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ASSEMBLYMAN MARTIN KESSELHAUT (Chairmaﬁ)z May we call the
hearing to order,; please,

This is a joint hearing this morning of the Federal and
Interstate Relations Committee and the Committee on Highways,
Transportation and Public Utilities of the General Assembly.

I am Martin Kesselhaut, Chairman of the Federal and
Interstate Relations Committee, and the other members of this Committee
present ares Assemblymgn Ki jewski, Ronco and Franklin. Of the
Highways, Transportation and Public Utilities we have present:

The Chairman, Assemblyman Crabiel, Assemblymen Keegahg Ri jewski -
who is also a member of that Committee = and Assemblyman Kay.
Also seated in the front is our Consultant, Dr. Solomon J. Flink,
and our Associate Consultant, Dr. Seymour Friedland.

Speaking for myself and the Members of the Committees, I
should like to make the following statement at the opening of this
hearings | |

The Committees received the propdsed legislation, A=16 and
A=115, earlier this year. There was never any doubt on the part
of the Committees that the transit problem was and is one of the
most important issues confronting the Legislature. Precisely for
this reason, the Committees felt it necessary to examine with
great care not only the proposed legislation but also its background
and objectives.,

The Committees'! Consultant prepared a series of interim
reports. Each ofbthese was discussed by the Committees in one
or more sessions. On several occasicns joint meetings were held
to procure the views'bf the Port of New York Authority, as well

as of the Metropolitan Rapid Transit Commission.






It is the earnest hope of these Committees that all parties
who wish to be heard at this hearing will address themselves to
this issue and present facts before these Committees,

We have asked those who wish to be heard today to indicate
their presence by signing a pad that we have in front. We ask that
you sign your name, your position, and whether you are a‘proponent.
or an opponent, that is, whether you are speaking for or against
any of the bills that we are goihg to discuss here today. When
you speak, we have one microphone, where Senator Lance is seated,
and we would ask that you come forward and state your name and
your position, for the record here, and please speak clearly into
the microphone. We would ask also that, if you do have prepared
statements, you present one of them to the stenographer and also
to the Committee Members,

We will call first upon Senét@r Lance of Hunterdon County.

SENATOR WESLEY L. LANCE: Mr. Chairman, my name is Wesley
L. Lance, State Senator from Hunterdon County, and Majority
Leader of the Senate this year. It may seem unusual that the
so-called Majority Leader of the other House will appear at an
Assembly hearing. However; 1 come here in the spirit of good
will, with the thought that this is one of the ten biggest problems
in the State of New Jersey and probably one of the half dozen
biggest problems of the State, and that the solution eventually
will have to be brought about by a Republican Senate and a
Democratic House., Whatever I say is off the cuff. I didn't decidé
to do this until I came down in my car today. I have a hearing of
my own at 11 o'clock and I am a little early. |

Basically, I think this resolves itSelf into two questions or

two facts. First, that passenger service can only be operated at
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a loss. I think the experts have tried it everywhere and haven't
been successful in operating it at a profit. And that is basically
true whether you are talking about commuter passenger service or
some other kind. And second, assuming that you can only operate
passenger service at a loss, what parties will pay the deficits°

It is my conclusion that eventually, in order to sclve this
preblem, many parties and many segments of our State's economy
will have to contribute to the deficits,

You people today are interested primarily in the metropolitan
area of Northeastern New Jersey. But they have railroads also
in the metropolitan area of Philadelphia, and that is another problem.
which affects New Jersey. ]

What are some of the groups which possibly, eventually, will
have to contribute to the deficits of passenger service? First, I
believe that eventually the Port of New York Aﬁth@rity must con-
tribute., It’s an easy solution to say, "Well, whack them with the
whole load.," As‘a practical matter, I don't think it will ever
happen. I think the best that can result is that the Port
Authority contribute a portion of the deficit. The legal wvehicle
for accomplishing that will be difficult. You can't get the Port
Authority to touch Rapid Transit with a ten foot poll, and the
answer is very simple - you can't make any dough out of it and,
therefore, they won't do it voluntarily, and maybe you couldn't
expect otherwise. They don’t want to go into a deficit financing
operation.,

However, it may well be that the person who pays fifty
cents to ride the tunnel! with his car, is going to have to expect
to pay an extra nickel, as a deficit or a subsidy toward Rapid

Transit. And that's going tc be his contribution toward living in
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Essex or Hudson or Union or Bergen Counties. But the over=all goad
of passenger service contributes something to that man who goes
throﬁgh the tunnel and he's going to have to expect to pay a little
bit of something.

So first, I believe the Port of New York Authority is going
to have to pay a part of this loss, in any ultimate solution;, but
it is unrealistic to believe that we should or ever will whack them
with the full load.

Second, the railroads themselves must cooperate, and perhaps
this cannot be accomplished through a voluntary effort and it can
only be accomplished by the long arm of compulsion of the State
Government; meaning that, if we have two or three terminals serving
three.railroads where one terminal will do, force may have to be
used in the nature of economic compulsion to avoid duplication of .
facilitiesg and that the Hudson & Manhattan Tubes, as obsolete as
they may be, may have to be brought into this situation in order
to avoid costly river crossings ofvthe,ferry type where the losses .
to the railroads run in the millions over a year,

The third thing is, the State of New Jersey may expect to
contribute, by way of subsidy, something to this, which’would be
a relaxation of its tax system. There isn’t much difference
whether the State relaxes its taxes which it now collects or
gives an outright subsidy. The answer is the same.

Fourth is, we may have to expect a regional subsidy.

By a regional subsidy I mean the same thing that Boston - the
Boston Metropolitan Area found out 30 years ago. As I understand
the Boston system, the deficits there are divided in two ways =
the debt service deficits are divided among those municipalities,

which are served by the Boston Metropolitan System, according to
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H & M Tubes, will be of necessity that which gets us by the emergency.

It is my belief that the best solution and start on this is
the passage of Senate Bill 50 which sets up the District. As I
understand that bill, it doesn®t do anything more than set up the
Districty and if there is to be régional subsidization or any other
sort of subsidization, that would have to come back to your House
and my House for approval by both houses.

I don't think we can solve it by the commission of the
Legislature. Our salaries in this Legislature are $5,000 a year.
After Uncle Sam takes his out, the first day, we have less than
$l.,000 which is enough to run my law office two months for operating
expenses. You're not going to have a solution of Rapid Transit
by a group of Legislat6r39 I don't think, And remember that Rapid
Transit is just one of the problems that we Legislators are faced
with in 1life's vale of tears. It’'s Rapid Transit this morning
at 103 it's the State Board of Tax Appeals at 11: it's new taxes
at 2; and it's something else at lj o'clock., 1 think yvou are
going to have to have a District charged with the duty to work on
this aﬁd that is their sole responsibility to see what they can
do with it. The problem is a big one. It's c@nfr@nted the people
in Toronto, the Port of London, Detroit, California Bay area, =.
the same answer everywhere, as far as I know, = nobody has ever
run any passenger trains, commuter or otherwise, at a profitg
and it's only a deficit operation,as far as I can see by Studyiﬁg
it elsewhere, and basically yoﬁr problem is a narrow one. You
keep the service, which is godd to the metropolitan northeast,
and you subsidize it in some way, or you go without it.

Again, in closing,l want to bring out one thing, that if

the H&M Tube should fold up, the question is whether our existing
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tunnels are adequate to take all the vehicular traffic that would
produce, and if not, isn't the Port’of New York Authority going to
have to build some more capital facilities.

I want to thank this Committee for putting me.on first so
I can go to my own hearing. |

CHAIRMAN KESSELHAUT: Any questions?

ASSEMBLYMAN CRABIEL: Senator Lance; iﬁ your honest opinion,
do you think that Senate 50 allows the Port Authority to be brought
into this picture after the Commission is formed?

SENATOR LANCE: I don't know how you're going to bring the
Port Authority into this picture ultimately. If you want to do it
by compulsion = and I think that's the only way you're ever going
to do it, they're not going to volunteer, = it?s going to require
an awful lot of good lawyers to compel the Port Authority to
contribute, All Senate 50 does, as I understand it, is to set up
a District - period.

ASSEMBLYMAN CRABIEL: Well, the reason I asked the question,
you at the outset said that you thought perhaps this was going to
be solved by a multiplicity of solutions and some contribution,
possibly, from the Port Authority. Then later in your remarks'
you stated that you endorsed Senate 50 and you were here speaking
for it. The point of my question is that there is considerable
thought that Senate 50 fixes or actually limits any possible
Port Authority involvement in Metropolitan Rapid Transit because
of the wording of the bill and how the Metropolitan Rapid Transit
Commission Report has stated it. That is the purpose of my
question, that if you are endorsing Senate 50 and if you also have
not ruled out at this stagé the Port Authority being in this

picture, how can you support Senate 50 as such?






SENATOR LANCE: I think all Senate 50 does is to set up
a District, and those Commissioners,in their wisdom or lack of it,
will have to wrestle with the problem from that point on. I tried
this morning to ﬁoint out what I think will be the ultimate solution
of this problem, five or seven or ten years from now, assuming the
carriers don't go busted in the meantime.

CHAIRMAN KESSELHAUT: Thank you, Senator Lance.

The Committees now would 1ike to acknowledge receipt of
the report of its Economic Consultant, Dr. Soilomon J. Flink, and
would like to file same and make same part of the record,

I would like to call now upon Austin J. Tobin, Executive
Director of the Port of New York Authority. ‘

MR, DONLAD V., LOWE: Your Honors, Chairmen Kesselhaut
and Crabiel, and Members of the Assembly: I'm Donald Lowe, Chairman
of The Port of New York Authority. My first privilege and pleasure
this morning is to introduce some of the Commissioners of the
Authority who are here with me. I would like first to present
those from New Yorke Mr, S, Sloan Colt, Mr., Charles S. Hamilton, Jr.,
and Mr. N, Baxter Jackson; then we have from New Jersey, Mr,
Horace K. Corbin, Mr., Thorn C, Lord, and Mr. John J. Clancy.

Needless to say, we have given this matter a great deal of
study and thought, and we feel that our position can best be .
presented if it is handled by one individual., With your appreoval,
therefore, we would like our Executive Director, Mr. Austin J.
Tobin, to speak for us.

Thank you.

CHAIRVAN KESSELHAUT: Thank you, Mr. Lowe. I would also
ask Mr. Tobin to file his written statement with the stenographer

so that it may be made a part of the record.
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MR, AUSTIN J. TOBIN: If the Committee please, this is the
third time that we have appeared before the C&mmittee this year in
opposition to Assembly No. 16, The Commissioners presented their
unaﬁimous.anéwer to thevCQmmitteé“s Economic Consultant in May and
then we had a hearing on that report and on the Port Authority’s
reply. We appeared again in September, in the Governor's office
with the Committee, and submitted again our reply to thevSecond report
of the Consultant. And now we are here again. |

In each of these reports the Commissionérs-have/expressed‘
their unanimous and unqualified opposition to Assembly No. 16 or
any bill of similar purport.

Under the compact, the Port Authority policy must and has
always been made here in thesé halls and in Albany. It is the duty
of the Port Authority to conform to the bi-state policies.set,'
by the Legislatures under the immediate surveillance of the tgi
Governors. But here is a bill, Assembly 16, which would attempt
to éstablish a policy with which, as a matter of constitutional
law, we would be forbidden to conform. Here is a bill whieh would
give us a directive which is beyond our power té obey., It would.
attempt to legislate the illegal. It would order us to contract
to breach our contract.

And so once again this morning; Mr. Chairmang the
Commissioners in the brief that has been submitted, state and
gﬁmmarize their conclusions that m;and I'11 read them = it is
legally, financially and contfactually impcssiblevfor the Port
Authority to assume the railroads' increasingly heavy deficits
from cémmuter operations, or the'cost'of,déveioping any new rail

rapid transit system.






Second, that even if it were legally and contractualiy
possible, the assumption of rail transit deficits by the Authority.
would cripple aﬁdvclose down almost immediately the program of the
two states now under way for the continued development of their
critically needed port facilities, of the essential airports,
which are indispensible to the metropolitan area of northern
New Jersey and New York in this age of air transport. It would
shut down the Port Authority's participation in the financing and
construction of the interstate highway systems, which are so
essential to the four million people in New Jersey who own motor
vehicles,

Now, the reason for these conclusions with respect to A=16
require consideration of the background of just what kind of public
agency did this Assembly help create in 1921, And under that
compact of 1921, how does the Porthuthority go about financing
a new projecto

Now, as these Committees know, the Port Compact of 1921
executed and put into operation after four years of interstate
debate, pledged this State and its sister state of New York to
faithful cooperation in the future planning and development of
their common Port of NewYork. The result of that compact, which
you Worked out and authorized, and which has been before you in
various phases and in various problems of necessary statutory.
implementation, I think in every session of this Legislature .
since 1921, = the result has been the construction of public port
and terminal facilities in northern New Jersey and New York that
represent now a public investment of over $800,000,000.

Under that compact, as you all know it because it's geared

for statutory construction and for further statutory assistance at
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every session - but under it the powers of the Port Authority, as
you would state them in a constitution or a charter, are very bréadly
stated. And they are broadly stated to roll across the field of public
terminal and transportation construction in the Port area, in the
sense in which you base it in this bill, They are very strictly
limited because, though you enumerate all tybes of Port projects
which the Port Authority is permitted to study and inquire into and
grapple with; we'ére not permitted to go forward with any one projgct
unless it can be made and placed on a self-supporting basis, without
any cost to the general taxpayer. You achieve that in the compact
by giving us, as you should have given us, absolutely no power
either to tax or to assess, and no power whatsoever to pledge the
credit of either State.

Our activities, therefore, our field of operation, our
entire usefulness,;is limited strictly to a program that the Com-
missioners believe can be made self=supporting, and not only which they
‘can believe and be convinced are self=-supporting but as to which
théy can go down to Wall Street and convince private investors,
institutions and banks that those projects can be self-supporting
too,

Now, in order to make it possible to sell bonds on such a
basis, a purely revenue basis, on what these projects, these
pooled projects could earn, and'nothiﬂg else = Port Authority bonds
that we have soldyand which we have outstanding today in the
amount of over five hundred million, are secured by an irrevocable
commitment and pledge of the net revenues of those facilities.to
those bondholders. They are secured in the second place by an
irrevocable commitment and a pledge of the net revenues of all

other facilities except the one to which the bonds were addressed'
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in the first place. They are secured by an irrevocable commitment
and pledge of a general reserve fund set up under the authority of
this Legislature., And then they are secured by a commitment and
pledge of all other reserve funds set up in those bdnd indentures
through the years,

Nowg all revenues, therefore, under these securities to
people whbm we ask to buy bonds on the strength of what revenues
these facilities and these facilities alone could earn, and to
buy the bonds with ho possibility of tax support, no possibility of
recourse to the State, these bonds and all the revenues that flow
into them are most strictly governed by contract with the bond-
holders. Thus, all of our revenues, all of them, are pledged to
rigid contractural controls set up under your statutes. They must
be used,;first, to cover opefating and maintenance costs; they must
be used, second; for debt serviceg and then all of them that remain
over, without exception, must be paid into these specified reserve
funds which must be then maintained in accordance with our contracts
with the bondholders,

There is nothing extraordinary about this., I don't know
how it would be possible to persuade people to lend us this kind
of money, except on such pledges and contracts. We have borrowed,
when the mérket was right, millions upen millions of deollars at
$12,50 interest per thousand for L0 years., We borrowed some the
other day at $35.00 interest per thousand for 20 years, 25 years.
And I don't know, without having any general tax pledge béck of
such bonds, how it would ever have been or would ever be possible
to convince people to lend us the money, in the‘kind of money
astronomy that we're talking about, for these projects without
this kind of certitude and contract and guarantee that at least
they are going to get their principai back.
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The reserves are principally a general reserve fund, as it's
calied, which we must maintain in the amount of 10 percent of the
principal amount of the outstanding bonds. All revenues which are
not required for that general reserve must be paid into special
reserve funds which are also pledged to béndholderso

Now, as I have said§ all Port Authority revenues must be
paid into one or another of these reserves; and in those reserves
they can only be used to.fulfill contractural commitments to the
bondholders. They may not be pledged to finance any new activities
or operations, if that activity would materially impair the Port
Authority's financial condition.

There are, therefore, no excess revenues free of these
contractural commitments to bondholders.

