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I am transmitting herewith my final report on legal, administrative and financial studies for 
the Metropolitan Rapid Transit Survey. This report covers the subjects identified as Group III 
Studies in the Memorandum of Understanding between the Port of New York Authority and the 
Metropolitan Rapid Transit Commission, dated January 4, 1955, in accordance with our agreement 
dated December 7, 1955. 
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SUMMARY OF THE REPORT 

FINANCIAL REQUIREMENTS 

This report is concerned primarily with the financial implementation of the engineer-
ing recommendations made in the report of Mr. Charles E. DeLeuw, entitled "Trans-
Hudson Rapid Transit,'' made to the Metropolitan Rapid Transit Survey, in February, 
1957. Both of these reports are part of the survey conducted by five consultants under 
a Memorandum of Understanding between the Port of New York Authority and the 
Metropolitan Rapid Transit Commission, dated January 4, 1955, which has been published 
elsewhere (Metropolitan Rapid Transit Commission, Interim Report, February 18, 1955, 
Appendix C). 

In the course of this study, certain financial requirements, beyond those established 
for the alternative plans set forth in Mr. DeLeuw's report (designated Plan 1, Plan 2, 
Plan 4) have been developed with reference to the possibility of public action to eliminate 
railroad deficits realized on New Jersey suburban and commuter service. Accordingly the 
estimated financial requirements to which this report is directed may be summarized as 
follows (Chapter I, page 6, Table 2): 

Construction 
Cost 

Annual Fimed i 
Charges ' 

(See Chapter VII) 

Net Operating 
Revenue 
(Before 

Depreciation) 

Estimated Annual 
Income Deficit 
(Not Including 
Borrowing for 

Interest During 
Construction) 

,----~-- ( Amounts in thousands of dollars) ------~ 

Plan 1 ............ . 
Plan 2 ............ . 
Plan 4 ............ . 

$427,900 
296,400 
226,900 

$22,000 
15,,500 
12,000 

Plus 

$15,720 
12,900 
10,000 

Railroad Suburban Service Deficit With Bi-State Loop in Operation 
(Page 14 of the Report) .................................... . 

Or 

Railroad Suburban Service Deficit, Pending Construction of Bi-State 
Loop ( See Table 3, page 10) ................................. . 

$6,280 
2,600 
2,000 

$8,000,000 

$12,500,000 

Public action to relieve railroad suburban service deficits would depend upon the ac-
ceptance by the Metropolitan Rapid Transit Commission in the first instance and by the 
elected representatives in bo~h states ultimately, of a policy of public responsibility for 
such railroad operating deficits on one of two theories: Either on the general premise 
that private enterprise should no longer be required to furnish suburban transportation 

ix 



X SUMMARY 

service by rail without public subsidy; or that the successful operation of a new rapid 
transit system and the relief of the urban traffic conditions which it could accomplish are 
dependent upon the maintenance of adequate service by the railroads which would feed 
traffic to the new system. In either case, the deficit f;!tated above is subject to the limi-
tations of estimating techniques, constant change in the railroad revenues and expenses 
and increasing municipal tax rates which determine the bulk of the railroad tax. 

Pending the· construction of a bi-state loop, the $12.5 million required to eliminate 
the railroad suburban service deficit could be reduced, if operating and fare adjustments 
recommended by Ford, Bacon and Davis could be effectuated, to approximately .$8 million 
annually. Further possibilities of .railroad relief have been· considered from two ap-
•proaches: First, direct tax exemption, and second, the assumption of operating responsi-
bility by a new public body. 

The first would account for $3,717,000-the estimated state and local taxes in New 
York and New Jersey attributable to railroad property used in suburban service. It 
would imply a partial tax exemption for the bulk of the taxed properties, since they are 
used for suburban service in connection with through passenger service, if not freight, 
on the main lines in New Jersey and at Pennsylvania Station in New York. The second 

\ 

alternative would require a major change in public policy, to accept operating responsi-
bility for suburban transportation by rail. 

It is beyond the purpose of this report to evaluate either of these policies. As a 
matter of feasibility, however, a new bi-state agency could well arrange for the lease of 
suburban service operating rights over existing railroads. Such a_body could be author-
ized to fix rates, establish the quality of service, schedules, etc., and could have power to 
operate itself or to contract with the lessor railroads to operate the service. The public 
body would receive all of the revenues and be responsible for reimbursement, according 
to such standards as it might establish, to the railroad for its out-of-pocket expenses. 
Unless all of the railroads serving the metropolitan region, at least those west of the Hud-
son River, were able and willing to negotiate such agreements, the apportionment. of 
expected deficits among taxing districts within the region would not be feasible with the 
methods proposed by this report. 
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PUBLIC FINANCING OF RAPID TRANSIT BY RAIL-EXPERIENCE 

IN OTHER REGIONS 

A careful examination of the experience of rapid transit by rail in other metropoli-
tan areas results in the following conclusions (see Table 9, page 21, and Appendix A): 

(1) There are no areas which are entirely comparable with the New York metropoli-
tan region, either because of the nature of the rapid transit operation or the level of 
construction cost at the time the system was built, or the nature of hidden subsidies, en-
tailed in other systems. 

Xl 

(2) Within this limitation of comparability, rapid transit systems in other areas 
ranging in size from a very small one in Shaker Heights to the largest one of New York 
City have, with the exception of Boston, more than covered their operating expenses by 
their operating revenues. The rapid transit systems in Chicago, Cleveland, Detroit, Phila-
delphia, Shaker Heights and Toronto have either broken even or yielded a surplus after 
payment of operating expenses, taxes, debt service and other :fixed charges, granted that · 
substantial elements of indirect subsidy are apparent in each of these cases. 

(3) Income deficits after :fixed charges have been established in Boston and the City 
of New York in substantial amounts, the deficit per revenue car mile being $.157 in Boston 
and $.202 in New York. 

( 4) In all current proposals for improved rapid transit facilities in other metro-
politan regions, such as San Francisco, Montreal, and Camden-Philadelphia, net income 
deficits have been projected. In some of the operating systems which have had a satis-
factory record in the past, such as Toronto and Chicago, there is an indication of develop-
ing deficits. 

( 5) The principle of public aid to rapid transit is well recognized in all of the areas 
considered and it is applied in the form of support from general taxation in Boston and 
Toronto and New York City, use of funds previously accumulated in Chicago, and various 
forms of direct and indirect subsidy elsewhere. 

APPRAISAL OF OUTSIDE CREDIT SOURCES 

Extensive appraisal of the possibility of obtaining :financial assistance for the pro-
posed rapid transit system from federal, state and municipal sources is incorporated in 
Chapter IV. The conclusions of that Chapter are these: 

(a) Federal aid would be fully justified as a matter of principle, but there is no reason 
to anticipate that it would be forthcoming, particularly in view of the adverse recommenda-
tions of the Hoover Commission and the Kestnbaum Commission on related matters. 
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(b) The use of state credit of the States of New Jersey and New York would rest upon 
the direct issuance of state bonds in each state. It icould not be provided in the form of a 
guarantee of bonds to be issued by a new bi-state ~gency. The principal reasons for 
looking elsewhere for :financial feasibility are: 

1. The constitutionality 'is very questionable arid ~ould be established in New York and 
I 

. New Jersey only on the unlikely outcome of a te.st suit in the courts, or the uncertain 
result of the process of constitutional amen~~ent in each state, to avoid existing 
prohibitions on the lending of State credit.• · 

2. A state-wide popular referendum on the de!bt,: including the constitutional amend-
ments, would be required in each of the two states, and the. political implications of 
such referenda cast doubt on their feasibility, e~pecially in two states, for a metro-
politan area project. · I : 

3. Each of the two states has an excellent cre~it tating but their respective borrowing 
power within present revenues is already wbll: committed for needed state func-
tions, and as a matter of fiscal policy, an able metropolitan area should not look to 
the state for its :financial support. 

4. The precedent of either state undertaking tq giarantee or :finance credit needs of a 
particular urban area would be unfortunate in both states, and has been either 
rejected or enmeshed in unresolved controyersy, in New Jersey with respect to 
water supply and in New York with respe¢t to rapid transit. 

I I 

5. State :fin1;1,ncing would carry with it state a:ppointment and control of administra-
tion, and unnecessary removal of local resJon~ibility in the present situation. 

(c) Existing Public Authorities. The possibility of :financing rapid transit under one 
of the existing public authorities operating within the :metropolitan area has been explored, 
with particular reference to the New Jersey Turnpike Authority, New York State Thru-
way Authority, New Jersey Highway Authority, Triborough Bridge and Tunnel Authority, 
and the Port of New York Authority. (Pages 27-30 ~nd Appendix C.) An analysis of 
the enabling legislation and the effect upon the cr~dii structures of these representative 
public authorities has led to the. conclusion that p.one of 'them can provide :financial 
feasibility of a rail rapid transit program. 

1. The single purpose authorities may not impair the obligation of covenants with 
their bondholders limiting their :financing t~ t:qe stated purpose. 

• I 

2. To use any of these authorities could impair their ability to discharge the other 
responsibilities for which they were establtshed, or to carry out plans and com-
mitments already undertaken. · i · 

I ' 
3. To use any of them would mean the furthef s'eparation of a large area of local 

government from local control, since each o~ them is governed by a board appointed 
by or in conjunction with the Governor of a 1 state, or the Mayor of New York City. 



SUMMARY Xlll 

4. The public authorities being completely dependent upon net operating revenues 
would tend to resist the expansion of deficit service into new areas however desir-
able such an improvement would be from a public standpoint. 

5. If any attempt were made to confer a taxing power, directly or indirectly, on any 
of these public authorities, it would clearly require a complete change in their 
organization to _require either a popularly elected governing body or the designa-
tion of a governing body by popularly elected local legislative officials, whereas one 
of the major purposes of the public authority is to provide for a business type 
operation independent of normal political restraints and direction. 

6. Lacking the taxing power, any such public authority, be. ·it a special purpose 
authority or a multi-purpose one like the Port of New York Authority, could never 
achieve the status of an effective organ of metropolitan government generally. 

From the viewpoint of an orderly development of the government of the region, it 
would be well to follow the same pattern that has been evolved by experience in the 
administration and :financing of other projects within each of the two states, that is: 

Self-liquidating projects-require and receive no annual tax support and should be 
planned, constructed and operated either by conventional units of government or by public 
authorities, according to the law and economic feasibility as developed in each case; and 

Tax supported projects-require credit support whether or not they produce some 
revenue and should be delegated to a new metropolitan district constituted in light of its 
actual or potential recourse to the taxing power. 

