 want to thank
you all for appearing and coming here today.

, 1
(Whereupon the hearing was concluced.
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