The Port Authority’s credit, our power to go on borrowing
this kind of money, is dependent entirely, as I have said, on these
facility revenues and on tﬁese reserves. When the bondholder buys,
he or his financial analyst or his investment counsellor, the
trust divisions of the banks, of the insurance companies, weigh
our financial statements and records;and we try hard to issue good
and informative and complete financial statements and reéords;
they look to our reputation for financial management and they look
at the record of our general administration, that is the ratio of
our expenses to our revenues. But then, beyond these things that
are available and determinable from the records and thé accounts,

there is something that is quite intangible, and yet of
| fundamental importance, and thét»is the intangible of‘investor
confidence. The investor looks and has in mind in Port Authority
securities our achievements on these projects of self-support; he:

has in mind the stability of the Port Authority on its record of
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the past 37 years, the continuity of its policy3 he has in mind,
as building up investor confidence, the financial policies that
are being expressed here this morning by the Port in the memorandﬁm
that they have submitted to you, And so, on the basis of all of
these intangibles, our bonds have an "A" rating, a rating that means
to us, we would say, in our market as much as 1% on our securities,
which is to say in our present debt service is probably reflected
to the extent of a saving of about four million dollars a year.
Now, the Port Authority bonds, under these contracts and
indentures and pledges, cannot be issued as a matter of, again,
our contract with thesé bondholders - which they could stop in 
ten minutes in any court unless our demonstrable net earnings,
including the new issue of bonds, are at least 130% of our maximum
futuré annual debt service - the thing we refer t@vas the 1.3 rule.
In other words, we must, as a matter of historic earnings, be.
earning the debt service as it is projected in any maximum year.
We must be earning that debt service to the extent of 1.3 times,
whiéh is to say 130% of the maximum future annual debt service,
Thus, at the time of a new issue of bonds, if yéu'were taking on a
new project, be it a new airport project or a new rail project, or
whatever it might be, if y@ﬁf future maximum annual debt service
projected ahead and its maximum, we'll say, was $20 miilion, you
would have no contractual pbwer to sell that bond; it would be
stopped in the office of 6ur bond counsel as a bond that would be
illegai to issue even, uﬁless at the time our histéric earnings
for the past few years = or for 12 months out of the past three
years, to be accurate, - were at least $26 million or 1.3 times.
In 1957, by way of example, our net revenues exceeded our

then maximum future debt service, as you could forecast it, to the
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extent of 168 times. And‘this yeary‘ﬁith larQe;new capital
structure out, I think we have issued énd'ssld»SQmething like =
or eonstruéted sémethiﬁgjiike-$3sg ﬁillién of new facilities
| since 195l - our net revqnueS:Wiil dﬁly excegd’émrfmaximum future
debt service to the ékteﬁi'éffiaé7 times, in other words, very.
Weriéemely close to that_l;B‘limit'when the bar goes down and we
are out of the market. _.‘ | | |

Now, we have outstanding in the way of projects in our
present program of work, of thing#lthat have beén done, things
that you have'authorized'ﬁs'td do and things which uponbthe:.'
strength of that authorization the Board has épprovéd; héve gone
to the Governor's éfficéihere,and‘in.Albany and’have notlbeen:
disapprdVed; and thén‘upen th@éevbaééé we have ﬁéde cbhtractév
with aviatiéﬁ companiésg ciﬁiésg engineering concerns, - we have
ahead of us in the next SKyéaré séme $70®vmi11i6n in new_aﬁd"‘
‘committed construction. | " o

As of last June, to get into the cemputatlon of" that, the
prcjects authorzzed and under way by the Board, f@ll@Wlng the
,process that I have just gone throughg amounted to $853 millian;
Of those authorizatiens outstanding amthorlzati@ns @f the Boardg
we have constructed some $150 milllon at the present time° - So
that of those auth@rizations9 there are a little @ver $7OG million
outstanding and on the way taward completion in'l%u°

With those commitments and with that work in progress, our
projected‘debt service ccveragétratiéngetvthis tﬁin and this
worrisome, As I have said, this year our debt service coverage
will drop to 1,37, In 19597i£ will drop to 1.35, fIn“iqéo'it‘Wi11 
drop to 1. 36” In 1961 it ﬁi11 bevl'AEW In 1962 it will be 1.hly
again. And in 1963 it will dfop again te 1 hlo






Nowetherefcreg our'finencihgg iefge ihcugh’it:is‘and using
large humbeﬁ;es it does in lefge public projects of this kind,jis
therefore a marginai thzngg - marglnal in(the p01nt that we are
arr1ving at, carry1ng out the program that you have authorizedg
very close to the line where, under our general commitments to
bondholders and on the only way that we can sell bonds, welve got
to be‘watching that bar ahead”of,us all the time as to when it
might drop. | 5 | |

|If you should add transit deficits, it should be quite
clear, to this; transit deficits which we believe and which we
think we can demonstrate to you will be something like $16
million,ftﬁé.present'deficit cf the present commuter railroads

in New Jersey this year;:trahsit deficits which we think we could

.demonstrate to you and can demonstrate to ycu were something like

$20 million in 1957, - if you add those to this $700 miliion Port
program to which we are committed, the plain fact is that the Port
Authoriﬁy would be absolutely unable to borroﬁo And the ironic
thing about it is, it not only would be unable to borrow to carry
forward the $700 mzllicn-program‘of airports and docks and'pxers
and bridges and highways that is under way today, but it actually
would be stopped cold in its tracke by its bondhoiders'ine.
attempting to.finance,a rail transit system'itseif or in attempting
to take over the deficits themselveso'

So there is nothing that could be more selfmdefeating to
its'very objective thanthe attempted directives of this bill,

‘Now, what does this prcqram consist of? What's its
importance and significancee Well, we have contracts outstanding
and on the way for the George Washington Bridge. The second decking
of the George Washington Bridge is under constructiono The whole
job will cost $183 millionu Properties have been boughi in New.

York bought in New Jerseyg contracts have been made with your
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’HighWabeepartment’f0f~the Beréen Expressway, which'we’wiliffinance
in theianount of $25 million, The whoie project is $183 million.,
We have $175 million ef that to gou We have an agreement with the
TriaBorough Bridge Authority, executed pursuant to the authority
of the Legislature here and in Albany9 under which I9m quite positive
that by early next year we will be in construction of that bridge
to the extent of $320 millioné‘_7
| " There is $12 million already vnder contract for the continued
pfogram of dock and pier_development at Port Newarko |
o There is $13 miliieﬁ elreédy.nnder'CQntract for the new

channel et Port-Elizabeth that wiii oben up an area thet will be
bringing something 1like LO% of the entire'Pert of New York flow:
of export and .import cargo into the‘NeWark Bay area. |

We have $15 miilion under contract under our general') i
$85 miilion program over at the Brookiyn pier‘se And we have under
contract:with the airlineS-and others for hangareg-funwaysg and-
terminals-at the airport seme_$170 million actuaily_undef
contracta | | o

And these figures tetai some $70h miilion° And 1 repeat
that if under this bill it were attempted te pile on'the‘annual
transit deficitg on top of this, we would have to defauit in all
of these commitments and on transit t@@a |

I might say that the items I have referred,te are enly :
those that are under way in one way'dr another with the Federal
'Highway Department9 contractcrs9 01tiess airlinesglshipping
cempeniesg under eontracto The actual amount of work that we
‘expect to cOmpiete by 196h,in this program amounts to $856 million.
Typicaliys I simply said; as to Port Néﬁarkﬁii,minicg»,;bec‘a’use- |
that's What-is under contract. At Eiizebeth,‘$lu miiiidn,'because
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the channei’is:ﬁnéef‘eeﬁtfact-there.iﬁ that am6uﬁt;: But eétaaliyé'
by 196h our. program at Port Newark will require the raising and
expenditure of some $UT milli@n of new mcney, and at Elizabeth some
$23 million of new meneye | |
- Now, the legal impossibillty theref@res if the Cemmittees

please9 is not for lack ef statutery amthority as distinguished frem
statutory responsibilityg bﬁt rather the absolute xmcempatability
Vbetween railroad deficits and the Port AuthorltyVS'eontractual
'limitations with its b@ndh@ldersg by your statutesg to confzne itself
to se1f=supporting projectso It“s legally impossible because as a.
: matter of law ‘the Commissieners have ne pawer to act if their actieas
'wculd net be. in conformance with these pledges te their bondholderso

Now letﬂs try t@ run through.Assembiy Noo 16 and see how :
clearly that comes Oﬁts these. 1ega1 e@nflictso  ”

Sectlon 1 directs the Pert Authofity to}flnance rail transit
and it sayse "in addition to pewers and duties heretofere delegated”
‘and I have shown that this 1n effect wauld be a directlon to ”}
repudiate existing contractuai commitmentso v |

Section I, at the bottom of page 2, directs that rapid o
.traneit feeilities'“shall be buiit and paid for in wheie or in
epart eutvef'meneyé to be raised by the Port Autherity on bonds or
otheresecﬁrities;’ Yett9 as 1 have shawng Port Authority bonds
eonldn“t‘be scid-és this-bill womldvdireet because current railread_
‘deficits would immediately inveke the prohlbition of the 1.3
coverage agreement for transit or any other pﬁrposes,. * |

» Section Sg at the top of page 39 purports to auth@rize .
the Port Auth@rity to pledge the General Reserve Fund = 1ega11y  u
imp0331b1egenrthe faee of lto The centraetual cemmitﬁents that

I have been discussiﬁg wouldn”t permit the draining ef hugh sums” 
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annually, and the impairmeﬁt éf the security of the $5001m111ion
of outstanding Port Authority bonds, |
Seétion S; the same sectidn; also attempts to authorize
avpledge’of-revenues‘of the Port Authority as they come in. Yet
every penny of Popt’Authérity revenues from these faéilitiesg in
order that we ébuld finance"them at»all and get pebple to loan
us money.at all, evenypenny is already pledged to the holders
of these outétanding half'billion dollars worth of bonds° And
there arey, therefore; not ten cents worth of unpledged revenues
which the Port Authority could‘uée-far rapid transit purposes.
There ares'thereforeg as the Board has pointed out in the y

memorandum which they have submitted for the consideration of the

Committees, simply no Port Authority resources which are eithér legally

or constitutionally available to assume rapid transit deficits.
That®s a defect in the bill that couldn't be overcome by any
amendment to the bill. The plain fact is that no legislation which
would attempt to direct the.Pdrt'Amthority to assumevthe commuter
railroad deficit operatidns of a bi-state or; as your Consultant
suggests, a tri-state agency, - ne su@h legislation could stand the
test of constitutional review.,

The effect of this bill on our credit and thecessation of .
the’programg as the Chairman advised the Committee when he submitted
the reporty has been given very exhaustive consideration through
many, many years by the Board., Many of them dare men of experience.
in the investment-banking field. Many of them are lawyers. The
views that I have submitted to you represent their considered.
judgmentf We have quoted for ydug though, in the memorandum also,
the judgment of some of the investment leaders in‘the'street that |

we have to go to, to borrow money, whom we have to convince of our
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- stability and our observence of our contracts in~order to continue
to borrowfmoneyo We“ve‘quoted the head of Blyth & Comnany; er of
the leaders of the syndicate that bought $25 million of our bonds
1ast week, who said.it wonld“be fatel‘to the Port Authority“s credit
if they undertook to finance trans1t systems by pledg1ng its surplus
revenues and its general reserve fund° | _
l think I need not dwell on - although welve: developed it
in the memorandum = the general economic importance of the work that
I have outlined to the‘Committeeg in every part of the Port area, in
its docks, in its piers, end lts airports and its new.artefial
connections‘and highways; You ere as able as I am tobtranslate
them into jobs and economlc reflections throughout the entire
community, and you know the importance of_themo And in welghing the
.billg'we.simply ask you to weigh that importance and the consequences
ofhbringlng such a;prpgramg as this bill would bring such a program,
to a dead stop. AN o |
Before discussing the translt deflcits themselves9 may I,
Mfo Chairman9 say somethlng about the problem 1tself as we have
seen it and in accordance wzth the compact and comprehensive plan
‘and its general directives to the Port Authority of its fields of
interest° The Port Authorltyg as~l W1ll demonstrate to.yomg has
studied this transit more and more extensively through the last
30 years than any other s1ngle group9 I think, in this community
except9 undoubtedly, the railroads who have been sweatlng it oute
But we have been studying it since 1926g over and over and over :
again9 and submitting the reports and studies to you when any
yquestion was raiseda} Since our reports were s0 uniform as to what
. the problem was and what its lineaments wereg in the last case we

put,up $80O9OOOofor some independent.Qommissiong set;up by"this






Leg1slature and appointed by the Governors; for independent study

of ito~ Soy I th1nk we know something-about 1t anq.its diffieultiesg
It 1nvolvesg 1 might say at the Oﬂtset9 inf{nitely*moré?tﬁan‘simpiy7'
‘trans-Hudson traffico It includesg as your Economic Consmltant haS”'
well pointed outg commuter transportation = West Chesterg Connecticut,
Long Island =‘1n the central business corps itself in Manhattanc"'
The Port Anthoflty has bi state respon51bilit1es on both sides of the
.Portg and as it does in its airports and other facilitiesg the

Port would have equal responsibiiities in this or any progect on. |
both sides of the Port and in both Statesg and thh respect to all

of these rapid tfanSIt problems ef which the Jersey side of the f -
 prob1em is but one slice of the pieo : o )

To take the central business area‘corps of this metropolitan
eommuhity of northern,NeW“Jersey;and Nevaorkg there arevevery day =
somez3g3009000 peopiev;hat_eemevinﬁé'ahd out of Manhattan~seuth‘
of 59th Street. That's bodies, that’s not trips. There are
6,600,000 trips but there are. 3 300 OOO peaple who leave New ;f
Jersey or Ieave Baldwin, Long Island9 ‘in the morning and come into  '
Manhattan and go out home again., - _

Now9 of these some 2 800 000 are handled by intra=c1ty
: fac;lltles9 city subways and lecal bus lines comlng im frem |
Queenss Bmokiyn9 the Brenxg coming over on the ferries from
Staten Island;»and as to the segment fr@m New Jersey, you finally
get down:ie'the fact thaﬁjwhat-there are out ef thesefB@BOO;OOO
people, tﬁere are 128,000 commﬁtersvwho come in in the ﬁérning
.peak hour59 from 7 till 10, .= 128,000 come from New Jersey 1nt0 |
that- bﬁsiness area of Manhattane They come . in, 72 000 of them -
by 1:"ail.'9 and h33000 of them by busg and 139000 of them ceme in ":'
by,autcaA So that9 as you will see9 907 ef them ceme in now by
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mass transito

Now, aétuéllyg'the New Jefsey rail commuters are less than
5% of all of those entering this central business area during the
‘morning peak hours. o

And the deficit of this»operaticn = deficits ride éround
the whole pie, and for the whole movement and operation. In the
New Jersey segment of this commuter pie alone, according to the
statistics from their publiéhed statements, the statements they
sent to their stockholderé, and according to the statements of the
railroad officials themselves before government agencies, their
deficit in 1957 was demonstrably $20,000,000., Those are not ICC
accounting forms, those are the real’fiéures from the financial
records and from the statéments under oath of the railroad
presidents to the ICCé to the Public Utilities Commission here and
a similar body in New York. |

This year it will be a little less because of the fare
.increases and their temporary stiﬁulantg say $16,000,000,

Now, that's just the New Jersey segment.

For this commuter service in from the Boroughs of New,
York City, in from Queens and the Bronx and from Brooklyn, into
the business area, the taxpayers of New York now are carrying a
capital annual loss of $87900050009'and they have, as they move
toward their fiscal year at the end of September, an operating
loss that looks like $20900090009 which is the thing that raised
the problem over there that under the law they must increase fares,
And that is raising a political problem, a very proper political
problem theré as it raises a very proper p@liticél problem here.

Incidentally, the commuter service back and forth to

Staten Island and New York also involves,that ferry service, an
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annual deficit toc the City of New‘Yor*k of $6,000,000.,

Then9 in addition, you héve the deficits of the Central,
the New Haven, the Long Island and the Staten Island Railroads,
which you can estimate = 'l haven't gotten the accurate figures and
statistics that we believed we would have on those - we think it's
somewhere. between $IOQOOOQOOQ and $15,000,000 a yéaro

So that the total of this transit deficit, this overwall.
problem that you are grappling with here this morning, the total
‘is an annual deficit of something like $150 million just from the
old equipment and the old operations that the people have today, to
say nothing of any great new plan. But the deficit for the whole
pie that the Port Authority is in, whether it will or not, as a
regional agency with geographic jurisdiction around the whole
district, - that deficit is right today $150 million a year.

I think it éhould‘bevawfully clear that the Port Authority
couldn’t assume one little part of this or any part of it without
assuming/it all, In the discussions between the City of New York
and the Port Authority in 1948 and 'l9, about the possibility of
Port Authority development of city piers, one of the rocksvthat_
that ship went down on was the City's insistence that as a part
of the pier operation we take over the Staten Island Ferry
operation. And for the reasons which I have indicated here,

‘we could not do that, because if we did that we couldn't make the
piers pay for themsel*{feso Comptroller Gerosa returned to that
problem here just the other day; when he discussed the pier\
problem in the City's budget discussion and raised again the
question of possible Port Authority operation of the Staten Isiand
Ferriése |

Now, these deficits, if the Committees please, are not.
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things that men can eéntroi; There is good experience, earnest
management ‘in thé railroads that have had every incentive of
private busingssmen to grapple with these deficits and who Know
more about them than the Port Authority or any of us outside
of the railroad business,will know about them., And their deficit
spiral has been the inevitable and ever=increasing. Thét record
is parallel, as Senator Lance said, across the country, without
'gxception, in every single transit operation into any metropolitan
district. The reasons for this are clear and have been frequently
discussed, and they are not geing to be cured, so far as these
deficits are concerneda‘ They include the very structure of our
regional development in America today. |

In the days before the automobile our communities.develoﬁed
1iké”spokes going out from the hub of a wheel, along the rail
‘lines, It was ﬁhe natural place for them to developo In those
days, Commissioner Corbin reminds me that when he was a boy going
back and forth from Elizabeth into New YO?R he used to buy a
monthly commutation ticket for $li.50. And the point is, and the
interesting point, that that $/.50 was not even paying the lélh
dollar cost of the Jersey Central Railroad at that time because
the interest of the railroad, as the interest of a utility today,
was to develop those areas immediately along the railroad in which
they had a profit of economic interest in the development of
freight, and the passenger fare was rather a loss leader, as it
- can be in many proper instances of utility development tdday,

But, with the intréduction of the automobile and the bus
and thé truck, that whole pattern of regional deveicpment has
changed, and our metropolitan regions of America are no longer

developing along the lines of the railroad., They are mushrooming
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out, as you see them today in Bergen and in Middlesex, as they

are seen over in Long Iéland in the development of Nassau and
Suffolks that, God kﬁéwég has'n@thing to do with the Long Island
Railroad. The developmeﬁt isn't where the Long‘l$1and Railroad

is at all. And the Long Island Railroad’s andition - well, you
know it as well as I do ==vzvis preéariOus and impossible, economically.
West‘Chester,and Rockland are having this same spreading, mushrooming
type of development and are less and less dependent on the central
city, They are developing now their own shopping centers. We have
the tremendous development of industries that ié evidenced, mbre.
than any place else, here in northern New Jersey. And this is one

of the things that puts its finger on the inevitability of these
transit deficits across the whole United States.