A PROPOSED METROPOLITAN DISTRICT 

Rapid transit is here considered a limited problem which requires a limited solution, 
but that solution. has .been set in a framework which is sufficiently flexible to pep:nit 
eventual coverage of other and broader problems, built upon the experience, with rapid 
transit. 

The creation of a bi-state metropolitan district is proposed. ·'(Chapter X.) · The 
district would be created by interstate. compact to encompass the area included in the 
present rapid transit survey, with provision for possible expansion to include the entire 
tri-state area covered by the Regional Plan Association. The principal features of the 
metropolitan district include: 

Corporate Status and Name. The district would be created as the political cor-
porate agency and instrumentality of the constituent political subdivisions, with per-
petual succession., under the name of '' Metropolitan District of New York and New 
Jersey.'' 
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Governing Body. The governing body shall corisis:t of a council of 32 members, with 
16 from each state, apportioned among and appoiited by the elected governing bodies of , 

• , • ' I 

ten counties in New Jersey ( depending upon the r~ilroad suburban deficit policy to be 
adopted), the counties ·of Orange and Rockland an4 the City of New York. (Chapter X, 
page 80.) · Additional counties could be added wit~ appropriate adjustment of represen-
tation .. The council would select a board of seve:ili. qirectors with power to appoint an 

. . : ; : . . .. · 
executive director and staff, authorize contracts, a~opt budget~, and fix rates and service 

· standards. : 
,• , i I 

· General Powers. :The district would be deleg~te;d general. p9wers essential to ac-
. complish the pr,ogratn outlined. (See Chapter X, · p~g¢ 78 ff.) 

I 

l 

.I 
I 

REVENUES OF THE 
. [ 1· 

METROPbLiTAN . , . I . DISTRICT 

The financial requirements of, the. district cons~s(of the usual need for initial capifal 
and the continuing annual r~venue requirements f 9r qperation and fixed charges. These 
matters are considered in detail in Chapter .IV, p~rt~cularly pages 32 ff for capital pur-

, I ' 

poses, and Chapter VI, relating to annual revenuesf . 
I ; . . 

Initial Capitak8late Advances. Federal aid state credit have been ·rejected as 
the possible basis of financial feasibility as already! n+ted. For the purpose of · initial 
capital, comparable to the equity investment made! ini private enterprise, state aid is rec-

. . I . - • 

ommended as a one-time form of assistance to, reduce the initial capitalization of the 
project. Repayable advances and outright appronri~tions. have ample precedent as a 
form of assistance to large scale regional projectsl ;For the present· project, such . an 

,. . ., . . . . . ·.· . i :• ' . ' 
advance, in the form of payment by the two states ojf ~he amount of interest incurred. on 

'/ ' . ' . 
bo:n,ds issued for capital funds needed ·over the fomf-year construction period of a bi-state 

· . . I I , 

loop; provides a major source of potential assistanc~. ! Such advances, either repayable or 
. • · · · . I I • 

· otherwise, would result in annual reductions in h~.tetest and amortization (and of the 
deficit accordingly). as shown in Table 16, page '.59, ~s follows: 

Plan·l .................. . 
Plan 2 
Plan 4 ..... .. •-•. ··• .... -

.Reduction in. A nnuaZ 
Debt Service 
For 46 Year.; 

$2,000,000 · 
1,500,000. 

· 1,007,000 

i 
I totaZ .Sa'IJing . 

. i· i 

i $~2,000,000 
I I. 

l . ~9,000,000 
.. 4:6,000,000 

Amount to Ee 
Advanced By B 

Btatea Over 4 .Yeara 

$37,000,000 
25,~,ooo 
19,500,000 _ 
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Annual Revenues-Apportionment of Deficits; The legal requirements and practical 
considerations relating to the revenues of a bi-state agency lead to the following conclu-
sions and recommendations: 

(1) The engineering projections of net operating revenues available for debt service 
leave no possibility of financing purely on the earning power of the proposed rapid transit 
system. 

(2) It would be impractical to base financial support of a bi-state agency upon volun-
, I • • 

tary contractual :·agreements with counties or municipalities in the metropol~tan region; 
because of the very number of governmental units affected as well as the special nature 
of a bi-state loop improvement. 

(3) A direct delegation of· taxing power to a bi-state agency, by concurrent action of 
both_ s~ates would have obvious advantages in financing, but it is not recommended at this 
time for these reasons : 

(a) 
(b) 

(c) 

It would require a constitutional ~mendment in New York; . . . 
It would legally 'require the election of the governing body of the bi-state agency 

. I . , . 
-a complicated and unsatisfactory process in the present state of public attitudes 
on bi-state problems; 
the political hazards in selection of a tax so~rce for use of such a bi-state agency. 
would present unnecessary obstacles in the way of solving the rapid transit 
problem, 

( 4) The use of special assessments to finance the capital costs 0£ new subway stations 
in Manhattan, and, if special benefit can be established, of transfer stations in New Jersey, 
is recommended although not essential to successful financing of the rapid transit project. 

( 5) The principal revenue support of a new bi..:state agency should be the power and 
duty of the govE!rning body of the agency to certify its income deficits annually to con-- , 
stitmmt comities and the City of NewYork (according to a formula proposed in Chapter 
VIII). The amounts so certified could be made a mandatory charge on the local budgets 
by appropriate legislation. Such a form of support could be legally sustained provided 
(1) the bi-state agency were established as a corporate agency and an instrumentality of 
the constituent political subdivisions; (2) with the members of its governing bodyap-
pointed by the elected local legislative bodies, and (3) with discretion vested in such local 
legislati~re bodies to raise the amounts so certified in any manner they might respectively 
determine. 
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BORROWING POWER 

Credit of the District. The metropolitan district would be authorized to issue its own 
bonds which would not pledge the faith or credit of either state or of any constituent 
political subdivision. The bonds would be secured by (1) the net operating revenues of 
the district, '(2) special assessments for local rapid transit benefits, if they are determined 
and levied by the district, (3) the proceeds of an annual certification by the district to the 

' ' 
constituent counties and to the City of New York of any deficit which shall be apportioned 
by the district, which shall be budgeted annually and paid promptly by each of these . . 

political subdivisions, ( 4) a provision of the interstate compact that the metropolitan 
district shall have. the duty to certify its deficits arniually, including any amounts neces..: 
sary to replenish its debt service reserve fund and to extinguish the balance of any deficit 
accrued for a prior fiscal· year, whether such 1de:ficit may have resulted from the 

· delinquency of one or more of the constituent political subdivisions or from any other , 
cause. 

Security. The interstate compact would furtb;er provide that the amount of --deficits 
so certified annually shall be adirect and genera~ opligation for· the payment of which 

· each constituent taxing district in the metropolitan district shall have power and shall be 
obligated either to make payment thereof out of ari.y ~ource the local governing body may 

. . . 
determine, or to levy ad valorem taxes upon all taxable property .therein, without limita-

. tion of rate or amount as to th~ counties in New J e:rsey and in the form of special district 
benefit assessments by the counties of Orange and Rockland and as a borough-wide 

. · special assessment upon all taxable property wit~in Manhattan by the City of New York. 

This use of public credit and form of security would permit the counties and .the City 
of New York to provide for the payment of appo~tionments of any deficits from any 
revenue sources which are· available to them, si:q.ce an apportioned deficit would be a 
gene;al mandatory charge upon the local budget, ~imilar to other mandatory charges 
imposed by law'. The recourse to the levy of property taxes by the district would be avail-
able, however, as a remedy against delinquency in payment of apportioned deficits. 
Under the proposed method of :financing, the oblig4tions of the district would not be con-

• I • 

sidered in determining the constitutional debt-incurring power of the City of New York nor 
would the certified apportionment of deficit be subject to the constitutional limit on the 
amount of property taxes which may he levied byi t4e local governments in New York 

. ' ' 

State. The use of the special assessment form of tax recourse in New York is intended to 
confine the metropolitan district within the limits! of the provision of the New York Con-

- I 

stitution restricting the creation of public corporations having power to incur debt and 
require the levy of a property tax, although the da-q.se in question does not expressly 
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apply to an obligation which may be paid out of non-property taxes nor to the obligation 
of an interstate metropolitan district in any event. 

Debt Limit. The debt-incurring power of the metropolitan district itself would be 
limited in two ways: first it would require legislative authority by concurrent action· of 
both states to undertake new projects; and second its total debt over and above borrowing 
supported by net operating revenues would be limited by the proposed compact. An 
adequate limit could be stated as an amount equal to $25 per capita of the. population, or 
¾ of 1 % of the full valuation of taxable property, whichever is greater, within the jurisdic-
tion of the district. 

CosT OF BORROWING BY THE METROPOLITAN DISTRICT 

Estimated Deficits. A complete schedule of the costs of borrowing under.four alterna-
tive methods of financing each of the engineering :recommendations is set forth in Table 
16, page 59. The table presents the cost of borrowing with an interest rate of 4 per cent 
per annum, a maximum maturity of obligations of 50 years, with amortization over a 
period of 46 years beginning in the fifth year after the date of the initial issue of bonds. 
The metropolitan district, using this type of obligation, could finance the engineering plans 
with an estimated amount of deficit to be certified annually of $2,600,000 for the bi-state 
loop Plan 2 or $6,300,000 for Plan 1, given the advantage of bi-state advances for interest 
accrued during the construction period. Under the present conditions of the municipal· 
bond market, moreover, the projection of a maximum interest rate of 4 per cent appears 
clearly conservative. 

Reserves. In order to improve the marketability of the bonds, it is recommended that 
the original bond issue include an amount sufficient to set up a reserve equal to one year's 
debt service. A reserve for depreciation is not required, however, since the obligations 
are essentially supported by the taxing power. The creditors would be assured that the 
district would be able to renew depreciated equipment at the end of its useful life without 
the necessity of setting up a funded reserve for depreciation. The projections of annual 
deficit are presented, however, both with and without such a reserve in Table 16. 

Apportionment of Deficits. The total amount of deficit a~nually would be appor-
tioned between both sides of the Hudson River by a formula giving equal weight to popu-
lation and full valuation of taxable property (using Manhattan figures only for New York 
City). The west of Hudson River share would in turn be apportioned by a formula giving 
equal weight to population and to cross-river traffic on public transportation originating 
in each of the counties, as determined by origin and destination surveys, beginning with 
the 1956 report by Charles E. DeLeuw for the present survey. Upon this basis, a metro-
politan regional apportionment (Chapter VIII, Tables 18 through 21, pages 68-71) is illus-
tr~ted in the accompanying Table A. 
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TABLE A 
THREE, BASIC PLANS AND . AN ILLUSTRATIVE. DEFICIT APPORTIONMENT 

(See Table'l6 for Basic References) 

A. Three Basic :Pt'ans 
( Amounts in thousands of dollars) 

Construction Cost (Excluding Financing) 
Bi-State Advances ( 4 Years' Interest During 

Construction)-Total New York and New 
Jersey ............................... . 

Annual Net Revenue: 
Net Operating (Before Depreciation) . ; .. . 
Net Operating (After Depreciation) ..... . 

Annual Charges : 
Debt Service at 4%-46 yr. amortz ...... . 
Depreciation-per Charles E. DeLeuw .. . 

Total ................... · .......... . 
Annual Bi-State Subway Deficit {Before De-

preciation) ........................... . 
Suburban Railroad Service Deficits ........ . 

Total Deficit (New Plan and Railroads) 
Bi-State Subway Deficit as per cent of 

Total Deficit ............. ; .......... . 

Plan1-A 
$428,000 

37,000 

1-5,700 
I 1,4,200 

22,000 
1,500 

i ~3,500. 

6,300 
:8,000 

14,300 

44% 

Plan2-A 
$296,500 

25,500 

12,900 
11,500 

15;500 
1,400 

16,900 

2,600 
8,000 

10,600 

25% 

B. Apportionment of a Combinfd Annual Deficit 

Plan4-A 
$227,000 

19,500 

10,000 
8,300 

12,000 
1,700 

13,700 

2,000 
8,000 

10,000 

20% 

Total 
Met. Area 

Apportionment 
Factor 

, Plan II-A Apportion-
ment of Deficit 

Equivalent Tax 
' Rate on 

Railroad Deficit Apportioned' 
Equivalent Tax 

Counties and New York City 

Bergen .................. . 
Essex ................... . 
Hudson ................. . 
Mercer .................. . 
Middlesex ............... . 
Monmouth ............... . 
Morris .................. . 
Passaic .................. . 
Somerset ................• 
Union ................... . 

Total 10 Counties in New 
Jersey ............. . 

Orange-N. Y ............ . 
Rockland-N. Y. . ........ . 

Total West .of Hudson 
River .'' ............ . 

New York City (Manhattan) 

15.32 
13.59 
13.08 

2.29 
3.53 
3.02 
2.49 
4.14 
1.15 
6.52 

65.13 
1.35 
1.27 

67.75 
32.25 

Dollar , FiJ,il Value 
Amount Per'Thousand* 

$398,320 
353,340, 
340,080 
59,540 
91,780 I 

78,520 
64,740 • 

107,640 
29,900' 

169,520 1 

$1,693,380 • 
35,100 l 
33,020 

$1,761,500 , 
838,500 

$.123 
.115 
.243 
,067 / 
.064 
.078 
.064 
.080 
.059 
.086 

• $.107 
.064 
.093 

• $.105 
.092 

Grand Total Met. Area . 100.00 $2,600,000 • ' $.100 

Dollar 
Amount 

$1,244,903 
1,104,323 
1,063,247 

186,085 
286,848 
245,161 
202,216 
336,742 
93,449 

529,490 

$5,292,464 
109,701 
103,200 

$5,505,365 
2,620,635 

$8,126,000 

Rate on 
Full Value. 

Per Thousand• 

$:386 
.358 
.760 
.209 
.200 
.244 
.199 
.252 
.183 
.270 

$.334 
.199 
.292 

$.327 
.287 

$.314 
• The equivalent of the amount apportioned in cents per thousand dollars of full valuation of taxable real estate. 

To the extent that assessed valuation is less than full value the actual tax rate would be higher. 
! 
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The total annual deficit apportioned in this manner for a bi-state loop (Table 19) 
would average 10 cents per thousand dollars of full valuation of taxable property, with 
not much variation among the counties except for 24.cents in Hudson County. The rail-
road suburban service deficit would add an average of 31 cents per $1,000 of full value of 
taxable property. Both deficits could be apportioned for a total of 41 cents per thousand 
with the actual equivalents ranging from 24 cents in Somerset County to 99 cents in 
Hudson County, for a total apportionment throughout the metropolitan district of $10.6 
million annually (Table 21). 

GENERAL FEASIBILITY .. 

The proposals for a bi-state loop are constitutionally feasible and financially. prac-
ticable within the resources of the metropolitan district. A substantial margin of con-
servatism in the presentation may be emphasized. Thus: 

(1) The railroad suburban service deficit looms large in the total deficit to be financed, 
but the projections make no allowance for more precise calculation of the deficit if a new 
system were actually effective or for induced traffic to the railroads resulting from the 
availability of a bi-state loop. The financing of any new rapid transit improvement may, 
of course, be resolved independently of the railroad problem with a minimum recourse to 
tax supported deficits. 

(2) The operating revenue projections of the engineers charge the bi-state loop under 
Plan 2 with a payment to the City of New York of approximately $6,500,000 annually for 
passengers carried on city-owned subway facilities. In view of the city's vital interest 
in improving access to it from suburban areas, this figure may well be negotiated by a 
metropolitan district so that, in combination with one or more methods here proposed, 
there could be no deficit on Plan 2. 

(3) A funded reserve of one year's debt service is included in the projected amount 
of bonds to be issued, but no credit has been taken for earnings on the investment of this 
reserve which might be applied toward reduction of the estimated deficits. 

( 4) A 4 per cent rate has been used in projecting debt service costs. This rate is 
deemed reasonable under present and foreseeable market conditions, the 50-year maturity 
and type of security. If it were to become possible to borrow at an interest cost less than 
4 per cent, say 3½ per cent, at the time the bonds are issued, this would reduce annual 
debt service by almost 10 per cent annually-and would practically wipe out the deficit 
under Plan 2, assuming bi-state advances for interest during construction. 

( 5) The burden of estimated annual deficits has been expressed in terms of the pres-
ent taxable valuations, although it is readily apparent that the growth of population 
estimated by the Regional Plan Association for the next 20 years at least, and more so 



xx SUMMARY ! 

over the life of a 50..:year bond issue, will be acc~mpanied by a similarly growing tax 
base even more able to bear the :fixed charges which liave been projected. 

The legal problems in the proposed fo~m of organization and :finance are novel and 
difficult. Of necessity, however, any mature effort fo integrate and organize the :financial 
resources and administrative needs of 358 political subdivisions, covering almost 4,000 
square miles in two states, must be ready to accept hmovations and assume some calcu-
lated legal risks. While there is no precedent for a metropolitan district with jurisdic-
tion in more than a single state, one or more of the ;essential features of the proposed 
district have been employed successfully in the S~uthern California Water District, in 
the rapid transit operations of the Municipality qf Metropolitan Toronto, and in the 
Boston metropolitan area to :finance the deficits of; rail rapid transit. 

On the basis of the studies made for this report, the consultant has concluded that 
I 

the proposed district and its :financing can be established within the framework 
of the present state constituttons. Since the courts have not directly passed upon 
some of the basic concepts, however, a test suit :Wrn undoubtedly be required before 
bonds can be issued. Time and political feasibility permitting, all of the legal doubts 

I : 

could, o,f course, be resolved by appropriate consti;tutional amendments in both states. 

CONCLUSION'. 

All of these considerations lead to the conclus~on:that a constitutionally sound, finan-
cially practicable, and politically feasible plan is available-given the public demand and 
willingness to support the proposed improvements, in transportation service. 

i ' 
' 



METROPOLITAN RAPID TRANSIT FINANCING 

LEGAL, ADMINISTRATIVE AND FINANCIAL STUDIES 

CHAPTER I 

THE NORTH JERSEY-NEW YORK REGION AND ITS NEEDS 

Over the past two years there has been more 
concentrated activity and thought devoted to 
metropolitan regionalism than in any other like 
period in our history. The monumental studies 
and report of the Commission on Intergovern-
mental Relations, submitted to the President 
for transmittal to the Congress in June, 1955, 
looked upon the 174 metropolitan areas in 
America as "the most intricate aspect of state-
local relations .... " Emphasizing the im-
portance of finding ways to integrate these 
economic and social. complexes into the gov-
ernmental structures of the states and the 
nation, the federal commission declared: 

'' Modern needs and demands for govern-
ment to provide services in such fields as 
welfare, education, transportation, housing, 
and civil defense, among others, are often 
most intensely felt and expressed in metro-
politan areas .... 

"It is clearly the responsibility of the 
States to assume leadership in seeking solu-
tions for the problems of metropolitan gov-
ernment. These solutions will require con-
stitutional revision as well as legislative and 
administrative action. In cases where metro-
politan areas overlap State boundaries, new 
forms of interstate co-operation and action 
may be needed. . . . '' 
The following year, the Council of State Gov-

ernments, at the direction of the Governors' 
Conference, prepared a comprehensive staff 
study of the problem of government in metro-
politan areas. The Government Affairs Foun-
dation sponsored a national conference on the 
same subject at East Lansing, Michigan, in 
April, 1956. Other national organizations of 

businessmen, scholars and public administra-
tors, such as the Tax Institute, Governmental 
Research Association, National Tax Associa-
tion have devoted substantial efforts to bring 
light to this problem. The American Municipal 
Association created a special committee to 
evaluate metropolitan area research and ex-
perimentation, and the American Political 
Science Association accepted a foundation grant 
to undertake metropolitan area studies. The 
section of municipal law of the American Bar 
Association, the American Society of Public 
Administration and the National Municipal 
League have done substantial wo.rk and devoted 
important meetings to the subject. 

Throughout the nation there is a growing 
number of legislatively authorized studies by 
and for state governments to consider specific 
and general aspects of the problems of govern-
ing metropolitan areas. The New York Times 
· recently assigned a group of top reporters 
and commentators to write a series of eight 
articles which were published daily beginning 
January 27, 1957, concerned primarily with the 
great urbanized regions, some eighteen geo-
graphic centers in which two or more standard 
metropolitan areas overlap or adjoin. Of 
direct significance to the New York-New 
Jersey metropolitan area was the founding 
of the Tri-State Metropolitan Regional Con-
ference in 1956, with a steering committee under 
the chairmanship of Mayor Robert Wagner. 
The traffic and transportation committee of the 
conference, under the chairmanship of the 
Mayor of Jersey City, reported to the General 
Assembly of the conference in December of 
1956 that "the proper solution of these traffic 
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and transportation problems requires all 
affected communities to join together with their 
neighbors in the Metropolitan Regional Con-
ference so that a united frontal attack may be 
carried through to a successful conclusion.'' 