Another one is the effe@t of the five- day week, and the
automobile. The immediate decreases in railroad use over week-ends
and holidays and in the 6ff=peak hours. And the attraction of the
bus or the automobile itself for that kind of travel, It is wﬁdlly
improbably that the construction of any new or expanded rapid transit
syStemg with or without a public subsidy, would re-divert passengers,
as yoﬁ and I know our Satufday and Sunday and family and liesure
and recreational travel, = would re-divert those people to the
rails the way we went to the beach with our parents by thé rails
When we were kids, or we went to the country, or we went to #isit
our aunts, on the rails., It doesn't exist anymore and it is not
going to come back. They are inevitable, these deficits, and
continuing and increasing because of the bperating characteristics of
‘the rail prcbiems themselves, the peak houf problem where your.
wholé equipment - tracks, real estate, evérything yéu have, how you

pay for your taxes on this operation, - has to be paid for in less
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than 20 hours of operation a week, \Yet the service must be geared
to those hours. The equipment must(be available to those hours.
And the labor costs must be geared to those hours., Or to put it
the other way, the labor cost, very understandably because people
have to eat; must permit itself to be geared to théée hours and
the commutation crews must be paid overtime for a very large majority
‘of 511 the commutation trips and are virtually idle in the meantime.

" The equipment is very old and very expensive to maiﬁtaing
and is, as I say, idle for most of the time, and all efforts to |
increase its usefulnessg step up its economic helpfulness by
modernization or other devices suggested and tried intelligently
by many of the railroads, have come to naught.

Dave Mackie, who is known in these halls, in his position
as Chairman of the Eastern Railroads Presidents Conference, said:
"The question may at this point appropriately be asked if the
provision of modern, up-to-date equipment would solve the problem."
And he said: "Unfortunately the cancer lies deeper, so the answer
is no., The experience of the roads that haﬁe bought new equipment®
he said, "bears this out.” ’

This Committee is as familiar as I am with the problem
of railroad taxes, which is part of the inevitability of this
deficit. You know both sides of these questions buté even here,
the tax relief can only be part of the picture and couldn®t in
anyway reverse this trend. It would achieve a partial stoppage of
the trend so that the Long Island Railroad cound continue over
there for a few years but that story comes to an end three or
four years ahead of us.

George,Aipeftg the President of the New Haven, has said

that: "Tax relief would help, but costs have actually long since
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passed the point where tax relief alone can meet all or even a
ma jor portion of the deficits.”
Fare increases are self=defeatinga Since World War I
the New York Subway fare has gone up 200 percent. Traffic in the
off-peak hours of the New York Subway System is continuing to
fall off., You are familiar with the record of that over héree
There has hardly been a year since the end of the War when you
haven't had railroad increases of some kind in a desperate effort
to keep up with their economic problems. And you have thg éffect
that, with tﬁose increases, a $20 million deficit for 1958 may
be shaved to $16 million, But that?s transient and will pass.
These are the reasons why these deficits are inevitable,
why they are very large, and why they’re ever-increasing. And
I know of nothing. Your Consultant has suggested that if we,
the Port Authority, took @ver; they might cut the deficit by
carrying mail., The actual fact is = I shall not go into the
details of that but the actual fact is that even the Pdgt‘Office
is getting away from rail handling of freight and getting more
to truck handling of freight. And certainly that wauid pertain
in a congested community such as this metropolitan community.
He suggested the possibility of our develeping in con-
nection with itg‘to cut the deficits, parcel post - that we
might develop concessions, such as we developed at the'éirpdrtsg
and restaurants, he said; that we might build up Shopping centers
around them. | '
Then, even taking up a thing that we really said because
we thought it was rather humorous; in our first brief,- if one can
be humorous about this’subject‘at'ail - we said, we noticed that

the gbod Doctor suggested that we take over the deficit passenger
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operation but nothing about the profitable freight éperatiano So
in his second and third memorandums, particularly in this one
before ydu today, he thinks that?s a fine ideé and the Port
Authority should handle railrdad»freight‘through@ut the area,

I might leave comment on that to the spokesman for‘ﬁhe
railroads who will come after us.

Your Consultant also suggests that out of this'sixteen or
twenty or twelve or whatever may be this iafge deficit, that
somehow the Port Authority's administrative efficiency couid save
or might save the day. And he says that we might make administrative
savings of as much as $5,000,000 per year.

Now, in the Metropolitan Rapid Transit Commission’s
prdposalbfor a $500 milli@n Systemg they suggest that their total
operating expense is $7 million. Now, if you accept Dr. Flink's
suggestion that of these operating costs 15% is a reasonaple
'administpqtive expense, inétead of $5 million we wouid arrive mvif
we -took tﬁat $500 million plan, even on his own figures, at
$1 million in savingsav But the actual fact isvthat tﬁe only
possible administrative savings that one could even conjure up
would be in top administrative staff beéause we d@n“tvkn@W how to
fun a railroad, And the only people who know how to run a railroad
are railroad people. _

So that when you>get down to the savings @f.tép

administrative staff, if we use our own comparative figures from
| the Port Authority, you might possibly save 1i% of that $7 millien
loss that the Metropolitgn\ﬁapid Transit C@mmisSiong Dre. Pagé
and all of their experts,calculated, and that would'bring'yaﬁ down
to about $100,000 a year in savings. And I think that is possibly
somewhere near the reality of that $5,000,000 savings, if there is
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any reality'tO'it at all, |

Ve havé reviewed‘in Oﬁrfmemoréndumg and 1 dcnvt think there
is any need to reyiew‘it:hereé the experience of other agepciéé;
Welve given‘youtﬂuaChicagog S’an‘Fran‘ciscog the Boéton:experienceg
the O1d Colony experiences and they are all easily reviewedar

We have also revmewed our studyg year after year after
yearg.for_the last 30 years of this problem9 and indicateq:to you
that we can't come out on it and ﬁevéfvhave beén ablé[té come out
any placerélsetbut in thié'dreary recital of a deficit and'hugh
deficit,bperaticn that is charécteristic of this field of public
service, | }vr,v | | o |

I think that 1 shouldghgwevefg like to close saying
something aboﬁt a very seductlve theory that is being d1scusse@
calledg the theory of transit integratiano It?s advanced.as semé-“'
magical solution to ﬁhis!terribly difficult problemo; Théftheery
runs sgmething like this, that automobile competiti@n'witﬁ'
commuter railroads is grossiy uneconomical for the wh@le urban
community and it is necessary to revert this cgmpetitive trend
te induce automobilists to return to the railroadsef And this
yeu_caﬁ”accomplishg according to the theory, by‘whaﬁgis‘caiied
the intégratign of transit, that’ail mgdes ®f>t?ansitg éverything
in the area9 should be under gne great super duper agency that
has absolute power to contrcl it,

Now, 1 might suggest that this theory, and youﬂli hear it
sometimes»in very learned halls these days, = it has the appeal
of simplificat1on and it has the advantage of something that is .
.totally untested., It reminds me in its eﬁthusiasm semething of
the enthusiasm that we had in Greenwich Village sometime ago

for what‘waS'called "technocracyg* which was" the idea that in an
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age of science and technocracy that our Go#erﬁmeﬁt‘shéﬁldlbe a

governmeﬁt of technical expertso_;That was a very pdpuiar théory

)

vfor a while but lt“s gone, A o
| So let us consider this theory for a m1nute because you ,-.
will. f1nd it very seriously advancedo I think it weuld be
,advanced here at these meetingso‘ Let us consider the root of it9
‘which is this theory of competition and the theory of uinterchangeability
of the passenger:be£Weeh the bﬁs ¢r'the auto aﬁd the1fai1s;"Bééause.J'
if there is nét in this mbvemeﬁt 5f’traffic9 if»thére is ﬂot real :
competition, if this traffic isntt interchangeableg then the whole
economic and gcvernmental theory of this concept of integration is
meaninglesso | | o
Nows I?ve ‘shown. that there certainly 1sn“t any competition,

in the sense in wh:ch we regard it in the American corporate world  '
today;between the rails and the autemcbiles on weekmend and holiday‘”
travela Certalnly nobody thinks that is recaptureable te the r*axlso
There is certainly none of it in the mid =day trafficg and in the o
evening travel ‘where people are not at all ﬂecessarily;with their ”
- widespread reglonalww1de interests t@dayg follow1ng the Ilnes of
the railroads in where they are coming from and g®1ng to, lt has .
- no. appllcation at all to the feli@w wha warks in New Jersey. ;And -
coming through the tunnel this morning you passed them in buses and
otherwise, automobiless by the th@nsandso It”s a veryg very heavy
movement, almost as heawy: as the movement from New Jersey to New
,York He has no rails that he can go te the Johnson & Johnson y
Plant on, or the Paramns plant ®n9 or one or another plant on,
He must ge by bus or mostly by auto. _ | | |

) \, On the average week-=»day9 something 1ike 52% @f the automobiles
*going threugh our bridges and tunnels across the Hudson have neither .

origin nor destinatlan in Manhattana, In ather wordsg they are not
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following lines of traffic that have anything to do with the éld
established rail lines. They are not competitive at all, this 52%
of traffic in aﬁtomobiles that comesthrough. And it“s.not
divertible..

In summary, ali the auto ridgrsvcrossing the Hudson during
the commuter hours. of all of them, only one out of twenty'travels
into the central business district. So there is only 5% of the
total auto riders using Port Authority crossings today ﬁho are in
any way even poteniials, the maximum poteﬁtial railroad customers.
And many of .these are doctors, salesmen, and other people who
require their automobiles in their daily work and are not divertible.
And actually 90% do come in today by mass transportation, rail or
bus. So that the extent in real compétiti@ﬁ in commutation between
auto and rail or bus is nétﬁing less than trivia,. And the
railroad préblem willg therefore, not be solved by any such
conversation piece as integration of trénsit‘beéause there is nothing
to integrate.

The other phase of this lovely theory is, "we®ll integrate
the whole thing financiallyO” The $wbétitle of that would be the
integration of the defi@itsa The theory iégthe pooling of the
~revenues of rail and automebiies and buses in the whole metropolitan
" area would make them all self-supporting.. Yet, as i have shown,
the total annual deficits of the railroads and the City Transit
System are sométhihg'like $150‘millien a year and actually the
total net revenue, after debt service} of all of the toll agencies
is something like $57 million or $100 million less than would be
necessary to meet the transit deficits; And in that $57 million
I've included the Turnpike and the New York Thruway, going td

Cape May, on the south, and to Buffalo on the north, as being willing
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to have their revenues integrated in the local transit problem,

Finally, the theorist Says that we can do it by increasing
tolls. That“s fhe theory of your Economic Consultant. Itvruhs
through hié first two reports to you and it?s implied and suggested
and pushed forward time and again in this third repofto The theory‘
being that the owners of the automobiles, the trucks and the buses
should make up these $20 million a vear in commuter traffic. We |
have said to you and we can demonstrate that to make up that $20
million a-yéar or more would mean a toll increase to 75¢, flat,
and the Wiping out of the commuter rates, wpich yduf Consultant
suggested in his’first"reportg and as we pointed out to you, this
would,Cnly carry, if yéu did it, @nlyva fraction of the regional
‘deficitq That's only the New Jersey secti@ﬁ of the regicnal defigit,

Now we are dealing with a situwuation in which I beiieve/§7
or 99% of the tunnel and bridge users could not and would not
use commuter‘railroads even at bargain rates, And I leave that
suggestion of wiping out commuter ratésg és I leave the suggestion
of whether the Port Authority should handle railroad freight.

We mightylea#e that suggestién of whether or nét we sh@uld wipe
out comnuter rates and raise all the tolls, in case of automobiles
to 754 and proporti@nately otherwise, - maybe leave that to the
automobile associations and the L mitlion of your people who own
motor cars and would be asked to pay that.

Finally, even if there were any coﬁpetiti@n or if there
were any pooling of revenues that could accomplish anything, ér
any increase in tolls, the theory of integration of all trans-
portation requires, above everything else, a sﬁper agency with

absolute power to say where you shall build or where highways
| shall be built in New Jerséyg in New York, or any place élseg
because unless ydu achieve that kind of a directive, there is no
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redason why all the fineet}piaﬁefef‘a‘sﬁperéauperrageney inecharge'
‘of all transit of all,kiﬁds,,rubbér aﬁd railgbeouidn“t>be_knéeked.:
into a eecked hat; beeaaSe:the ageney; in order termakejthe thingr,”
stand up at all would have te dictate to every person exactly howrr’
he should travel and dictate alse where the new highways sheuld

be. built 1nte the area, or whether they should not be builto-'

- Now, ltve discussed these hugh annual defieits,‘ I“ve shown :
that they canﬁt be. legally or financially taken ont of the Port
'Authority's reserves, they can“t be f1nanced by Port.Authorzty .
credit. 1 think your Consnltant has playedg through his three
reports, - he has argued in his first report, that transit, despite
all these figures and faets, can be selfwsupperting, ‘he has argued
that the Port Authority can pay fer it eut of revenues and reserves,v'
he”s argued that.it can be paid fer.by raising tells. But in his .
thlrd report he seems to have thrown in the towel as to these
three wide hopes and he now frankly faces the problem in itsf
reality, and that is that he admits that for at Ieast five or ten
.yearsg as he'puts itg,it?s prebably that deficits weuld have to :
be financed by either a biwstate or a trzwstate subsidy, Newg this
is important to note that he says frankiy a subsidy and not a:
guaranteeeiv B ‘ o

It*s a‘very differeﬁi:ﬁhiﬂg fer-the State’ef”New York
or the State of New Jersey to guarantee the bonds of the New‘York
Thruway or the Garden Stateg having before them estimates of good
engineers whe conseientieusly believed at that time that those
;facilities eould pay their eWn:way; "And it was only'peinting out
‘that lf the State did guarantee the bend39 that you ceuld make
enormous savangs in 1nterest costso B Vel | 7 o
That?s one spzrit 1r1which the Legisiaturemay say'hll right,

we“ll guarantee the bondsa.f But a guarantee in this case is very

3



s
=




properly.described as not a'guaranteetat aii'becanse}these deficits,
are large and certain9 and. what it is is a cold nnderwritingg if
anyone faces ity of a subsidyo | |

So that all that remains of the proposai to involve the
Port Authoritygin this third<reporg in the transit-probiem is
the suggestion that it operate the commuter railroads on a ‘bi-state
- or even a tri-state basis at the expense of the taxpayers of the
State who have to subsidize the deficit. That snbsidy would not be‘ “
temporary, it couldn”t be partia19 it's simply a proposal to
subsidize the Port Authority - you do it alone in New Jersey to the
extent'of $20 million a<year and upy if it?s done on ‘a bi-state
or tri-state basis, to the tune. of $150 million or up. And I
simply ask what Legisiator’ is there in either State that would
support such a bill of'enormonsg,constant and inereasing'Port
Authority subsidy. o

_ A contractural subsidy, and it,wonld haye to be contractural,
would require state-wide referendﬁm° If yon were'to sell new |
bonds, = of course, you couldn’t seii them with any of our
established credit, but if you were to sell new transit bonds
for such a system, with a State subsidy to back themfﬁpg,you would
reqnire'amendments in both Stateso‘ And I suggest, thereforeguthat
“this is quite unrealistic and would oniy serve in postponing the
day when the realities of this problem have to be faced.

A subsidy, of course, also would bring to an end everything
that the Port Authority has been able to accomplish in operating »
as a autonomous self=-supporting agency under the surveiiianoe of
the Governor9 and bringing to its work the best kind of business
management that it can. If we are a- subsidized operation9 that

very probably is over, And we. shouidg as any- department or division






of the State should; bé subjeCt’tc‘therregularg:ééntinuiﬁgg-direct
and immediate everyday control of'departmental Qperatiohso
And with that, what the Port Authority has or ‘could aé_compn’sﬁ in
the future is gone. | - }, v |
o Thank you.  ‘ ‘  >7 . _’. v : .‘" ’f:~' | = ,
- CHAIRMAN KESSELHAUT: Thank you, Mr. .Tobino Before we call
upon the Committee members for questions, I would like to ask |
Assemblymen Flynn, Wilsénfand Bowkley, who are also meﬁbéré of the
nghway Committee, to please find seats up front here with us,
~ Are there any questions? -

DR. SOLOMON J. _FLINK° My name is Flink.. I am Economic
Consultant to the Committee. Mr. Chairman, I should like to call
your attention to the fact that I rebeived the memorandum of the
Port Authority, which runs well dver 20,000 words, two minuteé
after the hearing began. For obvious reasons, I'm in no p051tion
at this moments having listened attentively to what Mro Tobin
had to say, to questibn him on statements in thisvmemorandum,
1-’I‘ow<a'i<re1:»\9 Mr; Chairman, if the‘memérandum is like his oral speech,
there seem to be some obvious contradictions and at least some
,1naccuracies, . »

Mfo Tobing would you mind telling me on Which page of
my final report, which is the oniy one before us right ncwg
there is reference to a $5 million savingso

MR, TOBIN: Well, it's in == |

DR, FLINK: There is}nb reference to any figﬁre whatsoever.

MR. TOBIN: Page 20, administrative cost. You say: "The
Metropolitan Rapid Transit Commission was not able to supply your
consultant with Mr. Delew's figures on his estimated administrative

costs of the propés@d Bi-state Distriéts‘ cheverg-let it be
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'.assumed that a separate agency would have general adm1nistrat1vef7-5

efcests around two=th1rds of those of the Port Autherity'?-Ihis,wou1d~eef

‘vbe equlvalent to approximately $5 million per yearfuf*;""Y  o
' DR° FLINKQ Right,, But where do I say th $5 million could d3 
":be saved? I merely estimated the cost af the agency bveause the .