All of this activity is concerned with describ-
ing and analyzing, and sometimes attempting 
to resolve, the general problem which can be 
simply stated: In the metropolitan areas and 
urban regions the responsibilities and powers 
of government are divided among countless local 
units, whereas the problems of government 
encompass the entire area in scope .. and in 
:financial burden, without regard to the political 
boundaries. The result is that all of the indi-
vidual units and their citizens see and feel the 
problem but are often helpless to do anything 
substantial about it for lack of any effective 
organization of their combined. economic re-
sources and facilities of government. The scope 
of the problems touched upon by this wide-
spread concern goes far beyond public mass 
transportation facilities, rapid transit or other-
wise, into the :fields of water supply, sewerage 
disposal, port development, recreation and 
flood control. Many of these efforts may prove 
to be abortive or the subjects inappropriate, 
but this does not lessen the significance of their 
dominant emphasis on seeking new solutions to 
new problems of urbanism. 

"A CONSTITUTIONALLY SOUND, FINANCIALLY 
PRACTICABLE AND POLITICALLY 

FEASIBLE PLAN'' 

The present study is directly concerned with 
the development of what has been well described 
as a "constitutionally sound, :financially prac-
ticable and politically feasible plan" of organ-
izing and :financing major improvements to 
rapid transit by rail in the New York-New 
Jersey metropolitan area. The impact of the 
problem is obviously part of the broad general 
influence of metropolitan areas just described. 
It can be sensibly considered only in the context 
of that influence. It has the great advantage, 
however,· of being specific, of being urgent and 
of being manageable, as compared with the 
grand concept of reform of governmental areas 
and service responsibilities generally. A sound 

solution of the rapid transit problem, however, 
may well be looked upon as a test of acceptance 
of regionwide solutions, and as a guide to 
broader approaches. 

This study is one of :five surveys on the vari-
ous aspects of improving commuter and subur-
ban transportation service by rail. These sur-
veys include comprehensive reports by the 
Regional Plan Association on its "population, 
economic and land use studies" (August 1, 
1956), by Charles E. DeLeuw, Consulting Engi-
neer, on the feasibility and need for alternate 
plans, recommending a pa<rticular plan which 
will be considered subsequently, by Ford, Bacon 
& Davis on the economics of commuter service 
by rail as compared with buses or other alterna-
tives; and by Coverdale & Colpitts on means 
of better integrating existing railroad service 
to the needs of the commuter. The present 
report, on the legal, :financial and administrative 
aspects, is written on the usual assumption that 
it is unnecessary to repeat what has already 
been stated in those reports as to the nature 
and scope of the problem, the alternative tech-
nical solutions, and the implications of im-
proved rapid transit for the comfort and con-
venience of travelers in the economy in the 
entire area. 

Pursuant to the Memorandum of Under-
standing between the Port of New York 
Authority and the M.etropolitan Rapid Transit 
Commission, dated January 4, 1955, the present 
study has been limited to the legal, administra-
tive and :financial means of carrying out the 
engineering recommendations; the relationship 
of deficits in railroad operations on commuter 
service lines to the over-all improvement of 
transportation in the region, the proper func-
tion of state, county and municipal governments 
in dealing with the :financial requirements of 
a rapid transit improvement program, and the 
legal and :financial requirements of an organ-
ization adequate to administer such a program 
in a bi-state area. The work has included the 
careful examination of the experience of com-
parable areas of government and private enter-
prise, and an effort to evolve suitable principles 
and methods particularly applicable to the 
North Jersey-New York metropolitan area. 
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THE AREA SURVEYED 

The New Jersey - New ·York - Connecticut 
metropolitan region, described in the report of 
the Regional Plan Association consists of 22 
counties, of which · nine are in New Jersey, 
twelve in New York and one in Connecticut. 
This region with an estimated population of 

· 15,225,000 in 1954 is the largest urban area in 
the world, and it is predicted by Regional Plan 
Association that this · figure will increase to · 
19,100,000 ·by. 1975. When these figures are 
contrasted with the 1940 population of 12,518,000 
the phenomenal growth of the area is readily 
apparent. · 
. The present rapid transit survey coyered ten 

counties in New Jersey with 291 municipalities, 
each a separate taxing district; and two coun-

ties with 54 municipalities in New York west 
of the Hudson River and the county of New 
York (Borough of Manhattan) east of the 
Hudson River, as shown in Table 1. All of this 
area except Mercer County is part of the grow- · 
ing ,metropolitan region as denned by the 
Regional Plan Association. These 346 munici-
palities had a population of 6,429,000 people in 
1954, and it is . forecast that over 8,500,000 • 
persons will be living in the area by 1975. The 
forecast also indicates that the population will 
increase at a rn.orerapid rate in this part of the 
tri-state region than in the region as a whole, 
namely,· a rise of 33 per cent contrasted with 
25 per cent. The diversified economy of the 
area is a recognized national resource .. 

Residents of the area are well aware of the 
. recent rapid growth of population and industry 

TABLE 1 
GovERNMlllNTAL TAXING UNITS IN NEw JERSE-Y:-NEw YoRK METROPOLITAN AREA 

RAPID TRANSIT SURVEY (1956) 

Number of Taxing Units 
Ind. Area Population,... 

Munici- School Sq. 1955 1975 Per Oent 
State and County Co. palities* District Miles (In Thousands) Change 

Ne:w.York State: 
New York City 

(Manhattan only) .... 1 1 22.3 1,875 1,825 -3' 
Rockland County ...... 1 16 26 178.0 100 250 150 
Orange County .... .' ... 1 38 90 829.0 170 260 53 

Total· ........... 3 55 116 1,029.3 2,145 . 2,335 8 
-- -- = = New Jersey: 

Bergen County ........ 1 70 · 70 236.5 655 1,100 68 
Essex County ......... 1 22 21 127.1 950 1,100 16 
Hudson County ; ....... 1 12. 12 · 45.0 645 600 -7 
Mercer County ........ 1 13 13 225.8 259 400 54 
Middlesex County ....... 1 25 25 311.4 335 700 109 
Monmouth County ..... 1 52 52 47,8.9 280 600 114 
Morris County ......... : . 1 39 39 473.1 200 400 100 
Passaic County ........ 1 16 16 190.1 375 460·' 23 
Somerset County ...... 1 21 21 304.2 115 225 .96 
Union County ......... 1 '21 21 102.6 450 640 42 

Total ........... 10 291 290 2,494.7 4,284 6,225 49 
--·· -- -- -- .-- ' 

Grand Total ..... 13 346 406 3,524.3 6,429 .8,5~0 33 

* Cities, villages, townships, towns, boroughs. · · 
** As estimated by the Regio:nal Plan Association, except fcir Mercer County. 
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and ~h~ir accompanying changes and pressures. 
Mumcipal, county and state officials are con-
tinually struggling with problems occasioned 
by this vibrant economic growth. The need for 
addi~ional schools, adequate water supply, 
housmg, recreational facilities, and all the re-
quirements of our expanding way of life, have 
taxed our governmental ingenuity if not our 
capacity to govern, but none more so than the 
need for improved transportation facilities to 
serve this growing area. 

TRANSPORTATION FACILITIES 

Vehicular traffic in the area is presently 
served by a network of super highways and 
expressways, such as the New Jersey Turnpike, 
the Garden State Parkway and the New York 
Thr~way. The Trans-Hudson crossings with 
a bridge and two tunnels, together with the 
proposed enlarged capacity· of these and other 
new trans-river crossings would indicate that 
planning for the future movement of vehicular 
traffic on the part of the Port of New York 
Authority and agencies within both States and 
municipalities of New York and New Jersey 
is well under way. · 

The need for · such planning is readily ap-
parent when we consider the recent phenomenal 
increase in the number of motor vehicles. Reg-
istrations in the States of New York and New 
Jersey doubled in the past decade while the 
~ncrease within the area with which this study 
is concerned kept pace with this rise. 

State 

New York 

New Jersey ......... . 

Year 

1945 
1955 
1945 
1955 

Total Vehicles 
Registered 

2,454,473 
4,807,747 
1,045,989 
2,096,152 

Expen~tures, annual and periodic, on high-
ways, bridges and tunnels in the region are 
and will continue to be great. The Port of New 
York Authority has invested some $349 300 000 
in existing bridges and tunnels crossing 'the 
Hudson River. In addition a new program was 
presented in January, 1955, by the Port of New 
York Authority_ and the Triborough Bridge and 
T~n?-el Authority for the expenditure of $600 
million on arterial vehicular facilities, includ-

ing up to $200 million in improvements to be 
tax supported.* 

In presenting the above program, the Joint 
Study of Arterial Facilities stated: 

''. program o! H~dson River crossing 
facilities proposed m this report is not to be 
considered as in any way a substitute for a 
~rogram of improving rail passenger facili-
ties between New Jersey and Manhattan. 
One program is not an alternative for the 
other.'' 
The area is now served by eleven railroads 

nine of which carry the New Jersey-New York 
metropolitan passenger traffic, two have pas-
senger service from the west but are not 
substantial commuter lines.1 

It has been estimated that approximately 
375,000 persons crossed the Hudson River on 
a normal week day in 1954. While only 33 per 
cent of the.se traveled by rail, the volume during 
the peak travel hours was proportionately 
greater, being 47 per cent of those crossing 
between 7 A. M. and 10 A. M.2 

It is obvious that with almost 50 per cent of 
the river crossings in peak hours now being 
carried by rail, the public convenience and 
policy of these large investments in highway 

• The Port of New York Authority and Triborough Bridge 
and Tunnel Authority, Joint Study of Arterial Facilities (1955). 

1 (1) Central Railroad of New Jersey; (2) D. L. & W. Rail-
road; (3) Erie Railroad; ( 4) Hudson & Manhattan Railroad; 
(5) New Jersey and New York Railroad; (6) New York Central 
Railroad;. (7) Northern Railroad of New Jersey; (8) New York, 
Susquehanna & Western Railroad; (9) Pennsylvania Railroad; 
(10) Baltimore and Ohio Railroad; (11) Lehigh Valley Railroad. 