} MRTC did not give me thcse costs°¥ You told us ==“h;_gh

_ MR, TOBIN° You say over and over again that the administram;t

tive costs could be saved by the Port Authorityo g N B

' DR° FLINK° Rightev A part of the coste ZI never said $5

‘mllllon could be saved.: I estimated the cost of the MRTCQ,

o ‘fﬁ}MR; TOBIN°: Weuld you accept my figure of $IOO OO@? R
‘T.:DRQ FLINK° No., - Noa Nowg Mr, Tebingrwould ydu pelnt out to

eme where‘in my final rep@rt9 the only one before usg I suggest an

increase ef commuter tolie?

‘ '}‘MR; TOBIN°‘ Well Doct@r9 as far as Iﬂm concerned; yeu“vef°"'
=:'got three reports before you and 1 am very littie interested in

| whether your reports -- R R
'”_DR, FLINKe Then the answerg Mru Tdbin9 isbmmjigaﬂ4ﬁgfdfii{dig
| MR@ TOBIN?- The answer is yes°~ I say that your last report
'is filled with inferences Qf commuter t@liso_ And I knew-that-on

emy copy of it I have wrxtten at least fdur or five places on the -
emargin'a 1ncrease the tollso_‘YQu may feelg D@ct@rg that yeﬁ were"
saying it vety gently and not as directly as y@u said it in your dd'
flrst and second reportsg but it is certainly there9 and certainly
there throughsut the sectien where you dlscuss the integration of
transit and where yom hold before the readers the 1dea that the b“
-Port Authorityg 1f it had both tolls and rallsg could increase its"l

revenues° Se I must sayg as far*as I am concefnedg you have three

f reports before this Committeeo :’nd”ybursay this frankly in y@ur







f‘?flrst two and you infer throughoot your thzrd repoftof Here are a

‘ﬁcouplees You say on page 27, ”Is not the magnitude o';the deflcit
‘%relevant to this issue?” And then you say, "Suppose that a v b' |
vsomewhat higher fare than the one assumed by the Metropolitan ;f'”

'“'Rapid Transit Commission consultant were feasible and that

':_supplementary revenue sources plus the economicsof”a%singlefiiif'§5:
vfadministration could be raised, would this still be beyond theklid(
E ability of the Port Authority?" o _' B ,' R |
' DR FLINK*' That obviously refers to railroad fareo MRTCQ:Lve
B never.ialked about tolls,.>1t obviously refers to supplementany B
»;sourcesoy Incidentallyg your $20 m11110n9 Wthh you mention in-
“:your first reportg should arithmetically have been $33 millzono
Mro Chairmang_l should like to ask for the priv;lege of
addresslng my questlons to Mro Tobin.after 1 have had a chanceﬁ.;i:bib
to examine in detail his memorandum that I reoeived at 10205 this
' smorn1ng°, | A R " . ‘V_> gy -
o CHAIRMAN KESSELHAUT? AH right,, Dr. Fiink, i jEo
Do any other members of the Committee have aoy questions7 ddT'd.
bAssemblyman Kay? 1" ' d: -, b,v o fﬁ_ ;_, , “;,
: ASSEMBLYMAN KAYO; I am Assemblyman Robert E Kay from Cape

-AvMay County, Mro Tobins and I would jost like to clear up one

'vpoznt that bothered me in the early part of yoﬁr talko- You made

- reference to the fact that all present revenues and reserves are
pledged, as I understood it9 to ex;stzng bond 1ssueso» The problem )
7that“s bothering me momentarlly lS thisg that if you were to engageg
:1n the ‘next 12 months or the next 60 monthsgin new progects which )

_ would requlre new and additional bond issuesg would not the revenues"ﬁ

',sjand reservesgto Wthh you refer9 be available for those bond 1ssues

to come in the future7
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MR. TOBIN: Only if the Commissioners of the Port Aﬁthority
would certify to the investment banker that that project would redound
tO'ﬁhe.generalucredit of the Authority, which is to say to the
general credit of the people who have bought the $500 million of
bonds; and only if they could démonstrate to‘thémg arithﬁeticallygi
that that new project9 when added to the existing new revenues of
the Port Authcrity9 and When'its debts were projected out into'the
future with all other deth»of the Port Authority”wouid result in
a debt serviée coverage of 130%. | /

ASSEMBLYMAN RAY s Then; striétly speaking however;»the
present revenues and reserves are not - Iei us say, the door is not
closed to commiting those to future bond issues,

MR, TOBIN: Well, it is closed unless those future bond
issues have tobdo with projects that can be made seifmsupperting
and in which the Commissioners of the Port Authority will not only
certify as a matter of conscience éndba matter of record that they
| believe that they can be made selfwsuppdrting and will add to the
general credit of«the'Port Authority; but also if they cén
demonstrate arithmetically on sound ﬁr@jectians of its existing
net revenues and its maximum future debt service that ﬁh@se projects
will not hurt this bondholder. That's all he has. If that bondholder
has an opeﬁ end bond withdﬁt those restrictianég he has a piece of
paper.

 ASSEMBLYMAN KAYS Well thenglthe,contractual duty, to which
‘you referred, to the existing bondhélders is still subject to a =
shall we say an open=door policy provided the Cdmmissionefsg together
with a fiscal review of any new préjectss results in a determination.
that it would pe of advantage to even the existing bondholders to

go into such a project.
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MR, TOBIN: Yes, sir. I wish to emphasize that if the
Commissioners could conscientiously come to the conclusion that they
above all mankind could}run transit on a selfnsuppofting basis,
there is‘ndthiﬁg in the charter to Stop the Port Authority from
entefing inte that operation, thngh they would have to be back. .
to‘thesé Halis for many bits of implementing legislation, and there
is hothing in the bond.m‘if they believe that and if they can sell
that to Wall Street.

ASSEMBLYMAN RONCO: Director Tobin, I am Leonard D,:Ronco;
ASsemblyman from Essex County.

Director, you stated that all projects undertaken by the
Port Authority must be self-supporting. Is that correct? that all
projects undertaken by the Port Authority ==

MR. TOBIN: Must be capable of self-support.

ASSEMBLYMAN RONCO: Must be capable. Well now, my question
to you is, are all these projects that the Port Authority is mnow -
undertaking, such as some of the facilities, = are they all seifa
supporting?

MR, TOBIN: No, sir.

ASSEMBLYMAN RONCO: My second question is, since that is
in the affirmative, does this impair your sale of“bcnds at any
time?

" MR, TOBIN: No, because they were 1ittle mistakes,

ASSEMBLYMAN RONCO:¢ They were little mistakes?

MR, TOBIN: Yes. The truck terminals are not self-supporting.

ASSEMBLYMAN RONCO: Are all airports self-supporting?.

MR,TOBINs Yes, all the airports -- well, the airports, éir9 =

ASSEMBLYMAN RONCO: As a whole? |

MR.TOBIN: == as a whole are well Seifwsupporting today.
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In other erdsg today‘New York inﬁernatidnal is carrying LaGuardia
and Newark. _
ASSEMBLYMAN RONCO: So then you group most of your == all
| your facilities, \ |
- MR. TOBIN: We group those facilities, yes.
ASSEMBLYMAN RONCO: Well;»céuldn@t this be grouped into your
facilities, the acquisition of the rail transit?
MR, TOBIN: It is very difficult to pool deficits, and
deficits on this scale. ﬂ
ASSEMBLYMAN RONCO: Assmming,that yéur current obligations
of about $700 million were not undertaken, do you think then that
the Port Authority .could ﬁndertaxe the rail tranSit problem? |
MRo TOBIN: NQS_I don't, because I think the deficits of
$150‘miilionla year~Of the rail transit problem of the Port
district, = well, therebju$t demonstrably are no resources in the
revenues of existing‘Port Authority facilities that could con-=
ceivably carry it. Of course,it’s a question that assumes that
wé could breach our Qontra@t with respect to the $700 million of
existing contracts. That’s the point that you wanted, y@ﬁ'wanted
me to assume that. Yet? even assuming it, sir, the rapid transit
deficit is such that all of the revenues of the present facilities
could not carry ﬁhe rail rapid transit, |
ASSEMBLYMAN RONCO: Director, you mentioned about the
possibility of increasing the aute fare to a flat 75¢ and
probably even discontinuing the commuter rate. May I ask.how-
long has the present 50¢ rate been in @peration?
MR, TOBIN: Since 1931e |
ASSEMBLYMAN.RONCog And Wasn“t it stated at that time that

" when the bridges or tunnels became Selfwsuppdrting thefe would be
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a reduction,in the rate?

MR. TOBIN: It was frequently said but it never was stated
byvthe PortbAuthority or any responsible person conneeted with
the Port Authority. | |

ASSEMBLYMAN RONCO° And the Port Authority:never conév”
templated such a reduction? - As fo_yeur knawledge, if.ycﬁ kﬁows

' MR. TOBING Well, it has:nevefvbeen contemplated_aé the
operatioﬁ went forward becauselihere has never been‘é time, sir;
in which -- we did, of course, reduce our rétestOwcémmuters by
cutting theﬁ in half in 1952. 86,y¢ar-presentvrat6 for ybur New
Jersey commuter is 26¢. So to that extent we made a very substantia1
cut in tolls. | .‘ o

ASSEMBLYMAN RONCO: Well spec;fically to the automobileg at
- 504, COﬁld that have been reduced at any time and the Port Authority
still maintain a profit? Could.that car rate have beenwreduced
at any time? | ' ‘ | | ‘

MR, 'TOBIN: 1 know of no timé when 1t could be reduced
beyond the reductions that wére made in 1952, |

ASSEMBLYMAN RONCO: Say for example, 10 years ago or 15
years ago, if it were reduced to 25d would the Port Authority then
be operatlng at a deficit? -

MR, TOBIN: Ten years ago the Port Authority was getting
ready to construct the third tube .0f the Lincoln Tunnel, which
was essential. Ten years ago the Port Authority was asked by
Newark and New York to take over the responsibility for the
development of the airporty; which they regarded as essential,
Ten years ago we were in tﬁe process ¢f=taking @ver'the
respdnsibility; which was approved heré, for the development of

Port Newark.
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ASSEMBLYMAN RONCO' And today you are in the process ef
commiting yourself te some $TOO milliono:‘e‘ , o ?
| MR TOBINé; Today we have cemmitted ourselves to $7OO |
million under your autherityo " v | | e '_ n‘
; ASSENIBLMN RONCO" Well, ‘if we give you the authority
to undertake the rail transitg do you think that the Port N
Authority will work as vigorously in that respect? | :
MR TOBIN: We have worked vigoreusly through 30 years to  f
"flnd an answer for selfmsupperting rapid transit, sirg and we have
to come here and plead ‘to you that we have not found it, or S
anything like it. LT IR e
ASSEMBLYMAN RdNCOa Well, that was my last cemmeﬁt, Directora]
vI ‘take it from all your remarks, particniarly the latterg that
there is no solution in your opinion O v_ AT
. MRo TOBIN° There is no selfwsupporting soluticnee
1 ASSEMBLYMAN RONCO°‘iam as to the rail transit in this
'_a,r'ea]s{ == ] - b
MR;~TOBIN°' I”m pasitiveo  $ . . v o
ASSEMBLYMAN RONCOD; o since you feel certain that the
trend is to automobiles and not back to rail9 and that it is |
| mevitable ‘that there will be continually a deficit, o o
. MRo TOBIN° Well, I thxnk the general national trend of
the Amerlcan economy is based en the automobileso We are building
a tremendous ameunt of new roads at federal expense because, I '
gatherg ‘the peOple of the Country theught they needed those for the»,
American economya I don“t say, sir, that you don‘t need these
fpresent commuter railroads coming into New York° You have got to.
have themo; The people can”t get in and out of New York without

them;v We must have themo Sog I don“t want to be interpreted as






saying that I think the bus,or»the antomebile; at’tne'present time
at least, is the substitute for them,‘ I think we will approach that
period. I know that Ford, Bacon & Davis, in their studies of the
Metropolitan Rapid Transif,'feund that there'was really no need |
for rail service 1n Bergen County and it easily could ‘be. handled
by_bus.b I agree with that. But at the present time ‘and for many.‘
years to come yon need’that rail'service from'New Jersey_into New
York and from LongIslland:‘ih‘to'N}ew»-YQrk° ‘I don't know when it would
ever,change from Long,Island‘intovNew Yofk Witﬁ the generallcengestion
there. As a pubiic servide,’just‘iike we need'water‘andaseweragev
facilities, and one thing of‘anether; if we are-going te live in‘this
great'cengested metropolitan’area, we need eommutef service by raile

| UASSEMBLYMAN RONcoé Then admittin99 Direcibrgvthat‘wevdo.need
commuter service by raii,"and acknowledging. tﬁe fact that the,fail,
system is cancer ridden. todayg don't yon feel that the Port "
Author1ty is the best available agency to undertake to cure this
cancer. - | | | o

MR, TOBIN: No;'siro I do not° 1 dom't think it would

~be of any help and I think" that all that would. happen tc you9 you"d
1nviteau I think it would be a perfectly completely destructive
approach and you would szmply stop any hope of moving toward
some constructive and reallstic_approach to‘it,' There isrno
realism'in trying to push the Pofthﬁthority;into tﬁié and there
is no way under Wthh we can do what you would 1like to command us
~to doy we can”t do it, and we would be back here next spring
tell:ng you that we have accomplished noth1ng and can accompiish
nothing, and we would be back the fall after that telling you the
jsame th1ng, because it“s impossible,, o
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:ASSEMB'LYMAN RONCO: Do you think that the creat‘ion of the
1Metropolltan Rapid Transit Distrlct would take the same att1tade,
that they would be back year after year informlng us that they can
do nothing?rv ‘ : ‘ ‘ o
"’MR; TOBIN:‘ No. 1 think's that's a constructive and
realistic approach, | | 7 B |
ASSEMBLYMAN RONCO: Thank you, Director. o
~ ASSEMBLYMAN ‘CRABIEL:"Mr.,._‘-vTob.ln;v Just to clear my mind on
'certaln key points; -:I.have been reading your report and lietening
to your talk = there ‘is no questlon that,as far as the compact _
. between the two states 1s concerned, the Legislatures could direct
the Port Authorlty to do rapld transit and that that would be f
within their compact. | S
MR .TOBIN:' Yes,fSir;;anereQS'no Question abont ito ;;
ASSEMBLYMAN CRABIEL’{ Number two,iw there is nothing in
the compact between the two states that says that the Port |
'Authority cannot undertake a def1cit operation, that is a policy
of the Port Authcrlty. | »i ‘  ‘d
‘MR, TOBIN° No9 alr;- That 1s in there by implication.'
When the compact and the comprehensive plans say that we shall have
no tax revenues which We cannot assess, and’ the‘State will not
guarantee our bonds. What it means is thatyou can only sell a
revenue bond, and you can only sell a revenue bond for selfm
supporting facilities. So it“s in there Just ‘as lf It ‘were 1n'
in print. - | RIS ’ .
ASSEMBLYMAN CRABIEL' Well, if you have a hundred million
dollars in round figures, revenue, coming in from the Holland

Tunnel, there is nothing to stop you.from_floatlng a mlllion_
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dollar bond somewhere‘on some. deficit and continuing to do that,

other than your own rule. Tha bonds would stili be sold wonldnittj

St |

o MR. TOBlN: il'm sorry, I'm not with youo 5,gg‘l‘b o

ASSEMBLYMAN CRABIEL° What I‘m gettlng at here is, you’re‘ .

saying categorically that you cannot take a deficit,v Now9 I“~ N

raising the po1nt that as far as the Legislatures of the two _

.states, when they established the compact there was. nothing in the 11

',compact and nothing in the instructions from the Legislatures to o

'the Port Authority that they could not undertake a deficit operation.‘
. MRo TOBIN" Weli, excuse me, siro Iid say that there was. |

1 would say that the way the statutes are phrased, it could undern

.take nothing except a self«supporting operationo We have no- way

'of financ1ng anything but a. selfasapporting operation° ' , ‘

ASSEMBLYMAN CRABIEL'i Well how -do you account for the fact, |
'then, that you have operated deficit operation57 | i
. MR° TOBIN' Because the peoled revenues have been

sufficiento‘ Because we believed also, when we went intb those9 o

- that they could be self-supporting and we were wrongoe‘

| | ASSEMBLYMAN CRABIEL‘ Thatis what I was pointing upe

B IVIR° TOBIN° People said we were wrong when we went into

_ the airports and we believed that we could make those self»v

supporting9 but we believed that we could and the Commi851oners‘”'.