These facilities are described in detail in Appendix B of the 
Report by Charles E. DeLeuw also made for the Metropolitan 
Rapid Transit Survey. 

2 "Trans-Hudson Passenger Travel 1948-54," Port of New 
York Authority (1955). 

Mode of Transportation 
Automobile ................... . 
Bus ........................... . 
Railroads ..................... . 
Ferry (pedestrians) ........... . 

Total ...................... . 

1954 
148,200 
99,278 

122,849 
4,187 

374,514 

Per Cent 
of Total 

39.6 
26.5 
33.8 
1.1 

100.0 
The above figures are for a typical business day 24 hours, 

eastbound. The tabulation below gives the picture on a 
typical business day during the peak hours 7 a. m. to 10 a. m., 
eastbound. 

Mode of Transportation 
Automobile ................... . 
Bus ........................... . 
Railroads .................... .. 
Ferry (pedesti;ians) ........... . 

Total ...................... . 

1954 
27,969 
49,974 
71,537 
2,567 

152,047 

Per Cent 
of Total 

18.4 
32.8 
47.1 
1.7 

100.0 
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crossings would be seriously impaired if the 
rail system were allowed to become inadequate. 

These 125,00Q rail passengers who cross the 
Hudson River on a normal weekday are brought 
to the river bank,· or in the case of the Pennsyl-
vania Railroad, into the city, by over 300 trains. 
This figure does not include the frequent serv-
ice on the Hudson and Manhattan R. R. The 
retention and improvement of trans-Hudson 

. rail service, which carried 266,000 p_assengers 
a day in one direction in 1930 contrasted with 
the 128,000 in 1956 is of vital importance to the 
economic welfare of the entire region. Despite 
the drastic decline in rail traffic indicated, pas-
sengers during the peak travel periods of each 
weekday are still dependent to a very significant 
degree upon rapid transit by rail as this method 
of transport carries almost 50 per cent of the 
traffic. . · . 

While it has been· forecast that .the pret:1ent 
tendency toward decentralization of population 
and industry within the area will continue 
accompanied by a decline in the total number 
of workers in New York City, it is also expected 
that the number of those commuting from New 
Jersey to Manhattan will increase by 1975. This 
3:pparent paradox is explained by the expecta-
tion that New York City will remain the pre-
eminent administrative, :financial and manage-
ment center of the nation. Consequently the 
growth of the industry and economy of the 
country will result in an increasing number of 
commuters to Manhattan despite the expected 
fa~l off in the number of industrial plants and 
workers on Manhattan Island. 

PLANS OF THE ENGINEERS 

The consulting engineer, Charles E. DeLeuw 
in his· report entitled "Trans-Hudson Rapid 
Transit (January, 1957), considered in detail 
four. alternative plans~Plan 1 was recom-
mended; Plan 2 also was recommended with 
"nearly as much merit''; Plan 3 was rejected; 
and Plan 4 was offered as a minimum alte·rna-

· tive.. In ad~tion, this report has separately 
considered (m Chapter II) the. possibility of 
public aid in support of existing commuter 
railroad service, so 'as to maintain such service 
in undiminished quantity and quality, and also 
to assure the anticipated flow of traffic into the 
bi-state loop. The total :financial requirements 
to which this report . is directed thus consist of 
the alternative physical costs of Plan 1, Plan 2 
or Plan 4, plus the potential public cost of sus-
taining suburban rail service. These require-

. ments are summarized in Table 2. 
The stated figures on capital costs are drawn 

from the engineering' consultant's report by 
Charles E. DeLeuw, but they exchide the item 
of interest during construction which' appears 
a~ part of the estimates in that report.· They 
are also stated before the allowance for de-
preciation which ha_s been charged to operating 
income in the engineer's report. For the pur-
p~ses of the present report, this treatment per-
mits Chapte.r VII to present alternative ways 
and . means of :financing the physical improve-
men ts without confusion of the estimating as-
. sumptions necessarily used by the engineers. 

The $8.0 million iri annual railroad service. 
defi_cits, were it to be assumed as a public obli-

. gat10n, may be looked upon as the equivalent 
of ad<ljng $164 million in capital :fina:ri.cing to the 
bond issue for the rapid transit system. The 

. · engineering estimates indicate that the bi-state 
loop operating revenues should provide from 
% to¾ of the annual debt service requirements. 
Combining the new capital :financing with the 
suburban railroad deficit, the problem for the 
present report may be reduced to these terms: 
· First, the establishment of adequate credit 
resources ; · · 

S eoond, provision for meeting annual deficits 
equal to the debt service on a capital sum of up 
to $300,000,000, depending on which of the bi-
state Plans is adopted and how it is :financed; 
and . . . -

Third, to provide an ample margin of security 
and flexibility above these requirements. . 
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TABLE 2 
METROPOLITAN RAPID TRANSIT SURVEY 

CAPITAL COSTS AND ANNUAL INCOME DEFICITS TO BE FINANCED* 

A. Plan 1 with Railroad Service Deficits 
Capital Requirements__, 

Bi-state loop ........................................... . 
H. & M. Railroad improvements .......................... . 

Total ............................................ . 

Annual Income Deficit-
Fixed charges annually {see Chapter VII) ................. . 
Less net op·erating revenues before depreciation ........... . 

Income deficit of bi-state rapid transit ............... . 
Railroad suburba.n service deficit after adjustment 

(Chapter III) ..... , ............................ . 

Total Annual Deficit Including Railroad Service ..... . 

B. Plan 2 with Railroad Service Deficits 
Capital Requirements-

Bi-state loop ........................................... . 
H. & M. Railroad improvements .......................... . 

Total ...........• : ............ .' .................. . 

Annual Income Deficit-
Fixed charges annually (see Chapter VII) ................. . 
Less net operating revenues before depreciation ........... . 

Income deficit of bi-state rapid transit ............... . 
Railroad suburban service deficit after adjiistment 

(Chapter III) .................................. . 

Total Annual Deficit Including Railroad Service ..... . 

C. Plan 4 with Railroad Service Deficits 
Capital Requirements-

Bi-state Subway Extension .............................. . 
H. & M. Railroad improvements .......................... . 

Total ............................................. . 

Annual Income Deficit-
Fixed charges annually (see Chapter VII) ................. . 
Less net operating revenues before depreciation ........... . 

Income deficit of bi-state rapid transit ...... : ........ . 
Railroad suburban service deficit after adjustment 

( Chapter III) ............................. : .... . 

Total Annual Deficit Including Railroad Service ..... . 

$415,000,000 
12,900,000 

$22,000,000 
15,720,000 

$283,500,000 
12,900,000 

$15,500,000 
12,900,000 

$129,000,000 
97,900,000 

$12000000 ' ' 10,000,000 

$427,900,000 

6,280,000 

8,000,000 

$14,280,000 

$296,400,000 

2,600,000 . 

8,000,000 

$10,600,000 

$226,~00,000 

2,000,000 

8,000,000 

$10,000,000 

* Note: All income deficits of bi-state rapid transit stated above are based upon annual fixed charges which do not include 
borrowing for interest during construction (see chapter VII). 
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CHAPTER II 

RETENTION OF RAIL SERVICE 

The provision of the new rapid transit serv-
ice outlined in Chapter I is designed, as was 
pointed out, to facilitate the expeditious trans-
port of passengers from the 12 counties in 
North Jersey and New York across the Hudson 
River into New York City. The effectiveness 
of this plan obviously depends upon a reason-
ably healthy railroad system to bring to it the 
present volume of traffic as well as to facilitate 
the anticipated increase as the factors of time 
saving, convenience and economy of travel 
attract new patrons to the rails. 

However, the earliest completion date for the 
new facilities is estimated to be 1962. It there-
fore becomes pertinent to the projected plan 
to consider recent trends in rail transit in tbe 
North Jersey-New York metropolitan area and 
their possible effect on the transportation 
situation between now and the estimated com-
pletion date of the new facilities. This is 
particularly in point because the plan is not 
predicated upon an immediate large scale 
return of passengers to rapid transit by rail, 
but rather upon retaining present traffic. Be-
yond this an increment might be expected from 
increased employment in New York City, 
estimated to be 10 per cent by 1975 (Regional 
Plan Association, Report, pp. 70, 75). 

The drastic decline in the use of rail facilities 
in this area during the past 25 years mentioned 
in Chapter I is apparent from the following 
table showing the number of weekday railroad 
passengers from New Jersey, Rockland and 
Orange counties (New York) into New York 
City at five-year intervals from 1930 to 1955 :4 

Total 
Rail Trans-Hudson 

Year Passengers Trafjio 

1930 ........... 266,394 373,617 
1935 ........... 189,986 
1940 ........... 184,753 
1945 ........... 220,437 373,158 
1950 ........... 164,579 
1955 ........... 120,83'2 365)399 

4 Port of New York Authority, Department of Port Develop-
ment, March, 1956. 

This rail decline during a period when tota1 

daily trans-Hudson passenger traffic was re-
maining approximately static is illustrative of a 
nationwide, if not a worldwide, phenomenon, 
namely, the increasing use of motor vehicle 
transportation, both public and private, in 
preference to transit by rail. This trend has 
continued despite the difficulties and costs of 
using the family car in downtown areas and has 
led one traffic analyst to state that: 

"The future of mass transportation will 
depend on the extent of cost and service com-
petition with the automobile. On the cost 
side, transit fares have been mounting witb 
higher wage costs and the higher cost of new 
equipment. Although fares are generally 
lower than out-of-pocket costs of using the 
family car, especially when parking fees are 
added, there is generally insufficient saving to 
persuade the motorists to forego the greater 
comfort, speed and flexibility of his car. If 
municipal governments were to weigh more 
closely the economic advantages of encourag-
ing mass movement of passengers in 
downtown areas, however, it might be that 
subsidized modern transit would compete for 
a larger number of patrons than at present." 
(Wilfred Owen in America's Needs and 
Resources, p. 285, The 20th Century Fund, 
1955.) 