' believed that we could, and we convinced the Street ‘that we coulde'

| ASSBMBLYMAN CRABIEL., Well now, when the Metropolitan |

,Rapid Transit Commission was. fcrmed, and it was formed by "‘ _

legislation through this Legislature and the New York Legislature,gi

v‘there was nothing in the creation of the Transit Commission that |

told them that they could not come back with a plan for transit






,that wasn“t a deficito _ .
| B ‘MR, TOBIN: Thatis rlght,_ _ﬁ“ | T | -
: ASSBMBLYMAN CRABIEL° But.the Port Authority put up. $800 ooo?j
of this money s the substantial part sf it,_in fact way 1nto the_:
majerity part of it, and they made a separate contract with the

Tran31t Commission and one of their basic premises of that contract'i”

was that the Transxt Commi351on COuid not recommend that the Port
‘Authority be 1nvolved if 1t were a deficit operation, ‘is that:'
right? | | iid" o | Tﬁ::“ N
":jMR;fTOBINé ‘Nc.iiWe“askedtthem invihat;memoraaddmibfi
underStanding to recanize’thai>faci, and the&afecsgnieed'thafdfact;a
| ’e_ASSEMBLYMANrcRABIELéi Weli; 1 think Mro Miiler, in hls

fepori; pﬁtiit further° He saidg and I qucte from. his report here, v_:
one of the specifications = thatis on page 29 of Mr, MiilerVS':' -
vreport = as written into the agreement between the Metfcpclitan‘
Rapid Transit and the Port of New Y@rk Authority is - and I quote\»ffi{
."The Port Authority is able to- undertake transportation and | |
terminal facilities which can be financed by revenue bonds only
if cempetent estimates indicate that 1n the Iong=run they wiii

be se1f=11quidating in and of themseives, My point 1n raising
',this.questicn here is, you have stated that you have cooperated
xand you have made many studiesg and I know that you have9 but the
point that lﬂm raising here isg~ perhaps we wouidn“t be having this’
hearing now if that were not in this original compact because of |
’the fact that it's the feeling of many that the Metropoiitan ;"
.Rap1d Tran31t Commission. should have been abie to arrive at that

decision themselves instead of having te S1gn a contract sc ihat S

they coaldn“t even investigate Tppoe
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MR, TOBiN: They'coﬁid;'sifoa They not oniy couid have“
afrived at that opinion themselvesg they were free to do so and
in fact they studled it, as DroiMiIIer"s report showso. And if |
he came up W1th an opposite conclusion, there was nothing in those
specifications to stop ‘the MRTC from coming up with that conclv.ision.,,ﬁl
»And they spent a lot of money to study it,-- - R o

»ASSEMBLYMAN CRABIEL‘ Well, we have a distinct difference
of opinion'thefeo. Itvseemsg the way that wording isg and the man
that's paying the $800, OOO - but ‘maybe we ‘can develop that when
the Transit Commission comes on. ‘ v

| Another question° Dr° Flink“s reportg on page 38 taiks'
about this L. 37 - 1, .3 times the debt service. He indicates that:
vthere are three conditions under which you can continue with new
progects. | 7 |

MR. TOBIN: Yes. .

ASSEMBLYMAN CRABIEL: 1n your report, _whi’cﬁ"r read cv‘ér
the week-end, and in your remarks here, you indicat% and you say_h_-'
time,and time again in your printed report and you said it,todayf“
here,_that there is no suchvthing.aSjan,excess.reienﬁe for an
unobligated revenue. Andan;-Fiink says that thereﬁisn Naw,,
will you clearly state what is wrong with his statement on
page 38? In other wordsg he said that projects can be financed
particulariy under Condition 3. - . 7 7

VMR. ‘TOBIN: No. He says; ”Conditlon 3 appears ‘to be the
easiest condition to satisfy;”: He-means, and I have assumed on f]
that general" conditiong instead of = 1 have not discussed condxiions
1 or 2, elther, because condition 3 is the ea51est one to

vsatisfya






| AssEMBLYmAN CRABiEL?7 Bﬁt if$y6ﬁ ha0e11737tfméé your
revenues,’there is nothlng to stop you from proceedingg as farb
as the bondholders are concerned with other progectso -
MR° TOBIN' If your projected maximum debt service;vwith
that new project, % if your present net revenues amount te 1 3 '
of that max1mum future debt serviceg ‘then there is nothlngo_ N
| ASSEMBLYMAN CRABIEL: Wells isn't it unfair, then, to keep
saying time after time 1n ‘here that you have no excess revenues
and that you cannot partlcipatev;n any way whatsoever =é |
MR, TOBIN: No. | I
ASSEMBLYMAN CRABIELO‘\éé“wHeﬁ your admiited revehues“here
are prodected aheads even with your $7OO milllong to be clearing that
»present debt servicee » e . » , _
- MR. TOBIN° Well9 noo What I say is cerrects that it would
be. illegal and unconstitutional because with the transit deflcit -
you could not conceivably satisfy that 1 3 and the bonds would
be thrown back in your face. . - v‘ 'v ' -
ASSEMBLYMAN CRABIELef That is correct, Wheh you'talk’about'
.tak1ng over the whole transxt deficits and that“s correet when you
| talk about. directing yourself specif1ea11y to A=16.
MR. TOBIN: Yes. o o
| ASSEMBLYMAN CRABIEL: But it isn’t correct that the Port
Authority does not.have‘some exeess,reveﬁues that,lif the}Legisﬁatures
directed the Port Authofity to eovseﬁething with9 tﬁeaPort Aﬁihofity
could do it and st111 stay within their obligations to their
bondholders° | ‘ ' |
N MR° TOBIN‘ If they could do it and stay W1thin thelr
obligations to their bondholdersg they could do it,_; {~ L
| | ASSEMBLYMAN CRABIEL“i Another question?’ Could you tell me






proJects
how many/of this $700 m1111on that“s progeeted have been approved by

the Leglslature and how many have been approved by the fact of the
Governor‘s approving the minutes. In: other wordsg has the Leglslature
approved every pfojecﬁ,’evefy general project? I“m not talking about
a’detaiied proj.ecto But has the Legislature spe01f1cally approved
every general progect? ‘

MR. TOBIN: Let me take those projects = Those pTOJectS
are, the George Washzngton Brzdge‘seoond deck - The Leglslature
specifically approved that conetruction. Those projects'include
the Narrowé'Bridge, and the Legislature specifically and directly
approved that construction;v As to the airports; the-Legisiature
agein approved. Everyone of them = I could go through the 1iét -
was ebecifieally approved and eﬁthorized by a,genefalAbill‘in the
Legislaiure,i‘One authorized‘ue to gooforward with the second deck,
another one euthorized us to go fofwatd With the Narrows,Bridge,‘ ‘
another one authorized ue_to go‘forWardeith the Newark Port and
Airport, another one authorized the Elizabeth Port Faoilities;
and there was general thinkingLon-the Brooklyn'?iefo' So they
were all authorized. Yes, sir, they would have to be°

‘ASSEMBLYMAN'CRABIELO Do you. think that Senate 50 or-

A=115 - I am asking you the same question I asked Senator Lance -
Does Senate 50 or A=115 preclude the new Metropolitan Rapid Transit
Commission from coming up with a plan that would include Port
Authority participation in some form or another?

"MR. TOBIN: It'does'not;-SiPQ you would have me_back.hefe
making this same'presentationo They are perfeetly freeﬁto recommend
it but we would have the same situation. | ’

ASSEMBLYMAN CRABIEL° 1 understend’thatb"ln your report

I think you put two lines in that say that the Port Authority
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Commissioners favbr the Metropolitan Rapid Transit bill. In all
your presentation you did not comment on it at all. I was just
wondering, in lieu of the fact that you”re talking about deficits
up to $150 million, where you think this Transit Commiésion is going
to get any magician or magical value to be able to find this money.

MR, TOBIN: I don't think they are, sir, anymore than the
City of New York or the State of New York, in the case of the Long
Island, could find any magic. There is one thing, Assembiyman,
that 1 would like to make clear. The Port Authority in its second
report,; the report that was pfeéented at the meeting in the
Governorfs office, and I think'also in the report which was
presented at th@ meeting in May, which you attended, has very.
firmly said it believed that the only constructive step forward‘was
the creation of the Transithistrictu And we have said it, but we
were addressing ourselves here primarily to A=16 and just simply
didn't repeat it. There'’s is no significance in that.

ASSEMBLYMAN CRABIEL: In your remarks on integration and
complementation of transports, ydu said that you didn't think any
or an appreciable amount of‘cdmmuters that used your tunnels or
your bridges affected the rail commuter problem. What happened
to the commuters who rode the H&M? As I understand'itg the H&M
is down 50% or so from what it waé 20 years ago or 25 years ago.
The traffic pattern - what happens here? Where do those commuters
now ride? |

MR. TOBIN: Well, some of them come by bus and some of
them, instead of riding the Hudson & Manhattan, live in New York
and go out to plants in New Jersey - they don't have to work at
a plant where they jus@ go to Newark, We have a whole regional

traffic pattern which is totally different.

!
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ASSEMBLYMAN CRABIEL: Well isn’t the tétéi‘ 'camﬁe;s -‘gbmg :
into New York = the total cemmuters through the tunnels and
~everything practically the same as 1t was. 20 years ago? “

- MRo TOBIN° Practically exactly the same as 30 years agoon
- ASSEMBL‘YMAN CRABIBL“ My point is that, somethmg happened 3
‘.to 507 of them on the Hudson & Manhattan and I“m just wondering _:
whether the combined facillties of the Port Authorityg the tunnels :
or. the brldges, you ment1oned the bms linesg whether that dldnet B
'have something to do W1th the. pllght of the railroadsov»

MR. TOBIN° Oh, yeso Hlsterically 1 think it had a very
distlnct effect on those9 smo My point on integration was - that
- youfre not going to get them back = not that they didn“t come from
there. There was a time when there was no tfansportation by '
‘automobile or bus and they all came by raii. There was no commuter
vtransportation other than by rail° Nowg there is no- question
| historlcally that the number has stayed the same through the»years;
but there 1s no questlon that hz OOO people who formerly came.m or
the equivalent people who formerly came in by rail are eaming in"
byubuso» What my point there w389 that yeu weren“t gozng te get v 
them back _ e » o e U

ASSEMBLYIVIAN CRABIEL: One final ‘Qﬁestien;‘ then. ‘Isn't there
some log1c theng at this stage of the game where we“re all |
groping for a solution9 to keep the Port Authority in to aﬁy
over»all p1cture of rapid transzt? in some form er ether? _

MR. TOBINS We119 new itis a question9 sirs of what ycu
mean by'“logic” in the.thingo ‘There is no ecenomacs in ito
'There“s no poss;billty of financing it that wa‘y‘o If you say that
the ccnstruction of the tﬁnnels and bridges had an adverse effect
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~ upon the,railé, that's ceftaiﬁiy'trneo But of greatef truﬁh;fand
“a,mérerimpOrtant one; is that the development dffAmeriean automobile‘
,induStry}hasvhad'a paralyZiﬁg:effeCt upon paséengererail'tfaffiec'
That?s a fact of ﬁmefiean econemic life eﬁd you Can'say‘thatrthere.
is a loglc therefore why the automobile 1ndustry should be asked
to pay some of the deficit of the ra11roads, or someth;ng like that,.
‘It hasnft very much economic’ realism about it, 1tVs simply an
economic fact of lifeg of Amerlcan 1life, particularly as. it“s
developingo‘ The garage mechanic has supplanted the harness makef
and in certain logic, perhaps-he should support it, but it"é’aWay -
from realityg certeinly. " The basic facty and the one that bothers
you, - isnit the basis fact, when you think it azlvrbac‘k\thr’oughg
‘the de#elopment of our gfeat‘Ameficaﬁ aﬁtomobile-economy“that has
madeva great change in this thing2 'That“s the fact,,'And that
economy‘w'it shouldn’®t be»abologized for. Economicallyg neth1ng
has been a greater blessing to the American peepleo, :

' ASSEMBLYMAN CRABIEL: Well, isn't it just as logical to
| ask thevﬁeople in the autoh@biies'new to assume some of ﬁhe Ioad,’
as it was Iogical to tax the rallrcads some years: ago to assume
.more of the load of transportatiwng which they now do?

-~ MR, TOBIN: It may be Iogical to ask them to do it but
vwhethef'your-fénr million automebiie oWnefs hereg or motor vehicle
'owners here in New Jersey want to do it is anothef matter‘°

ASSEMBLYMAN CRABIELQZ Very welle

CHAIRVAN KESSELHAUT: Assemblyman Franklin? | |

ASSEMBLYMAN FRANKLIN: Mr, Tobing I don?t want.to worry
thislegal problem which you have discussed so thoroughly W1th usg-
about the difficulties in taking on a deficit transaction,-but‘Just

directing our attention;'fe:fthe.momeﬁt; to the New Jersey situation
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where you estimate, I think, that perhaps this year there might be
A $16 million def:cits you'lve also suggested9 1 think that your E
very able staff feels that 1f you raise the automobile tolls on the

‘tunnels and brldges perhaps another 25¢, say to 75¢, then in that -

~ case that increase in revenues would abserb the deficit arising from

the rapid tran31t facilit1es that ycu now foreseeo
MR, TOBIN: ‘The present deficit.

ASSEMBLYMAN FRANKLINz The present deficit. Nows-aSSume;that

’you might adopt that_u'forgetting at the moment all matters of

'policyg Jjust looking at the legalistics of it, = aSSume that you

were able to raise the automobile tolls, for example, end perhaps'
find other sources of additionalifevenue which the Port Authority
‘does not now have, perhaps increasing charges for some ether services
in other areas where that might be feasible, so that then from an
over=all point of vieW‘yourbrevenues mdfe than‘take'eere efryeur
debt setVice including the rapid tfaheit deficit, which you would
have'assumedg = do ydu then see any iegal bar to-ydur:taking over
the rapid transit situation? |

MR, TOBIN: You have to take the past three years and then
you ere eﬁﬁi;led-to take any'12 months out of those three yearsp
So you would have to first raise the tolls to Qet ready for this
periodg and have'had themjraiSed fOr‘three years; Then if you
cbuld‘show at that time, you could‘technically cduidiimegine the
poiht wﬁere you could éhOW‘thatvydﬁr'net revenues, hisioricallyé
were 1.3 times the maximum future debt Serviée, The point- isg sir,

that then you couldn’t sell a bond either because the 1nvestor

“has no conf1dence in a transit bond supported Just b‘yrevenues°

And I don?t think they would buy a bend even from the Port
Authorlty,
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ASSEMBLYMAN FRANKLIN: Well, my questidn perhaps is Jjust a

little broader than that. Assume you went through the necessary

preparatory steps, you did raise the tolls, you got the additional
revenue which you estimated that yoﬁ would need to cover the deficit -
it showed very clearly,andg perhaps, evenlgave you a surplus = could
you not then sell Port Authority bonds, not as transit bonds but

Port Authority bonds baéked by the general revenues from all Port
Authority resources; and in that case would you not then be able

Just as well to justify to your investing public the salability of
those bonds? because the revenue picture would be just as good.

And would you then have any technical legal barrier?

MR. TOBIN: Well, if you assume that you can get those tolls
up high enough so that you could show that L3 cove%age of maximum
debt service. But remember, sir, that you are working against $150
million Port District deficit.

ASSEMBLYMAN FRANKLIN: Well, I just for the moment wanted to
sort of limit my question to this New Jersey-New York situation,
which is a bi-state situation, of course, and perhaps one of the
foremost that both states face. Then;at any rate, we can set aside
this legal objection, I take iig and it becomes a policy decision.
Does it not?

MR. TOBIN: A policy decision that's a very real one. And
I doubt, sir, that you could sell bonds. I don't think you'd have
any credit because I don’t think Wall Street would put monéy in
a Port Authority bond if the Port Authority was going to become .
involved in rail transit. I know they Qouldn"to

ASSEMBLYMAN FRANKLIN: Well then, I would like to get to
the second phase of it. If we can gei-over the legal objection, and

I gather we can ==
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"MR., TOBIN: We can, theoretically.

ASSEMBLYMAN FRANKLIN: Right. All fight, Then to turn
from éetting aside the legal objéctien, the next thing that interests
me is your féeling about raising aﬁtomobile tolls or finding other
additional sourées of revenue. I realize that it might be unpopular
with automobile owners, and we undoubtedly will hear from them later,
but I wondered if the Port Authority itself had any feeling about '
raising automobile tolls from the point of view of good, sound
policy. One of the reasons I ask this quesiiong of course, is that
it has been said that automobile tolls have remained the éame over
a good many yearsg and all other cpsts have gone upg; that the
automobile owner is subsidized fo: free use of highwayég and so on,
and should contribute more. I just mention these because it seems
to me there is a policy problem there and I wondered what the thinking
of the Authority was on this point.

MR. TOBIN: Well, the Authority has never given much thought;
siry, to the raising of tolls. It has never had to face that problem
and there isn't any thinking, as such, on it. I would say that I
can get to a theorétical point with you where maybe you can raise
tolls to $1.00 or $1.25 or $1.50 and assume the same traffic and you
get amounts of money on historic revenues which would overbalance .
the $150 million disﬁfict deficit on transit. But it gets into
the field of being unrealistic as far as really selling those bonds.

ASSEMBLYMAN FRANKLIN: Well, is it fair to say, then, Mr.
Tobin, that as a matier of policy the Port Authority has not con-
sidered this question of raising automobile tolls or raising, perhapsg
service charges in other areas to cover the rapid transit deficit?

'MR. TOBIN: Well, we had to consider it, sir, when Dr. Flink

suggested it. And we certainly did consider it at that time. So
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we have'considered ltd'fwehhave;said‘td‘ysﬁ thatiwetthiak-ités'C‘
vunrealistic.? And also we have said to you that as to the other
fac11ities there is no 1ncrease in the general revenue possible
because those other revenues are from a contract w:th.Amer:an '° ‘
'Air11nes for 25 years for a. new. terminal at New York International
Alrport, a contract with United for a new terminal here, A contract ,
. w1th Naughtonlely for a terminal at Port Newarko And in all those
flelds, or in the case of the bus terminal fieldsg yeu cannot
raise the revenues the way theoretically you could, by just a
resolution of the Comm1381onersg raise tolls, ,»‘ ' | .