It is obvious that a new phase in public policy 
on public aids to transportation is emerging. 
The Metropolitan Rapid Transit Commission 
in its Interim Report dramatized this situation 
by stating that "transit in the New York-New 
Jersey metropolitan area is on the brink of 
catastrophe." The report indicated that traffic 
congestion results in economic losses of over a 
billion dollars a year in New York City alone 
and pointed out that: 

"The crisis is also continually being deep-
ened by the little-realized but tremendous 
fact that, although since 1930 billions of 
public dollars have been spent and are still 
being spent in the development of tax-exempt 
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or .s?-°?sidized h~ghways, bridges and other 
facilities for vehicular traffic, no public funds 

. wh~tev~r have b_een sp~nt during the same 
period m promotmg or improving traffic flow 
or mass transportation by rail between the 
New York and New Jersey halves of the 
metropolitan area. One very grave conse-
quence has been the creation of a stupendous 
cycle of traffic congestion in the streets con-
stantly calling for still further enormo~s ex-
penditures of public funds for still further 
vehicu_lar tra1?c·.'' (Metropolitan Rapid 
Transit Commission Interim Report, Febru-
ary 18, 1956, pp. 3 and 4.) 

The effect of this shift in the riding habits 
of the public from rail to rubber has been re-
flected in the efforts of the railroads to obtain 
incr~ases in passenger fares, curtailment of 
service and abandonment of routes. These 
efforts have been very pronounced since the 
end of World War II, although prior to the war 
commuter fares in the New York-New Jersey 
area had remained amazingly stable at the 
approximate level set in 1920.5 

In 1946 the Jersey Central led the way in the 
first round of the postwar fare increases when 
it received a 20 per cent upward adjustment 
(264 ICC 583). This was quickly followed by 

general increase for all the New Jersey roads 
m 1947 (269 ICC 87). Two years later a second 
general increase was granted (273 ICC 693) and 
(277 ICC 459). The third increase of from 
10 per cent to 15 per cent followed in 1952 (284 
ICC 129) and a fourth increase was authorized 
in 1955 (ICC Docket 31663). Finally the basic 
interstate and intrastate passenger fares are 
in the process of being increased by 5 per cent 
as this report is written (February, 1957). 
. Fact~ brought out at the hearing in connec-

tion with the fourth increase indicated that 
previous upward adjustments in fares had 
failed to produce any improvement in pas·senger 
revenues because of the decline in the number 
of suburban passengers. The railroads claimed 
that this loss of passengers would have occurred 
even in the absence of fare increases and in 
light ?fa similar decl_ine in the number of rapid 
transit passengers m other sections of the 

5 In 1931 the D. L. & \V. was granted an increase of about 
25 per cent ':m its then recently electrified line and about 15 
pe~ cent _on its non-electric lines (181 ICC 21) and in 1933 the 
Erie received a 15 per cent increase (200 ICC 723). 

co~nt~y ~his contention would appear sound. 
This mdicates that the solution to suburban 
passenger deficits must be found by means other 
than recurring fare increases. 

Petitions to the Interstate Commerce Com-
mission and the Public Utility Commissions of 
the States of New Jersey and New York seeking 
abandonment of Hudson River ferry service 
and of suburban service on the West Sho.re 
(New Yo~k Central) Railroad and the Susque-
hanna Railroad have been symptomatic of this 
serious decline in the use of suburban rail 
transit facilities. 

The Delaware, Lackawanna and Western 
Railroad was granted permission to abandon 
its 23rd Street Ferry in 1946 and its Christopher 
Street Ferry in 1955. The Erie Railroad has 
given up most of its ferry service as a result of 
its terminal merger with the Lackawanna at 
Hoboken. 

While the petitions for abandonment of all 
passenger service on the West Shore Railroad 
and the Susquehanna were denied, drastic cur-
~ailment of s~rvice was permitted. And finally 
if further evidence were needed to indicate the 
serious state into which suburban rail service 
has fallen, it would only be necessary to ref er 
to the receiverships and reorganizations which 
have occurred in recent years, notably in the 
case of the Susquehanna, Long Island, New 
Jersey and New York, and Hudson and Man-
hattan railroads. 

The plight of the railroads as seen by their 
executives when meeting with the Metropolitan 
Rapid Transit Commission in the fall of 1954 
was stated as follows: 

"Gr~at sums of money are being lost by 
the railroads on suburban service in the 
metropolitan area. A way must be found to 
permit !he rail.roads involved the opportunity 
of meetmg their expenses and their liabilities. 
Continuing financial stability is basic to the 
continuity of transportation, let alone the 
important aspect of improved service to the 
public." (Metropolitan' Rapid Transit 
Commission, Interim Report, February 18, 

.1956, p. 38.) 

Assuming that these operating losses con-
tinue, ordinary prudence by railroad manage-
ment will produce continued pressure for rate 
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increases, abandonments and further reductions 
in service. The dire results of such efforts are 
not within the province of this study to predict. 
This situation raises the question as to whether 
it is even possible to retain the existing rail 
facilities as the feeders of passengers for a new 
facility without some public action to end the 
vicious cycle of railroad operating deficits, fare 
increases, abandonments, curtailed service and 
loss of patronage. To proceed with considera-
tion of such a plan there must be some approxi-
mate estimate of the costs that might be in-
volved. 

RAILROAD SUBURBAN SERVICE DEFICIT 

Any estimate of the actual deficit incurred 
by the railroads in providing suburban service 
for this metropolitan region must be approxi-
mate at best. Railroad accounts are maintained 
on a system basis according to the I. C. C. 
System of Accounts for steam railroads. This 
system of accounts is supplemented by a formal 
instruction for determining passenger service 
revenues and expenses. The system has been 
so widely questioned that the I. C. C. has 
recently undertaken a full review of the entire 
matter. Meanwhile, various estimates have 
been made of the revenues and expenses at-
tributable to suburban service alone, as distin-
guished from total passenger service. These 
estimates are no better than the original classi-
fication of the data from which they are made, 
and at best require a number of assumptions 
and somewhat arbitrary allocations of expense 
items. They are more readily made for some 
railroads than others because of the nature of 
the operation. 

The estimates may be made on at least three 
different bases : 

(1) Fully distributed 
(2) Out-of-pocket 
(3) Above-the-rail 
For the purposes of rate making proceedings, 

the railroads are entitled to use the fully dis-
tributed basis. Under this method all costs of 
operation are allocated to the classes of railroad 
service as either direct costs or allocated com-
mon costs. The allocation· is made according 
to various criteria related to operations. The 

method attempts to allocate to freight and 
passenger service the full cost incurred includ-
ing a proportion of overhead and general 
management. It has been assumed that some-
thing less than this basis would be sufficient to 
save railroad suburban service from further 
deterioration, if not to make it a fully paying 
venture. 

The out-of-pocket basis is intended to include 
expenses of operation only where they are 
direct costs or are such common costs as can 
be directly attributed to passenger operations 
without the use of arbitrary apportionment 
factors. The latter might include, for example, 
a limited kind of allocation of the cost of loco-
motive repair shops in proportion to the num-
ber of locomotives of each class of the service 
which are maintained, as distinguished from the 
kind of allocation in the fully distributed 
method which might charge maintenance of way 
expenditures in proportion to car miles or gross 
ton miles. Those expenses, and only those, 
which are related to actual use of facilities 
should be included on the out-of-pocket basis. 

A further form of the out-of~pocket method, 
sometimes meant to denote it, is the avoidable 
cost method. This may be defined as the incre-
mental cost which would be added by the addi-
tion of a car or train or saved by the elimination 
of a train or the entire suburban service. As a 
matter of connotation, it should differ from the 
out-of-pocket cost in no material respects, but 
some of the costs included in so-called out-of-
pocket studies would not be avoided by aban-
donment of passenger service. The avoidable 
cost notion provides a basis for presentation 
without such costs. 

The above-the-rail method should be lim-
ited to the cost elements it connotes. In gen-
eral, this method is intended to eliminate con-
troversy as to whether or not a railroad would 
require its right-of-way, track, etc., for its 
freight and through-passenger business alone, 
even though there were no commuter service. 
However, it still involves some apportionment 
of expense items. 

In the present study, the railroads were re-
quested to prepare estimates of their "out-of-
pocket" deficit, considering only those costs 
which would be eliminated if the service were 
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eliminated. These estimates, adjusted only for 
. comparability, appear in Table 3. They differ 
somewhat from estimates made by Ford, Bacon 
& Davis,6 but the difference is notably small 
in view of the array of assumptions, arbitrary 
allocations and basic approaches already 
described. 

These cost studies have included the seven 
railroads which supply the bulk of the suburban 
passenger service within the area under survey, 
namely the Pennsylvania, the Central Railroad 
of New Jersey, the Delaware, Lackawanna & 
Western, the Erie, the New York Central (vVest 
Shore Railroad), the New York, Susquehanna 
& Western, and the Hudson & Manhattan. 

The figures used have been taken from pas-
senger service cost studies and reports fur-
nished by the railroads. Where these studies 
have been on a fully allocated basis, we have 
taken 85 per cent of the operating expense as 
an approximation of out-of-pocket costs. It 
has been pointed out in recent decisions on com-
mutation rate cases by the Interstate Commerce 
Commission that the figures used by the various 
railroads before the Commission are not com-
parable in every case. The data used here are 
principally based upon 1955 experience with 
some adjustments, particularly to reflect such 

6 Report (February 13, 1957) for the Metropolitan Rapid 
Transit Survey. 

fundamental changes as the 1956 Erie-Lacka-
wanna terminal merger. No adjustment has 
been made for increased costs, however, in 1956, 
but this may be offset by lack of adjustment for 
1957 fare increases. 

Nevertheless, the indicated over-all annual 
deficit of $12,772,000 before return on invest-
ment presents the dimension of the problem. If 
public policy is to encompass governmental 
responsibility for this deficit on existing subur-
ban rail passenger service, as an integral part 
of a comprehensive rapid transit system, 
various measures of public action may be con-
sidered. 

ALTERNATIVE COURSES OF PUBLIC ACTION 

The alternatives to allowing the present 
situation to follow its own course are limited 
to such parts of the railroad cost problem as 
are within a possible expanded scope of public 
authority. The following possibilities have 
been studied: 

(1) Tax concessions and exemptions related 
to the property used for suburban serv-
ice; 

(2) Public operation of railroad properties 
· used for suburban service, subject to 

operating contracts with the railroads 
on a cost reimbursement basis. 

TABLE 3 
ESTIMATED RAILROAD DEFICIT ON SUBURBAN PASSENGER SERVICE IN 

NEW JERSEY, BY RAILROAD (1955-1956) 
(in thousands of dollars) 

O.R.R. N.Y.O. N. Y.S. 
Item Penn. of N. J. D.L.&W. Erie (West Shore) &W. 