ASSEMBL‘Y’MAN FRANKLIN"‘ Well what 1 was'wdﬁdérin‘gfms:in
terms of more specmfic items which might be of interest perhaps to
us, such as,1f you did raise the tolls 25¢, how much addit10na1 |
revenue would you gets Would there be, do you thinkg a decrease
in the amount of vehicular traffie asmng ‘the tunnels? |
| MR. TOBIN°‘ In the calculatiens that we made te determine '
'that if you were to pay a $20 million deficitg the “57 railroad d
deficit, you would have to raise the tolls to 7Sd., We allowed in :
that for a 107 fall- off in traffi99 whzch is arguable by anybody, a
It?'s just a round flgure, Youﬂve got to put semething in there.
Yoa are’geing to lose some-trafflea’ But that estimate of 75¢
was based upon what you would need to balance the New Jersey rail%
‘road's historic - - rather 1957 deficit»} S |

ASSEMBLYMAN FRANKLIN°' Mr. Tobln, then 1s 1t the feeling
of the Authority that raising the automobzle tolls in that amoant
would provide a realistic increase in revenue that yeu could coant*
upon? » f | _ ‘vﬂe | _ : R SRR

MR° TOBIN?, Ne; We don“t believe it is realistic as. :
applied to thiS problem because we think that if you did that in

J’
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anticipation of three years from now building an arithmetic situation
from which you c0u1d'theOretica11y cover enough future debt service
to allow the absorption of a $20 million Qeficit, even then you
would have destroyed your Crédit once you got into rail rapid
transit in a revenue-agency and that you couldn®t - the whole
purpose would be aborted becausé you couldn't borrow the money
anyway . | |
ASSEMBLYMAN FRANKLIN: Well, the only thing that bothers
me - and then I won't worry this any longer - is that if the ovef-
all picture, if the over-ail operation of the Port Authority shows
an adequate or more than adequate‘reVenue situation to cover all
costs plus amortization charges; and it does so because you}covered
the rapid transit deficit with increased automobile tolls, why is
it ahy different from any business corporation which may have a
deficit in certain departments but over-all shows a good revenue
picture and, therefore, can sell its bonds?
MR. TOBIN: Because still to sell its bonds the public has
to have a confidence in that new business that the business went
- into and if it feels from a business étandpoini that the cérporation
went into a new business field that's going to wreck it, it will
not buy those bonds. Now, ihe new business that the cefporation
goes into may be such that it can afford to write off a million
or two million dollar loss to é mistake, to a miscalculation, but
I would put it this way: Let us suppose that General Motors
Corporation started é new business and that business was to take overb
all commuter railroads of the country and to operate those railroads,
I would say that General Motors' securities would be unsalable.
ASSEMBLYMAN FRANKLIN: But here, you see, the new business

that it seems to me the Port Authority would be going into would
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not be just a rapid'transit deficit situation - and this is the
question Iﬂm-realiy asking - the new business would be rapid
transit deficit plms increased tolls on automobiles, for example,
MR. TOBIN: Well, it would be assumed in my situation as
to General Motors that General Motors could raise the price Qf’
automobiles to make up the deficit for handling tﬁe‘countny?s'
commuter railroads. NOW§ General Motors can go into some new »
business that it may be all wrong about, but you know it is within
’the compaséable existing power»of General Motors to carry that
business., But I can't give you a better example of our attempt to
understand each other heregin~th656 hyp@ﬁheticél caseS, that my
suggestion that_if General Motors went into just what welre talking
about, which is if they would take over the éxisting éommuter
railroads of the country, or their deficits, that I think a
General Motors'! bond, under those conditiens, is unsalable, v
| ASSEMBLYMAN CRABIEL: Mr, Tobin, just one question while you
are 'on that General Motors situation - it's not even an equal
analogy because General Motors has cdmpétit@rsg you have a monopoly.
There. is no one that can gét acféss that river except through
the Port Authority or through the rails, And General Motors would
have bad bonds because Ford and ChrySlef and some of these other
places would keep séilimg cars, but I don?t think that's an
analogy at all here, -

- MR. TOBIN: Weil, Mr. Assemblyman, I think if the Port
Authority tried to act like a monopoly with respect to the charges
for its services across the Hudson Rivefg yeu would very soon
have me down here on the carpet - the Governor would probably have
me ahead of you = but ydu would have us here Vefyg very fast, and

very properly, if you felt that we were saying that we have a monopoly
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'of'therchSSings‘and werwould do:what wepleesed‘about.itp.
. CHAIRMAN KESSELHAUT” Assemb lyman Wilson, lebelieve_has a

Quest1ono | '\' FH,‘ | 'k' | ',l‘ _

~ ASSEMBLYMAN WILSON: I 'am Assembiyman’Wilspn from Unton
Coﬁniyor I'WOuld»likeJto'questlon Mr . Tobin further when I have -
completely dlgested this repor‘te ln ‘the meantime, Mr. Tobin, 1
would like to ask you Just two questionsa One 13, do you believe
~ that perhaps another agency shouldvbe establ ished, one which will
pefhaps take over all road fecilltiesg'inclﬁdingtthe tﬁnnel§=and
bridges which you now have, and Metropolitan Rapid Transit, and
leave the Port of New York Author1ty to the Port to the Maritime
: Department.and to the Axrports, Do you. think such a thlng is
feesible asie peseible solution to this problem7 | -
| ’lfMR;‘TOBlN° This new agem::‘,t9 sirg would take over all ==

'ASSEMBLYMAN WILSON: A1l of your road transportetion.;"

l MR. 'TOBIN: == road:trensporfatl@n = ‘ »

| ASSEMBLYMAN WILSON: Inclﬁaing your tunnelslaﬁd bridges.
. And}leave you the POrtpythe Meritime Departmeﬁtg and,youf'air_
facilities. o o |

1vMRo’TOBIN2 ‘Do i lhiﬁk lt”s a good thing? ng 1 doﬁ”t
 think:it?sea good thing. Andbl think that you wéuld Serieuslylll
crlpple,tﬁelpeWer of the‘Auﬁhefity to go forWard}with‘al
constructive Port progrem in lhe"field which we are_telkiﬁg about.
It is true that they afe‘all dn-a $elf=suppcrtiﬁg'basls‘bﬁt_
: vefy prebebly itts a very thinlthingg and the'strength‘in back
of those facilities are the tunmels and bridges. And also, if
in yeuriquestion - did your qﬁestioﬁ assume that thls sécond agency
"would include the railsftoo? The rapid highways and ralls?
© ASSEMBLYMAN WILSON: That's right.
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MR, TOBIN: Well, I'have"been.developing here the point that
I wouldn t think that that agency could pay its way at a11o So
I think what you would end up d01ng is rather hobbling and o
crippllng the Port Authority to have a new agency that was going
 to be faced with heavy deficits, “ - -
| ‘ ASSEMBLYMAN WILSON° Well, my p01nt in asking that qmestion
was the fact that we might get an agency that would pe?haps meet
| the 1eg1slatures of both states halfway, and get intc this problem,
-because it seems to.be the concensus of opinion‘that'fheklegislature
here, at least, agrees that this JOb should be done by the Port as
the only agency equipped to do ito_n-

Now, my second question is, in your statement‘ihis.morning
you have in fact stated thatvperhaps our ihformatien;vgiVen,by
‘ the Committee”s Economic Adviser9 has perhaps been 1ncorrect by a
tremendous margin° I don't know the source of your facts but 1 have'
received a copy of‘ma | | g ‘

‘MR, TOBIN: His liatesi‘reportg sir,

ASSEMBLYMAN WILSON: Oh, yes. I said9 I don“t know the
source of your facts but I have received a letter, over: your
signature, on another subjectg which I won't go integband that
‘letter which also cOntafns facis as to why another preject"was not
fea31b1e andg in effectg was therefore rxdlculeusg - in that letter,
Mr, Tobin, there were 13 mistake39 and I would just Iike to know
if it isn't possible that some place in all your figures this
morning you haven't made another error or - possible mistake?

- MR, TOBIN‘ Oh9 1 have no doubt that somewhere along the ;
1iﬁe»this mdrniﬁg I made a mlstake, You've given me no opportunltv
ito go over my letter that you say there are 13 mistakes in but I

would like to go over it W1th you any tlmee‘ Andvl wculd_be quite
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embarrassed if there were 13 mistakes in it., I hope there were
not, If it's about the Upper Bay Bridge, I don't think I made
13 mistakes about that.

ASSEMBLYMAN WILSON: Thirteen errors of fact, Mr. Tobin,
in this letter, starting with the initial page.

MR. TOBIN: Well, maybe Mr, Henry Smith says there are
13 errorsin fact but I would like to go over it with you myself.

ASSEMBLYMAN WILSON: Some of these facts are substantiated
by origihal reports.

CHAIRVAN KESSELHAUTz Well, let?s get back to the question
at hand here.

ASSEMBLYMAN WILSON: Excuse me, Mr., Chairman. That was my
final question but I don't want to go into that matter right now.

CHAIRMAN KESSELHAUT: Assemblyman Bowkley, 1 believe has
a question. |

ASSEMBLYMAN BOWKLEY: Mr. Tobin, i“ve heard mentioned here
a deficit of $150 million; I have heard mentioned a -deficit of
$16 million; the report of Dr. Flink states that the Commission's
estimated deficit is $13 million; that the Port Authority's
initial estimates of deficit operation was $20 million. Now, I
would like to find out for my own knowledge just what the
anticipated annual deficit might be in the Jjudgment of the Port
Authority?

MR, TOBIN: Most of them are different deficits and different
things. To go along with them, the Metropolitan Rapid Transit
District estimated that with the construction of a $500 million
~ loop system they could 6perate that system and also take over
the debts or the opefaﬁions of the commuter railroads and have a

deficit of $13 million., That's just the New Jersey segment. That's
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the‘New'Jersey'operation;evAnoiher'figure-that'I"WaS»usihg,“and
~which 1 say can be completely substantiated, is that the actual Hl_
commuter railroad deficit in New Jersey alone for 1957 was $20
‘milliono Another figure9 at wh:ch I guessed a bit9 l think that this
158 figure would be about $16 million, The other figure of $150
million is. the very demonstrable transit deficit for the Port
| District, which is the District in which the Port Author1ty is :
responsible for carrying out its Port development work And that fv
deficit 1is composed of ten or f1fteen million dollars for the
New York Central, New Haven, Longklsland, and,the Staten lsland
éystem,'m it’s oomposed of thatftenfOr fifteeng it“s composed of:
$83 million annual capital ‘deficit of the New York City Subway
System;, includlng $20 million of New York . City Subway System current
operating deficits and including a $2O million deficit of the
New‘Jersey commuter railroads;,and that total is about,$150 million;
ASSEMBLYMAN BOWKLEY° ‘1 was wonder‘ing9 in the report of l
Dr. Flink which ‘I read over. the weekmendg and part of the report of
‘the Port of New York, = l doth see any definite recommendation B
that the New York Subway System become a part of this Metropolitan '
Rapid Transit Districtg other than an 1ntegratlon basis onlyo
‘ - MR, TOBIN° Wellg this is a bi state bill, sir, and the
Port Authorityis Jur1sdiction ib bi=state. The City of New York
at the present time is urging the Port Authority to take over a
part of its transit defic1t9 the $6 million Staten Island Ferny '
: System° I simply say that the Port Authorltyg under this binstate
bill, and operating the only way it can operate cannot say, and o
New York is not going to permit it to say that we W111 concern
'ourselves only W1th the New Jersey side of the deficit,f New York’

is carrylngea basketzof3those ;tselfeJ And if_we?re“to,be'iﬁ'ifgei_’






the only possible way we can be in it is on a bi=- state basis,_‘There
is no other possible way, | | d _ _ __‘
| ASSEMBLYMAN BOWKLEY s 'Now;you-‘indicaiéd 'earlie'r; in ans?we‘f[:
to Assemblyman Franklin*s question, that you estimated a fallwoff ofl
about 107 in vehicular traffic in the event. of a; toll increase,_o»
MRo TOBIN“tThat part1cular oneab B L b'
| ASSBMBLYMAN BOWKLEY: - Where do you feel then, in your
Judgment, this 10% would goZ I mean, would ihaf be,loatventlrely of:
would it go to rail? T o
MRQ'TOBIN° 1 dohlt.think lf.would go to fail; 1 think it?s
, the fellow who will think. twice before taking his family out on
ivSunday and paying $1.50 instead of $1, 00 to go back and forth to
wherever he was going° I think there“s a lot of it in that,,
~ fellow who can make a ch01ce and a decnsion° It mlght come in f
‘1noreasing pressu:e on the fellow_who has to. go out of New York .k
to‘work'at MahWahvin.the Ford plant;.4Maybe ﬁe'feels fhat'he can
fafford to pay or go with himself and'ﬁis.friends'and pay“a'dollaf.
round trip every day to get out to the plant and-he would think
-hard_about'whethervor'aot-hefjustvdidnlt héﬁé to‘find two.of”three»l
other‘fellows,tolgo along wilh hiﬁ and help make up the $1.50 tab.
It's all that type of ihings, I think, in other words, it's traffic
that wodld disappeare There is noth;ng in this theory that traffic
would go to the railroad39 nothinge
‘ 'ASSEMBLYMAN BOWKLEY° In the planning of the Port of ‘
New York Author1ty, to your knowledge was any thought given to the
inclusion of providing rail fac1lit1es on any of these Ccross river o
crossings, such as the proposed Narrows Bridge9 the Lincoln Tunnel
Third‘Tﬁbe;aand so on?_ |

| MjoTQBlN: No.  In plaﬁniﬁg‘ihe/Port'AuthOfity'there was
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no consideration given thato ~There was, es a‘matter‘Of facig-not
one bit of consideration given to the Port Authorlty ever getting
vinto the passenger railroad59 not a bito You can go through the

300 page report that preceded the organization of the Port Authority
~and you will never find a passenger rail operatlon ment1oned once.
‘ItVs full of freight raii operatione - _

‘ASSEMBLYMAN BOWKLEY: dWellg I am not refefriﬁg”to‘the.

Port Aﬁthority actiVely eﬁgagihg:in the tfanéfer-or paSSége‘of either‘
passengers or freight but merely providing facilities which could
be on a toll basis. L | “

'MRo TOBIN: It was considered in the plannlng of the George
Washington Bridge, and actually the George washington Bridge was
constructed so that in the future you could build, as you are building
now, aveecdnd deck, And'thefobenings in the‘towers Were made large
enough that rail trains could go through there if - that was 30
years ago, looking forward, = if'the'transportatiOn‘technology/df' \
the.CQuntry waS‘Such that that Were;required'at the time. It turns
out that it's not. The Port Aﬁthority also spent a lot of time, -
yearsgvas a matter of factg‘in studying and working on the p0581bility
of a transﬂbay freight tunnel from Greenville in southern Jersey
City over to Bay Ridge, and we worked with the railroads for yeavs‘
and years on that and it never cduid‘be brought to the point of
’Selfésupportlbecause obviously it was only the failrdads that
could pay for it and their condition was not such thaﬁ they felt
at any iime that they cculd»gorehead;‘vThat was extedsiveiy.studied,

 ASSEMBLYMAN BOWKLEY: Well ‘then, there has been sdme thought
given‘by the Authority to the interchange of trafficgﬁpassenger‘and
freight, by rail. o ’

MR. TOB‘INe Yes9 sir, in the-Senée tﬁat‘I have reviewed.

 ASSEMBLYMAN BOWKLEY: No further questionss
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CHAIRMAN KESSELHAUT: Mr., Tobin, I have one qﬁestion@ What
do you ahd the Commissioners now concede .the role of ihe Pért
Authority to be, in the role of participation toward the solutién
of the rapid transit problem?

» MR, TOBIN: I think the Port Authority has done everything
that it can do to help try to find a solution to this'problemc
i think there is no agency that has worked harder on it. I know
that. l did’not orally review the record of our studies on that
but they are in our report. Thirty years of ﬁard costly studies
of this problem. And I don't think there is any agency that
has done as much as that, ending finally with the support of the
étudyvby the MRTC fo the extent of $800,000., I think that we have,
Mr, Chairman, contributed everything that an agency could contribute
and we have ﬁdtﬁing more to contribute to this problem.

ASSEMBLYMAN FRANKLIN:s My, Tobin, in looking at the transit
situation'in the area as a whdles I think you have the feéling that
pefhaps if you considered the New Jersey-New York transit situation
we should include the New Haven Railroad as a possible area to
be covered by the Port Authority, and also the New York Subway
Transit System. And I just‘wondered if you would cdmment.a little
more on both those aspects because 1 alWays thought the New Haven
was a Connecticut-New York transit facility and therefore would lie
outside the present jurisdiction‘of the Port Authority as a bi-state
New Jersey=Néw York authority. Perhaps this is wrong, but just as
a layman I had the feeling‘thét the New York Subway System was an
internal intrabproblem within the State of New York. Perhaps an
analgous system iﬁ New‘Jersey might be the Public Service:Bus
System. - AndvI Jjust wondered whether those were really areas that
the Port Authority would become involved in and whether those were

deficits the Port Authority would have to coasider if it took up
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New Jersey=-New York rapid transit.

- MR. TOBIN: Well, as to the first point, the Port Authority
is, of course, only a bi=state organiiatione I discussed the iri»
state phase of it because ybur Consultant suggested, in his lIast
repbrt, that this whole problem should be approachéd on.a tri=
state basis and by the Port Authority. That would require amendment
to the compact between New York=New Jersey in Connecticut and could
be done that way. And that is a reélistic deficit where the railroad
can say, We're going to have to stop and you've got to handle it."
And there is the same public concern about that in New York as there
is about the rails here.

Now, as to the City Subway System,remember in Dr. Flink's
first report before you he suggested that as part of this job we
ought to build a new subway between Newark and Elizabeth, running
north. And we didn't think that we should. And'we’argued that we
shouldan®t, but certainly his thinking throughout this has been intra-
state as well as inter-state and tri-state. So I have addressed
myself to the general fields of operation that he outlined, including:
its intra-state rails as well as its inter-state tracks.

ASSEMQLYMAN FRANKLIN: Well, is it the feeling of the
Commission that to adopt some sdrt of inter-state subway facility
such as'that or perhaps the fécility that was recommended by the
Metropolitén Rapid Transit System must logically and inevitably
lead to taking over the New York Subway Transit System itself by
the Authority? | o

MR. TOBIN: By the Authority? |

ASSEMBLYMAN FRANKLIN: Or whatever Authority was in charge.