Operating Revenues ________________ 5,063 7,696 6,768 3,938 1,563 688 
Operating Expenses ________________ 8,532 8,428 5,615* 5,080* 2,655 866 
Operating Profit (deficit) ------ (3,469) (732) 1,153 (1,142) (1,092) (178) 
Taxes: 

Payroll ------------------------------------ 345 287 189 82 23 
Property -------------------------------- 1,648 594 614 306 42 26 
Other ----------------------------------------

Profit (deficit) before return 
on investment ________________________ (5,117) (1,671) 252 (1,606) (1,216) (227) 

Ferry Deficit ------------------------------ (930) (706)* * (1,267) (56) 
Total Deficit including ferry __ (5,117) (2,601) (454) (1,606) (2,483) (283) 

• Net after estimated savings from D. L. & W.-Erie terminal and ferry co-ordination. 

H.&M. 

7,331 
6,765 

566 

276 
488 

30 

(228) 

(229) 

Source: Reports and estimates furnished by the railroads and reports of the Interstate Commerce Commission, 
comparability. 

Totals 

3,718 

(2,959) 
(12,772) 

adjusted for 
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TABLE 4 
1955 PROPERTY TAXES AS ALLOCATED TO PASSENGER F AGILITIES IN THE 

NEW JERSEY-NEW YORK AREA 

(in thousands of dollars) 

Item Penn. C.R.R. D.L.&W. Erie N. Y.C. N. Y. S. di W. 1-:L di lfl. Totals 

Total operating profit or (loss) 
including ferry operating .... (5,117) (2,601) (454) (1,606) (2,483) (283) (228) (12,772) 

Local tax-New York City .... 808 
Local tax-New Jersey .......... 639 479 
State tax-New Jersey .......... 200 115 
Total property taxes ................ 1,647 594 

TAX CONCESSIONS AND EXEMPTIONS 

The property taxes related to suburban rail-
road service, as shown · in Table 4, totaled 
$3,717,000 in 1955. This sum was assessed 
within the metropolitan region, as shown in 
Table 5. Of the total of $3,717,000 allocated to 
passenger service in the metropolitan region1 

$2,558,000 was assessed in New Jersey. Local 
• taxes accounting for $2,160,721 of the New 
Jersey total. It is notable that all but two of 
the railroads attribute to passenger service 
approximately 20 per cent of the total local tax 
paid in New Jersey (Table 5). It is significant 
that almost 70 per cent of this total tax is levied 
in Hudson County (Table 6). 

The Class II tax is paid to the municipalities 
and accordingly there is shown below in Table 
5 the total amount of Class II tax paid by the 
railroads in the area, the amount allocated to 
suburban passenger service and the per cent · 
this allocation is of the total Class II tax within 
the area. 

The $2,160,721 of the Class II tax allocated 
to passenger service within the ten counties of 
New Jersey included in this study is shown on 
Table 6 broken down by railroads and counties, 

599 
15 

614 

351 1,159 
306 42 8 88 2,161 

18 49 397 
306 42 26 488 3,717 

and in Appendix G broken down by mumc1-
palities. 

The tax systems of the two states, as applied 
to railroad property, are substantially different. 
In the State of New York the real estate of 
railroads is assessed and taxed locally as other 
real estate, and in addition a "special fran-
chise'' tax is assessed, in lieu of the real estate 
tax on land and improvements, upon the occupa-
tion by railroads ( as well as other public 
utilities) of city streets and other public places. 
The value of the special franchise is determined 
by a state assess:i:nent agency, but it is assessed 
at the general property tax rate and the tax is 
payable to the city where the franchise is 
located. In general, special franchise or in-
tangible right to use streets and other public 
places is valued by capitalizing the excess 
earnings, if any, of the railroad above a normal 
return on the physical properties used in the 
exercise of the franchise [see New York Tax 
Law, Sec. 2 (6); Sec. 45-E]. 

In New Jersey, railroads are taxed primarily 
on the assessed value of their property used 
for railroad purposes. Such property is classi-
fied as follows: Class I-"main stem" or right-

TABLE 5 
NEW JERSEY TAXES ON RAILROAD PROPERTY OTHER THAN "MAIN STEM" AND EQUIPMENT 

ALLOCATED TO PASSENGER F AOILITIES, 1955 

Item Penn. C.R.R. D.L. & W. Er-ie N. Y. C. N. Y. S. &; W. H. &; M. Total 

Total tax paid in area ($) ...... 3,125,368 2,459,929 2,182,545 1,689,287 1,143,461 29,619 87,806 10,718,015 
Allocated to suburban pas-

senger service ($) ................ 638,524 478,697 598,957 306,345 42,237 8,155 87,806 2,160,721 
Per cent of total ........................ 20% 19% 27% 18% 3.7% 28% 100% 20% 
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of-way 100 feet in width, state assessed for 
state use at fixed rate of $1.20 per hundred 
dollars of value; Class II-all real property 
outside of main stem, state assessed for local 
use at the current general tax rate of the mu-
nicipality in which the property is located; 
Class III-rolling stock and equipment, state 
assessed for state use at $1.20 per hundred. 
The railroads also are subject to a low rate 
net income tax assessed for state use, and the 
total tax payable in New Jersey is limited by 
a "ceiling" fixed in the statute. 

Any tax concession or exemption must be 
considered in light of these two systems of tax-
ation. An exemption of property used to pro-
vide suburban railroad service probably could 
be sustained in both states from a purely legal 
standpoint, but the impact could be most un-
equal. In New York the impact would be 
entirely local, and would be limited to a per-
centage of the value of Pennsylvania Station. 
In New Jersey, the impact would be predomi-
nantly in Hudson County, as shown in Table 6, 
and each municipality would in effect contribute 
to the plan in proportion to the amount of Class 
II tax presently assessed. This contribution 
would have no demonstrable relationship to the 
interest of the municipality in improved rapid 
transit or to the benefits of any of the Plans. 
It is impracticable1 moreover, in that little rail-

road property is used exclusively in suburban 
service and a proportionate tax exemption of 
unequal application could not be legally sus-
tained. 

PUBLIC OPERATION, OF RAILROAD PROPERTY 

The Erie Railroad management has, among 
others, promoted the idea of public operation 
of the railroad properties in suburban service, 
subject to operating contracts granted to the 
railroad on a cost reimbursement basis. This 
type of proposal would not take the properties 
off the local tax rolls since they would remain 
in private ownership. Its purpose would be to 
enable the railroads to "break even" on this 
type of service. Implicit in the proposal 
is that the present deficit from this type of rail-
road operation would become a public responsi-
bility. A public agency would be required to 
effectuate the proposal and to raise the revenues 
required to offset the deficit. 

This approach has a small scale precedent in 
the arrangement effectuated between the City 
of New York and the Baltimore & Ohio Railroad 
whereby the City subsidizes the Staten Island 
Rapid Transit Railway Company to the extent 
of taxes otherwise payable. The agreements be-
tween the City and the railroads are contained in 
three separate contracts; a lease from the Staten 

TABLE 6 
NEW JERSEY TAXES ON RAILROAD PROPERTY (OTHER THAN "MAIN STEM" AND 

EQUIPMENT) ALLOCATED TO SUBURBAN PASSENGER F AOILITIES-1955 

By Railroads and By Counties 
(amounts in dollars) 

N. Y.S. County 
County Penn. f)o. of N. J. D.L.&W. Erie N.Y. C. &W. H.&M. Total 

Bergen --------------·------- $3,814 $12,066 $10,990 $3,924 $30,794 Essex ________________________ $340,580 $29,769 64,945 11,509 446,803 
Hudson -------------------- 195,148 367,613 475,004 259,538 31,247 622 $87,806 1,416,978 
Mercer ---------------------- 25,980 25,980 
Middlesex ---------------- 36,344 10,431 46,775 
Monmouth -------------- 13,419 17,200 30,619 
Morris ---------------------- 32,565 309 309 33,183 
Passaic -------------------- 7,071 22,923 3,300 33,294 
Somerset ---------------- 16,571 8,421 24,992 
Union ------------------------ 27,053 37,113 7,137 71,303 

Regional Total ____ $638,524 $478,697 $598,957 $306,345 $42,237 $8,155 $87,806 $2,160,721 

County 
Per Cent 
of Total 

1.4 
20.7 
65.6 
1.2 
2.2 
1.4 
1.5 
1.5 
1.2 
3.3 

100.0 
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Island R. T. Ry. Co. to the City of New York 
of the railroad line for transportation of pas-
sengers, an operating agreement between the 
city and the Ry. Co. providing for the rendering 
of passenger service by the Railway Company 
on the leased line, and :finally an indemnity 
agreement from the Baltimore & Ohio Railroad 
Company to the city. Under these agreements 
the railway company has reserved the right to 
use the railroad line for any service, particu-
larly freight, other than the transportation of 
passengers, provided there is no interference 
with the passenger service. The lease runs 
from the date of its approval to June 30, 1966, 
and thereafter from year to year but not be-
yond June 30, 1976. 

Under the lease, the city rental payments are 
required to equal the sum of all real estate and 
special franchise taxes, sales and use and 
utilities taxes, ferry compensation payments 
due from the railway under a prior agreement 
with the city, and other payments required 
under laws imposing taxes on the company or 
its activities in the operation of railroad lines. 
The aggregate of these payments made by the 
company to the city for the year 1955 amounted 
to approximately $345,000. The effect of the 
lease, therefore, is to abate this amount of obli-
gation running from the company to the city. ' 
Under the operating agreement, the Railway 
takes all the revenues and expenses, except for 
the tax abatement, that it had previously. 

The City's interest in the arrangement was 
to forestall an abandonment of service based 
upon continuing deficits. Examination of the 
books of the company by the City Comptroller's 
office disclosed a net railway operating deficit 
(after depreciation) for the year 1955 in the 
amount of $634,807, representing a loss of 
$1,249,676 from passenger service and a profit 
of $614,869 from freight service. 

The idea of extending the Staten Island ar-
rangement to Class I railroads, where stock and 
bonds are publicly held and widely disposed, 
is imaginative but opens many difficulties. 
Outstanding mortgage bonds and equipment 
trust certificates may well be based upon cov-
enants with creditors relating to the transfer 
of the property. · All railroads would not nec-
essarily be in a position to separate property 

used for suburban service from property used 
for other passenger service. Although the 
railroads have extensive experience with inter-
railroad operating arrangements, the terms of 
joint facility operation based upon segregation 
of commuter service expenses would be complex 
and difficult to establish. At best, it is only 
after a new public agency was established that 
negotiations among the parties looking toward 
such an arrangement could determine its feasi-
bility, as well as its legal limitations. 