. MR. TOBIN: Well, the thingsbecome very closely enmeshed
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typically in the plan of the Dr. Page formula. It certainly would
involve a system thaﬁ included parts, and great big parts of the
New York City Subway System. In order to construct the type qf good
rail service facility that he was talking about, you would have to
work out an operation in which there was a tremendous participation
by the City of New York with the new Transit District in the New
York City Subway operation. 'Sog as you move along, sir, these
things are intertwined, they do become enmeshed one with the other.

CHAIRMAN KESSELHAUT: Any further questions?

ASSEMBLYMAN BOWKLEY: One point, Mr. Tobin, I would like to
have definitely clarified and that is this: It has been admitted
by all concerned that this operation will be a deficﬁt operation°
;Tﬁere is no question about that. And 1 believe you have admitted
that the river crossings provide the major source of revenue to the
Port of New York Authbrityg in view of dollars. Now, specifically
as concerns the proposed Narrows Bridgeg caﬁ yoﬁ tell this Committee,
if you know, when that facility is expected to become self-
supporting afterallpwiﬁg for debt service, construction cost, and
so on? |

MR, TOBIN: Well, under the arrangements between the Tri-Boro
and the Port Authority, we are to finance it and build it and then
the Tri-Boro leases it aﬁd pays us a rental that's equivalent to
debt service, and then in 1968 takes over the -- must retire our
bonds issued for Narrows Bridge purposes or give us é sum sufficient
to retire those bonds and thén takes over itself. The Narrows Bridge
is a very thin revenué facility. lt‘womld start, according to
estimates, at about 15 millien vehicles, and the general estimateg
are that it would not bécbme séifwsupporting for a period of, shs

20 years.
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ASSEMBLYMAN BOWKLEY: Folldwing that line of reasoning, isn't
it logical to expect, since we are faced with a deficit operation. in
respect to rapid tranéit; that the existing facilities of the Port
Authority could not be uséd ultimately to subsidize this rapid
transit facility which is admittedly going to be run at a deficit.
| "MR. TOBIN: That is our position here. v

ASSEMBLYMAN BOWKLEY: Rather than call upon the communities
themselves to subsidize it; which has been projected by the}
Metropolitan Rapid Transit Commission. In other 'v\rbzt‘*dsi‘9 yoﬁ‘feel»that
the subsidy should come from the communities of all, the counties of
all, rather.than from the Port of New York Authority.

MR, TOBIN: I don't think that it's the Port Authority’s
position to function and I think we would be outﬂof order to advise
the Legislature as to how they should approach the prbblem of these
deficits, All I can tell the Legislature is what would happen to
the work that they initiated 37 years ago in the over-all development
of the Port if an attempt were made .to dump this in the lap of the
Port Authority, And I said that that work comes to an end and so
ddes‘the transit work. | , | |

ASSEMBLYMAN BOWKLEY: Well you said earlier that you favored
the‘creation of the Metropolitan Rapid Transit Commission and you
said earlier, also, that this was going to be a deficit operation
and the only people that would make up the deficit would be the
communities and the count@eé involved, Now, it seems to me that
it's logical to assume, since the Port of New York ultimately will
have profit-making facilities available to them, that they can
incorporate within their activities a deficit operation which WOuld

not over-all cost the faxpayers any additional money.
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MR, TOBIN: It depends, sir, on the size of the‘deficit and
what happens to the whole financial structure when you attempt to
incorporate it. The deficit from two truck terminals of $200,000
a year is encompassable and not dangerous; it can be handled and it
is being handled. But a deficit such as we're talking about here
and such as we have to talk aboﬁt on both sides of the river for this
‘bi-state agency is one which simply winds up the agency and doesn't
accomplish what you set out fo accomplish in the first place.

ASSEMBLYMAN BOWKLEYS Well, your,Metropoiitan Rapid Transit
Commission would be a bi=-state agency also.,

MR, TOBIN: Yes. It would have to be subsidized..

- ASSEMBLYMAN BOWKLEY: Yes, definitely. No further questions.

’ CHAIRMAN KESSELHAUT: I would like fo file now the statement
of the New Jersey State Chamber of Commerce; telegram of the Depart-
ment of New Jersey Reserve Officers Association of the United
States; a letter from Mayor John L. Brennan of Cranford; a letter
and a resolution of the Planning Board of the Township of Millburn.

The Committees will now adjourn farllunch until 1:30,

We realize that everyone here is very busy, elected officials
and so on, and there may be some of yvou who have prepared statements
that you wouid want to file with the Committee in lieu of your
oral presentation. If you have to leave, we would be happy to
accept them at this time., Otherwise, we will adjourn until 1:30,

I would ask also ﬁhat those who have not signed in please

do so, so that we can proceed with order.

(Ad journed for lunch)
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VAFTERNOON SESSION
" CHAIRVAN CRABIEL: The hearing will come to order. Because
of the fact that this is a joint hearing of the two committees
in the Assembly, wevare also rotating the chairmanships and I
will pres1de this afternoon at this sesgiono

At the start of the session 1 want to put into the record
a statement from the Planning Board of the Township-of Millburn;
| signed by Mr., Clark, and a statement on Senate'Bil; 50 by Mr,
Howard W, Van Ness, Vice-Chairman of the}Mbnmouth County Planning
Board, .

The first speaker of the afternoon session will be Mr; Morris
Pesin of the Jersey City Merchants Council. .Mrc’Pé_sino

MR, MORRIS PESIN: Assemblyman Crabiel, Assemblyman Kesselhaut
andgother members of the Joint Committee: Inasmuch as we have
many. people hefe today, I think it isnonly fair that we Iimii-
ourselves to about ten or twelve minutese.
| For a year and ‘a half, the Jersey City Merchants Council, as
a public service, has carried on the fight against.the Metropolitan
Rapid Transit Commission loop and the Transit Disﬁricto

This is the sixth hearing we have aﬁtendedg ané we hope the
last?~~At all these hearings and in our various reports addressed
io the legislator35 we have stressed that‘the lodpufecommendéd
‘by the MRTC is a noose around the neck of Jersey City in part1=
cular and Hudson and Essex County in. general because of the
physical aspects of the plan, We have maintained that the loop
and now the proposed Transit Dlstrict which are 1nseparable,

place an unfalr and tremendous burden upon=ten counties of New
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Jersey and dozens of municipalities Without their COnsent-and
for no Qalue received., We have also maintained that there is
a;definite transit solﬁtion, inexpensive, non»burdénsome, non=-
destructive and simpie'm but oatsidebof the MRTC plan.

We urge this joint committee to recommend to the General
Assembly the defeat of the Jones Bill S50 and All5 for the
following reasons: ‘,

Point one. The Tranéit District will merely bé‘thé.MRTC
under another name, The recemmended lqop:planwof the MRTC
with its physical and;finanéial program and the proposed Transit
District are inseparable, We‘challenge the cléim of the MRTC
and,the_GOVernor that S50 is not comﬁitted to any plan or |
financing. \

The bill édvises the board of directors "on thé preparation
of a plan-to c@nsiderithe report, recommendaiions énd exiéting
documents of the VMRTC‘ZQ” {lines 1l2- ml;, page 9 of.the SSovbiu)

This clause is a definite instructiom to the p;oposed District
io féliow its recommendations. Ef‘theif plan is n@t to be
considefed, then what plan can the proposed District"
>without money, time or experts, come up with that,thfeeuyears

‘of study and @1,000,060 of funds have not already‘devised?

As furthef proof that'thelréaommendations of the MRTC are
expected to be adopted by the Bistrict,'the ten counties listed
in the Pége report which are to pay two-thirds of the minimum
ﬁlZ,OO0,000 annual deficit are the very same counties which are
Iisted in the Jones Bill with their repreéentationé»_lf the
" MRTC is right in its contention that;the'District isbnot com- -

mitted to a plaﬂ:OT;itS financing, why are not the eleven






counties of Néw Jersey given réprésentation? The'answer.is
that the ten counties listed are‘the counties that are going
to be asked to finance the deficit. ‘

Point two. The control of the District is undemocratic,
The first impreséion givén'by the bill is that the 32 reprea’
sentatives of the District will reaily control the plan and its
financing;A This is not so, They'are'merely the figureheads,
The real power is in the hands of the sevenfman board of
directors, Lines 79 to 81, page 7, of S50 state that the
Council of 32 members will appoint,six directors and a chairman
who will constituté the Board of Directofs who shall:

a, Appoint an executive difector and other officers and!
employeesol I

b, Let and execute éontractg to carry out the%powers of
‘ the District, | |
| ¢, The Board of Directors with the apprdvai»of the Council
shall adépt a general plan in accordance with the pr?visions_
of section 3:13 of the compact. In other words, gentlemen, the
council will be a rubber stamp, »

d, Section 3313 of the General Plan shall. set forth such
projeéts.aé the District may propose and methcds of finamcingo

In other wordé, the seven members of the Board.of Directors
are the real power. New Jersey may ﬁave only three members on
the board, if the chairmén is a New Yorker, which may very
well.mean.thgt New York, paying only. one-third ofrthe'deficit,'
®uld very.well control the District, ‘ |

The claim of the MRTC that the Legisiétufe still has to

approve the plan is specious since the counties which are least
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concerned and have the smallest burden or none at all may very
well outvote the larger counties. Proof of this is that seven
of thé eleven‘votes‘fOr the Jones Bill in the Senate came from
non—burdéned counties, 7 '

Point threeo The representation in the District is dis=-
proportionate to the popuiation and §he tax burden? Last March lst
in our report tovthe Legislature, we pointed out that New York |
City, with a %3;000,000 tax burden, had 14 represeptativés on
the District, while Essex and Hudson and Bergen, with‘a combined
deficit of $5,000,000 had\only six members, In New Jersey,
Somerset, Péssaic, Morris, Monmouth,;Middiesex and Mercer
Counties, with $1,990,000 tax and 16,000 rail commuters, had
eight votes comﬁarédcto six votes for Bergén, Essex and Hudson
with 42,000 commufers and $5,000QOOO tax, Can you gentlemen
see this is an equitable or democratic representation?

Sehator Dumont was right when hé said that New York will
run the show and that he sympathizes with Hudson aﬁd Eséexo

It won't be the only time that we have been under the
domination&of New York, even to the oﬁtragecus situation that
we are to pay two-thirds of the deficit of $12,000,000 while
our citizens get rapid transit into New York to be ta#ed for
the privilege of working in that city.

"Point four, To set up a Transit District is to put the
cabéose before the engine. Spokesmen for the MRTC have stated
that#we should create the District first and work out the
details later. This is not only ridiéuloﬁ59 but dé,ngerous°

Only when the physical and financial plan is acceptable to all
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the counties and municipalities concerned, then and only“then'
should we determine what type'of authority shOuid put the same
into effect., To create a District which can only come up with
the same financing and the same plan as the MRTC is pure dupli-
cation of effort and makes no sense, We don't want another
Boéton Tea Party in New Jersey where the Disﬁrict is going
to impose a plan and tax burden on the counties and muni@ipalities [
without their consent; This would be tantamount to modern-day
tyranny.

Point five, The loop is a noose arbund’the neck of Jersey
City in particular and Hudson and Essex Counties in general,

The physical aspects of the recommended plan take-place
essentially in Jersey City and Hudson Countyo -Hudson is the only
’county in New Jersey which is declining in population, The State
of New Jersey should not, by this loop, permit the .hastening of
this decline by the creation of serious economic broblems there,
The loop plan with its underpasses and by-passes of the ma jor
business centers at Journal Square and Downtown Jersey City, and
the threat to the continued éxistence of the Hudson and Manhattan
Railroad by the relegation of that railroad to a minor status in
‘the loop and the estéblishment of five competitive and diversive
sta;ibﬁs, mean the economic destruction of Jersey éity, Herman
Stichman, trustee of the H & M Railroad, has stated that the
recommended loop of the MRTC means the end of his. railroad,

A threat to its existence is a threat to Hudson and Essex Counties
which contain one-third of the population of New Jersey as
against 50,000 commuters or one per cent of our population,

Weigh the equities and you will understand why the Jersey City
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Merchants Council has led the opposition to the loop and District
for a year and a half‘° /

Point six. There is a solution to this problem which can be
realized, but outside of the MRTC plan., Many proponents and
opponents of the lobp and the District have failed to see that there
is a simple solution other than the costly, by-passing, deficit-
ridden, burdensome loop plan, and that'is, a plan to connect the
railroads of New Jersey into the existing facilities of the
H & M Railroad and the elimination of the costly and obsolete
fefries° |

‘Andvthis can be done by compelling the Port of;New York
Authority, by passage of the Musto Bill, to undertake the
above solution by fulfilling its legal obligations, It has the
experience and manpower, Its refusal to ﬁndertaké the problem
must not be accepted. ‘

The Port Authority has refused to undertake the transit
problem because of the deficit involved, but this refusal is
based upon the MRTC plan, What of a non-deficit solution
outside the MRTC plan, as we suggest? Should not the Port
Authority be instructed to look into its possibilities? By
accepting this, they themselwves donﬂt have to undertake the
ultimate plan; but, at least, let tﬁem-look and study the
problemﬂin the beginning to do it thelcheapest‘wayfand then we
will decide later on if they have to take it or not.

We urge the immediate liquidation and the dissolution of
the MRTC and the return of.$13u,000 remaining in the treasury
to the State of New Jerseyov The MRTC completed itg work last

January with the issuance of its final report, Since that
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: time 1ts personnel have engaged in a- campaign ef propaganda
for the acceptanoe of 1ts report These act1v1t1es are beyond
 the scope of the leglslation creating the comm1ss;on,g It is not f{
| fzttlng for the MRTC personnel whose salaries are pﬁid 1n part |
' by the Port of New York Auth@rity, te defend the Port Authorzty
\for 1ts refusal to accept a solut1on of the transit problemo -

viAnd I say that the best 1nvestment that the Port Authority ever |
;nmade of . $800 OOO was to g1ve it to another group ta take off 1ts ‘ivd.
 shou1ders the problem Wthh 15 rightfully theirs and this was o
’ athe greatest dlversionary tax ever maneuvered 1n New Jersey@‘d
| ’ In conc1u31on we say to the commuters present here, and I
‘b’thlnk there are several commuters? groups that were supposed to
be here that if they seek an MRTC or. Dlstrict solution they
will. have no solution because the non«rall users Wlll not be |
taxed to sub31dize the rall users; I donﬂt think these commuiers“
wantfcharity; They want a - solutlon and we have to give 1t to
them, - We invite them to jo1n us’ and ask for ‘some . solutlon,va
vnon—deficit solutlon, under the guidance of the Port of New York
Authority, | n» o | | “ |

We. ask this jo1nt committee to assume the leaderehipbln.'"
SQlVlng the transzt problem by thelr recemmendlng the defeat of
850 and A115 and ‘the passage of the Musto Bill In this way, no
one Wlll be hurt or burdened and the commuters W111 receive due ;:
'con81deration, v _ , ‘ ‘ |

We thank this comm1ttee and the General Assembly for their -
courteous treatment and patience 1n hearing our 81de of the story,d’_}
Thank youo,v o S o f SRR

CHA.IRMAN CRABIEL°  Just a moment, _Mri,;fPeiisij.:r‘?i,f. _Are there any
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any questions? (No response,) Very well, that?s all, Thank you,

We will hear from Mfo Augustus Dreier, attofney or counsel
for the Inter-Municipal Group?

MR, AUGUSTUS DREIER: ‘Mfo Chairman, I have placed on your
desk copies of my statement. I have additional copies of the
statément here for anyone who so desires,

I éppear at this hearing on behalf of the Inter-Municipal
Group for Better Rail Service which is the officialkrepreéentative
on rail service for seventeen'municipalities in Union, Somerset
and Middlesex Counties as follows: Elizabeth, Roselle Park,
Roselle, Cranford, Gardwood, Westfield, Fanwood, Scotch Plains,
Watchung, North Plainfield, Plainfield, Dunellen, Green Brook,
Middlesex,vBound Brook, Somerville and Raritan. Thé Group was
formed on December 21, 1945 for the purpose of assisting in the
finding of the solution to the problem of mass transportation at
reasonable rates in the New York Metropolitan area. Early in
1946 the Group concluded that one of the keys to the long range
solution of the problem was the consolidation of the wasteful and
expensive duplicating terminal facilities of the competing railroads.

It is at this time unnecessary to go into detail regérding
the seriousness of the rapidly deteriorating raii transit in
the Métopolitan area. Your Committees, as well as the public
generally, are aware of this fact., The question confronting the
Assembly is whether the solution is to be found through the
adoption of: p

(1) The M,R,T.C., proposal in the form of Senate Bill 50 and
Assembly Bill 115 which will relieve the exisfting;legauy

constituted and experienced Port Authority of its obligation
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and duty while at the same time ereafe-a'oevé ‘autho'ritj to do that Which thfe‘ |
| exmtmg authorn.y hs.s, because of lack of dlrectlon by the ota.tes of New Jerse y -
and New York, failed to do, or | o o

(2) Tbe q1mplest lowest cost and most exnedltmus method proposed in
hAssembly Bill 16 which dlrects the Port Authonty to do the ]ob for which it Was N
created. | | | B

The :;tates of New Jersey and’ New Yom crea.ted the ilietropohtan Rapld
"’i‘rans;.t Commission to study present and’ prospective rapid transit needs of
the New Ycork - New Jersey Metropohtan area and develop, recommend a.nd
reb‘ort as soon as povs'ible measuree for meeting such needs . | 'ThexCommis»s'ion, .
has completed its study at a cost of more than $1 25 million of which $500, 00C. co -
was contrlbuted by the Port of New York Authorlty T‘xeoe studleo resurted ina
, recommended physical plan It is true that 3enate B111 50 and Aosembly Bﬂl v

115 whmh were drawn by.the M, i, T, C donot in themselves set forth a partic-

| ular :plaﬁn or‘fsolutio‘nz. They merely create a ﬁew authority to make fﬁrther
studies and which in turn véill recommehd its findings for adoption’ - to do the
‘ samﬁe'thinfr for which t}‘ne} oL R, T.C was created. How many more mllhons of
dollars must be spent on studies before action is had? Must we walt until there
is a complete secession of rapzd transit operatlons? Further delay will not
solve the problem, ) o |

Cur GrOup does not reoommend any c;g‘:vevcif:'u:: éhysical pl'm It suggests ,‘
that consideration be ﬂwen to the recommendanons of the M, B. T.C. “in this
'respect.} v/e do, however, strongly rewmmend that the Jtate of New Jersey

 divect the Port Authority, ag providad for in Assemtly Bill 16, to do the jdb :
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for whichi it w‘a}s’ 41eg'a11y constituted and for }thiCh it 1s exii‘inénﬂy c}ua'.'lified;
| feei that the creation of a new authprity, as suggested by the M R.T.C. proposed
vlegislati‘on" to further study the problem is unwarranted. - i " - R
It has been stated that the oppoé,ition to 350 1s based on ‘eithéf misunder-
standing -or’misinformation.as to the conten’;ts of the Bill or the failure t5 give
~ due weight to the ldng range aspects of the public interest in the Métropblitan»
area. Further, it is said that opposition is baseci on the_' claim that the Act o
~ approves the so-called Page Plan and that it approves a specific financial plan
burdehing indiv.idual- muni‘fcipalities;v This is not-so. Vve know what is contained -
in the'p‘roposed'legislatidn and We' also know that the intent tﬁereof is for the |
adoption by the proposed new éuthority of the yecoinmendcd g;&:;,'sical plan of
the M, R, T.‘C. Ve further know’, as does e*{(ei*yone, that the M. R T.C. plan of
operation will result in deficits. The . k. T.C. has not come up with a method
| bfunderwriting théée deficits other than by ta:?.ation on the real ;éstate of the area.
e musf,’ therefore, proceed on the as-sumption 'that'a ne'vs) authority_ if created,
will follow the recommendations of the M.R.T.C. ‘e know that the district plan
has failed in the Boston Meitropolitan area where its failure has re'sulte}d in almost
complete diversion of commuter traffic to rubber, A repetition thereof in our
area would result in the intolerable condition as Was' S0 aptly stated by Mr, Frank
-H. Simon, Executive Eirecior of the M. R. T. C. on Nov'ember.l&s, 195%:
| v”And yet rail transit is bur mdSt efﬁcieht means of movirig people.
One lane of automobiles can carry about 2, 500 people per hour,
. one lane of buses can carry from 9, 000 to 12, 000 people per hour,
whereas one lane of rail transit can carry up to 60, 6CG people per -
hour. K the New Jersey railroad commuter service were allowed to
disappear we would have to buiid ten new Hudson River crossings,
untold miles of new approach highways and 250 acres of parking space

in Manhattan. Failing that, we wouldn't be able to move on the existing
highways. The cost would be appalling and the effects would be staggering.' -

- 10A -



”




It is 1mporta.nt to remember that the solutlon to the problem must be |

, arnved at bearmg in mind not only the commuter but also the economlc wel- _
fare of the commumty and the taxpayer generally - Sl

Unlesv a solutmn 1s soon found the costly and mtolerable commuter travel

will lead to the loss of commuters who represent 8% of New ersey s labor force

A Accordmg to the M. R T.C., the income of theee commuters is $2 25 bllhon '
annually, ‘the bulk of which is spent in our local commumtles Ths,s spendmg

by the commuters generates employment to hundreds of thou.aands gamfully
employed in New ersey e cannot afford to permit the drecontmuance of |
commuta,tlon service with the resultant loss of this income to our ota,te More‘
1mportant however is the effect on real estate taxes if the ’M R.T. C dls‘nct' .
plan becomes a reahty "“he M R. T C. estlmetes an annuml def1c1t of $12 ; o
mllhon, while *he existing and expemenced Port Authomty es tlmates a deflclt” -
of at least $°’50 mllhon | ""he clretrmt plan would require that thls deflmt be "
pa1d by ten New Jersey c_ounhes and three New York counues The New Jersey‘
counties' sller'e willbe 65% of the: total. In the mumcrpalmes represented by
our Group and using the $l" ‘million deflmt the result would be a mzmmum . -
increase o-f from 7. 2 tax pomts to 18 tax points annually, whlle usmtr the $2® |

) mlllion Port Authorlty dcfxclt fxgme the result would be an mcrease from 11.9 |
tax points ‘to 30 tax points annually. So as not to burden you W1th stetnstzcs I

‘will rot read the 'effect” of the M."_R.'T.' C. Bistrict Plan on local tax rates in the
various commuxnities in tlie te'n countiee effected but instead I am attachmg

to this statement for your la;fter' reriev;“ two exhibits. Zxhibit #1 glvec* thlS

‘information for the seventeen com:nunities compris‘mgv our Group _ Exhlblt #2






glves the maxxmum and m1mmum def1c1t alloeatlons, as well as an mtermedlate o

' ‘def101t alloeatlon by county You w1ll note that the mcrease m local taxes R

ranges from 3 5 t:tx pom‘ts for Mlllstone in Somer.:et Coun*y (whlch probably SR

has no commuters) to 47,9 tax pomts for Roeklelgh in Bergen eounty On the

,basm of the ex1st1ng, experlenced Port Authorlty the range is 5 8 to 79 8 tax

pomts, respectrvely o , _
It i..' easy for those sponsoring 550 to say that by the creatwn of the new
trans:.t authorxty the taxpayers will not be saddled with additional taxes because

the passage of this Ball does not put into operation a specific plan Nevertheless, |

a realistic new leads to the eonclusmn that the new transit authorlty will follow L

the recommendations of the M, R, T. C unless their stuches are. worthless )

Ve cannot understand the adamant fnd obstmate posmon of the Port of New |
York euthorlty in this matter, S0 stead:tasﬂy supported by the members of the
M. tt T.C. overy COH\L,PIV&b e exeuse for not assuming its. nghtful obhgatwn -
in thls matter is put forth by the opponents of Assembly Bill 16. We beheve,- |
however, that the VPort Authority'was created.not onlyto handle the te'rmi’nal '7 |
facilities for traffic on rubber and Water, but also and speclflcally on rail We
have seen the Port Authorlty expand its operattons to a1r traffzc and to the bu1ld-
ing and operatlon of a bus terminal, a truek terminal a hotel a gram warehouse
and gram elevators Who can say that these latter operatlons were wzthm the '
scope of the 1eg1 lation creating thls Authonty? |

- The Comml...smners of the Port Authorlty and 1ts Zxecutive Director fmd

fault with practmally every staten«ent made by those who feel that the obhgation o

of solving this problem belongs to_v them;. Are.. their statements ;to, be taken Wlthf_ :
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- '_ out questlon? Is 1t posslbly concelvable that the Port Authorlty can be m error?

' Bear in mmcl that the Port Au horlty contmbated $o()0 0()0 to the ’VI k T forv

' 1ts use in makmg tbe c*tnctles recently concluded Cn Aprll 7 1954 Austm J o o

| 'l‘obm : xecutrve blrectol of the Port Authorlty at a hearmg before the New
- Jersey Senate Comrmttee on Federal and Interstate helatlons sald m part | -

"Needless to say he (oenator F orbes) dld not dlscuss his solutlon
- with the Port Authority. Had he done so, we would have adv 1sed

. him, as we must advise this Committee today, that the Port
Authorlty has no power to use its funds to pay the expenses of the '
Metropolitan Rapid Transit Commigsion. The purposes for which

- the Port Authority is permitted to spend its revenues and reserves
are expressly limited by statutory agreements between the two .
states and by contracts with its bond holders. Such limited purposes
do net mclude the fmancmg of other state or bi- state avencles L

Was Mr. ’l‘obm wrong on Apml 7 1904 or was he wrong on uanuary 4 1955

when the Port Acthorlty and the M tt T.C. entered 1ts Memorandum of Under-

standmg as the result of wluch the $800 000 00 of I—‘ ort Authorlty money WaS
used by the M R, T C. in t‘len' studles? lf the Port Authorlty was wrong in -
spending $800 000 00 and accordmg to Mr. Tobm’s statement of Apml 7 1954 o
vthzs 1s the fact 1s there any reason why we cannot beheve that the Port .
| Authorlty is wrong in their present stand"r' , | SRy

" The Port of New YorK Authortty 1s the creature of the two states Tbe
time has come for the Port Authorrty to be compelled by dlrectlon from the |
Leglslatures of tne two states to undertake its obhgation of solving the rzul o
transportation pro’olem in the New York Northern New Jersey area by 1mrned- o
iately taking steps to contmue all ex1st1ng rall and ferry eervmes and after
, provxdmg therefor to develop, construct and operate a modern rail rapid

- transit system







We must have an mtegrated transportat on’l sYStern of which 'raill“rapid
transit is a part We ea.nnot have a new authorlty whmh Wlll be in competmon-
 with the Port Authomty at the taxpayers' expense . R
The Port Authorlty has bmlt up a reserve of about 4uu m1111on dollars and . -
A: last year had a net anrual revenue of $34 2 million. Its net earmngs are sub-.“'v
| stantially larger than the pro;ected transrt defl(:lt The Port Authorlty can well

| undertake to do this job using its present mcome to absorb the antlclpated deficit.

’ But if 1t should need additional funds they can'be obtained. through the simple
exped1ency of mcreavmc' the tolls charged to the automobile users of 1ts present
facilities as well as renegottatmg 1ts charges at'the termmatlon of ex:stmg |
agreement . with the users of 1ts c*her facmtle.; The Port Autnonty throws up
its hands in horro r at the thought of mereasing the toll to the users of 1ts tunnels
and br1dge{s. Can anyone deny that .1t is ,more ,reasonable to charge a toll to the
~users of an'anto' tunnel or bridge t‘o} make up, in part, .tbe‘losson the rail :
operation whteh he prefers not to use than to charge h1m a toll to help cover the
deflclt on an airport whxch offers no alternatlve to hxs travel from home to work |
v1a the Gecrge washmoton Brldge Holland Tunnel or other famllty? The Port .
Authomty seems to favor the creation of the new authorlty Does 1t not have .
any concern for the taxpayer knomm the adchtmnal burden that real estate
will bear? ekl L T e BT

I have tried to 1et forth as brleﬂy as possmle the facts developed by our
Group. You have from time to ttme recelved from us our views on thls subJect. | ;

we have ]ust recently pr epared wtd dlstrtbuted a booklet entltled ”Do you want |
a 16% 1ncrease in your County taxes ?" Add1t10na1 facts on the subject are

.rcontamed therem and 1f you have not as yet read thls booklet I urge yOlIr So NN :






doing. A.c_miti;onal copies of this bookletare available to anyone who may desire
’a sory. SRS - ., S ,' }, e T

_- It is absolutelj essent1a1 tha,t tl~e Assembly take a posmve stand on thls |
‘most 1mportant problem and that you dlrect the Port Authorlty to assume 1ts
_ rxghtfu. obhgatxon by the passage of Assernbly B111 16 I am sure that if thl... i

achon is taken by the Assembly that the .::enate will concur and that the Governor

. wﬂl sign the 1e¢°1slat10n I am also conf;dent that if this act.lon is taken the

State Ot. New York w1ll follow sut at the comn—g session of its Legzslature a.nd
that as the result the Port Autnorlty W1ll 'in pursuance to such dlrectwn
1mmedlcttely undertake the task of contmumfr present rall transtt 1mprovmg
the same and ultlmately as it has done wrth 211 of its othor undertakmgs, make

it a revenue pv-oducmg faclhty
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SRR Exhibit #1
S A.ffect on local tax rates (in adchtmn to relieving Fort Authority of its legal responsibility and creatmcr a new
 authority to solve the mass transportation problem on a competitive instead of complimentary basis) of
passage of PA-MRTC sponsored Bills S50 and A 115 . ' '

| InterMummpal Group 1957 Report of N, J. Division ~ Minimum Annual Deﬁmt Allocatmn

Municipalities - of Local Government _ , MRTC Estimate - = PA Estlmate
S S Tax Levy  Taxz Rate: Taz Point Amzunt Tax E_f?oin‘ts o Ta.‘cspomts '
SRR 4 _ : (1322100) , © (4:3) . (5s:C.8)
Bound Brook(Somerset) $ 871,461 - $10. 27 $ 849,  § & 820. 10.4 7.3
.. Greenbrook " ' 335,643 - 10.14 331, 4,200, 12.7 2.2
North Plainfield” = . 1,518,405 g, 85 - 1,537, 14 420. 2.4 “i5.7
~ ‘Raritan . " o 439,448 0 o 11,66 ¢ 377, 5 246, - 13.4 - 22.3
; Somervxne» ,"‘ - 1,213,426 . 10.23 1,188, 11 96C. . 9.3 - 15.8
: watchung T - 373, 353 o 13,34 260. . 5. J46. 16.0 3.0
Cranford - (Umon) 2, 304 8¢ - . 6,97 - 3,307. - 35 100, 10.6 - 17.7
Elizabeth R 12 *2'7 617 . .7.95 15 255. ' 109 260. 7.2 11.9
_Fanwood v o 714 791 0 1,25 986. = 9 750. . 9.9 ~16.5
- Garwood o : 553,541 . 5.36 . 661, - 7 #Go. -1L.8 19.7
' Pl&L.flEld -,;m"‘ BRI 987 840 T8 17,696, 60 450. - 1.8 13,1
‘Roselle " ' 2 74,472 6.18 2,536, 23 400, 9.2 - 15,3
Roselle Park " - "-1 166 500 - 1.34 1,589, - _15 6ul. 9.6 18.3 -
Scotch Plains ' . 1 641 422 S T.61 0 2,342, - 25, 350, 16. 8 18.0
- Wesifield " 4 165 348 7.79 5 347. ,5" 65C. 9.8 - 16.3
- -Dunellen . (Mzddleeex) ' 699 64 11,57 604._ 6, 3(‘;0, 10.4 -17.3
N M1dd1esex R o 929 417 - 10.65 - 873 10, 500. 12.G - 20. G-

~ Suburban communities We tof the e e T o TR L
' PudsonRrver mcludmgthe above, : L P $ 3 139 000 ST $13 55{; OOG

ewvomeomy  seem e, 000,
 Total deﬁc1t allocatmn L . $12.000,600.  “«"$20 000, GOG.
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. 'I\’iumclpahhes with

- maximum, inter-
mediate and minimum

- defigit allocations by

‘ Co‘u‘lties
' Beraen—Teaneck

- Rockleigh

- Essex - Newark

- Cedar Grove

. Guttenberg
East Newa.rk

4_,Iiﬂercer- Trenton

“Lawrence

< Helmetta

Monmouth-Mzd&ietown R

" Red BRank

R - Englishtown
L MOI‘I‘IS--E“LQISOR ‘

..Hanover
~Chester

" .vPassam Clifton

7 Little Falls -
"Prospect Park

‘ »omerset-Bndcewater R
- North Plalnf;eid L

. Millstone
on-- Elizabeth =
- Roselle Park
",Wlmleld _

Woodcliffe Lake

N B North Caldwell
-‘ ‘.Fudson -Jersey City

ST Was bmgton o
Mlddlese -Woodbridge - - v
. u'l 316 769*?]{
. 62 736. 5 e
- 10.70.
17.74
- 9.0%3
o 8.25
12,78
5.63 .
- 8.40
5.23 L
Zl‘.ii° 35 .
7.95
- 7.34
258.53

- Fast Brunswick

Exhibit #2

1957 Repmt of N 3. Division
of Local Government ‘

Taleevy

$ 5,476, 780.
426 507.
21 893.

64, 860,869,
1,214,624,
405, 149,

| 49,400,333

496, 024,

202,548,
14,699, 064,
1,274,759,

164 183

2,835, 099,

G 103,688.
- 1,689, 891,
1 300 80%.
32& 603

s20862

966, 201,
286,317,
v.qi 667,403,
e 518, 405,

164, 452,

12,127,617,
1 166, 500."

176,146,

”13‘5 943,309,

',1,533,453‘

Taszate

$9.20

11,72
.93
T4

¢4m4m@qm¢

.59
.21

67
52

46
.. 8,36
. 6.66
11,75
12,61
508

Tax Point

3
(152:100)

$ 5,695,
364,

48,971,

56.

o1, 8’?1,_."
_1 406.
. 2b4.
14, 683'.,'

’ 1 150.
B4A7.

1,826.

if‘15gniﬁ

S0 12000

15,255,
1 589;-3_

48,
- 72,633.
3 1 855.

- 8§55,

- 628,
 “19 754,'~:
1,825,

‘241

5,056,

1040,

1,668,
- 1,433.

- MRTC Estxmate

| Amount

4
$138, 000,

570 5J0C.
16, 330.

§,150.

639, 6J0.

15,600,
T
g 4.4 8C2. o 9.
14, 7060.
- 2,100, - &,
67,200, 13.
16,800,
1,650,
33,300,
16,23,

9J0C.

1%, 090, -
18,530,
- 1,030,
?37 298, .
16 660..
: 5 243.
21 840. - 12,
Ti 14 426, 0,
ael s,
169,230, 1.
lb 60C.
975, R

i3, 8J0.
2 320.

Tax Pomts

5.
@4 3)

| 23, 4:.:‘ -
37,9

-
. L3 o * . ' .q

b PP b =t D\ s
L} 2 . [ ] y - i
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