The indirect tax exemption accomplished by 
the Staten Island arrangement would not nec-
essarily persist under the form of public opera-
tion here considered for railroads operating 
elsewhere in the metropolitan region. Under 
an operating lease to reimburse the railroad for 
expenses, tax payments would be included. The 
amount required for this purpose would then 
be raised by apportionment in the same manner 
as the annual income deficit of the agency 
(Chapter VIII), as compared with direct tax 
exemption which would allocate the cost of rail-
road tax relief according to the location of the 
taxable property. 

A bi-state agency such as proposed in Chapter 
X of this report could be authorized to negoti-
ate the various agreements and leases. The 
railroad interest in being relieved of the deficits 
would justify a lease without rental. If all the 
railroads do not effectuate leases, however, the 
allocation of deficit incurred on those that do 
participate could not fairly be apportioned 
under the formula proposed in Chapter VIII. 
The principal characteristic of the problem 
may be summarized as follows : 

(1) Tax relief related to suburban rail pas-
senger service could be justified if public policy 
is to reverse the trend toward deterioration of 
such service, but state and local taxes are less 
than ½ of the claimed railroad deficit of $12.7 
million. 

(2) Such relief could be legally and practi-
cally achieved by public acquisition of leases of 
railroad properties used in suburban service, 
followed by voluntary agreement with the rail-
roads to operate on a cost reimbursement basis. 

(3) The annual public cost and railroad bene-
fit of such relief in New Jersey and New York_ 
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is estimated to amount to $3.7 million in taxes 
at current tax rates; added to $4.3 million in 
operating deficits before taxes. 

( 4) The municipal impact of the tax loss en-
tailed in such action may, but need not, follow 
the location of such railroad property. For 
simplicity of arrangement and uniform treat-
ment of all municipalities, however, the tax 
portion of the subsidy entailed in public opera-
tion could either be left with the municipalities 
where the property is located, or it might be 
allocated throughout the region according to the 
method recommended in Chapter VIII. The 
latter is more in accord with a proper account-
ing for the cost of service. 

FUTURE CosT OF SuBURBAN SERVICE DEFICITS 
Present data, however accurate, are of lim-

ited usefulness with regard to railroad opera-
tions five years hence. The future effect of a 
bi-state loop (Plan 1 or Plan 2), the alternatives 
discussed above, and the effect of recommenda-
tions of Ford, Bacon & Davis (Report, Febru-
ary 13, 1957) "for increasing revenues, better-
ment of service, savings in operating expenses, 
and more economical operations through 
modernization of equipment" under a public 
agency may be combined and summarized as 
the present railroad suburban service deficit, 
as shown in Table 7. 

TABLE 7 
ESTIMATED DEFICIT ON RAILROAL SUBURBAN SERVICE BEFORE AND AFTER 

CoNST'RUOTION OF Bi-STATE Loop 

Aggregate Railroad Deficit-
(F. B. & D.-$12,500,000) ................................................. . 

Savings-
Ferry Elimination (F. B. & D.-$3,660,000) .................. . 
Ford, Bacon & Davis rail economies .......................... . 

$3,000,000 
1,740,000 

Deficit to be recovered by Bi-State Agency ............................. . 
Estimated Property Taxes Attributable to Suburban Railroad Service .......... . 

Deficit Before Property Taxes to be Recovered by Bi-State Agency 

Annual Deficit Pending Construction of Bi-State Loop-
(a) With ferry" arbitrary" recommended by F. B. & D ..................... . 
(b) Without ferry "arbitrary" ........................................... . 

$12,772,000 

4,740,000 

$8,032,000 
3,717,000 

$4,315,000 

$8,000,000 
9,140,000 

Note: Above references to "F. B. & D." are to the Ford, Bacon and Davis, Report to the Metropolitan Rapid Transit Survey 
(February 13, 195'{) cited in the text above. 
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CHAPTER III 

PUBLIC FINANCING OF RAPID TRANSIT-EXPERIENCE IN OTHER REGIONS 

It was stated in the memorandum of under-
standing between the Metropolitan Rapid 
Transit Commission and the New York Port 
Authority that no study of suburban rail serv-
ice would be realistic without consideration of 
a method for meeting deficits and debt charges 
if ·such should appear to be inevitable. Con-
sequently it was suggested that a study be made 
of other metropolitan areas and of their ex-
perience with the problems of rail transit 
service. 

This examination of the systems, existing or 
proposed, in the larger metropolitan areas of 
this country and Canada was accordingly 
undertaken with several objectives in view: To 
determine whether these systems are being 
operated without :financial loss; to study the 
methods provided for meeting such deficits as 
may occur; and to evaluate the extent of public 
acceptance of the principle that mass trans-
portation by rail is of such importance to the 
welfare of a metropolitan area that the whole 
community might fairly bear some financial 
responsibility for its construction or retention 
and improvement. 

RAPID 'TRANSIT IN OTHER CITIES 

The existing transit systems of Boston, 
Chicago, Cleveland, Detroit, New York City, 
Philadelphia, Shaker Heights, Toronto, and the 
proposed systems ( or proposed changes in cur-
rent systems) in Los Angeles, Montreal, Phila-
delphia, San Francisco, and the South Jersey-
Camden area were studied in detail (see 
Appendix B for comparative summary of these 
systems). These cities are served by various 
types of transit systems: Bus, trolley, street 
car, subway, etc. In none, however, are the 
circumstances strictly comparable to those of 
the New York-New Jersey situation. They 
differ either because of the type of transit, the 
size of the system (i. e., the number of passen-
gers handled as well as the physical area 
covered) or the governmental structure of the 

area served (i. e., the number of separate 
governmental units which either administer or 
have financial responsibility for the transit 
system), as shown in Table 8. 

Rapid transit in other metropolitan regions 
has not been faced with the problems-nor has 
it had thE) opportunities-present in the North 
Jersey-New York region. For example, Detroit 
is served exclusively by a bus or trolley-coach 
type of mass transportation. Toronto, Shaker 
Heights and Cleveland all have grade-sepa-
rated, high speed rapid transit but their oper-
ations are relatively small compared to the 
system required in the New York region. In 
none of these cities does the length of the rapid 
transit system exceed fifteen miles. Chicago, 
Philadelphia and New York City, while they 
have extensive subway systems, all lack the 
multi-governmental aspect of the New York, 
New Jersey metropolitan area. Furthermore 
the complex character of the transit services in 
this area, where the railroads and certain b,us 
lines are privately owned and operated while 
the subways and other bus lines are publicly 
owned and operated, makes impossible any 
direct comparison of the over-all situation with 
the other areas studied. 

Boston, however, offers a situation which, 
because of its multi-governmental character, 
does bear more closely on the metropolitan New 
York problem. Because of this it will be dis-
cussed at some length. The basic characteristics 
of each of the major systems are set forth in 
Appendix A. 

Boston: The Boston Metropolitan Transit 
Authority operates within fourteen munici-
palities and is the only transit system under 
which deficits are assessed against the con-
stituent governmental units by a formula based 
upon benefits as measured by passenger use. 

The mass transportation system serving the 
Boston metropolitan area has been under public 
ownership and operation since 1947 but the 
14 municipalities now comprising the Boston 
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TABLE 8 
COMPARISON OF THE JURISDICTION OF MAJOR RAPID TRANSIT SYSTEMS 

System 

Area Served (or 
Authorized to be 
Served) Sq. Miles 

Population 
of Area 

Served (1950) 

Number of Municipalities 
Within Area Served (or 

Authorized to be Served)* 

Boston ................... · ............ . 
Chicago ............................. . 
Cleveland ............................ . 
Detroit ............................. · .. . 
New York City ........................ . 
Philadelphia ......................... . 
Shaker Heights ....................... . 
Toronto .............................. . 
San Francisco Bay Area (proposed) .... . 
Proposed New Jersey-New York Metro-

politan Rapid Transit (-including sub-
urban railroad service) .............. . 

London .............................. . 

114 
725 
135 
173 
314 

1,648 
12 

240 
7,452 

3,724 
2,000 

1,495,000 
4,500,000 
1,221,000 
2,099,000 
7,892,000 
3,284,000 

100,000 
1,055,000 
2,681,321 

6,429,000 
10,000,000 

14 
85 
17 

6 
1 

36 
5 

13 
77 

346 
1 

(* Excludes counties, school districts, and other special districts) 
1 The London Passenger Transport Area is prescribed by a special map referred to in the London Passenger Transport Act 

[23 & 24 Geo. 5, c. 14, Sch. Seventh]. 
Source: Correspondence with officials of transit systems, annual reports of systems, and United States Census Reports. 

Metropolitan Transit Authority have been 
underwriting the deficits of the system since the 
adoption of the Public Control Act of 1918. 

Prior to 1947 the Boston Elevated Railway 
operated its privately owned lines, as well as 
the subway and surface lines owned by the City 
of Boston with deficits assessed against the 
14 municipalities "in proportion to the number 
of persons in [ each municipality] using the 
service.'' The same method and formula for 
assessing deficits was rewritten into the act 
establishing the Metropolitan Transit Au-
thority, hereafter referred to as MTA, in 1947. 

This proportion was determined by using an 
origin and destination survey in which the num-
ber of passengers "originating" in a munici-
pality was taken to be the number entering the 
turnstiles, buses or cars within each munici-
pality during the period of the survey. The 
results of the 1940 count are still being used as 
the basis for determining the percentages of the 
annual deficits assessed against each of the 
14 municipalities. These percentages vary from 
64 per cent in the case of Boston to less than 
1 per cent (.77 per cent) in the case of Milton. 
The deficit assessed in 1955 was $7,275,000 and 
its allocation as reflected in local real estate tax 
rates varied from 31 cents per $100 of ratables 
in Chelsea to 2½ cents in Newton. 

Considerable criticism has been made of the 
type of formula used in allocating the deficits 
as well as the out-dated count (1940) being used 
as the base. Objections have been raised by 
some of the outlying municipalities where the 
number of passengers entering the transit sys-
tem in the municipality concerned contains a 
considerable percentage of "commuters" who 
live outside the municipality, in question, drive 
in from the "fringe" areas, park their cars and 
by boarding the vehicles or cars of the MTA 
are considered as residents of that municipality. 

However, each attempt to amend the legis-
lative formula has been fruitless. Allegedly 
this has been due to the opposition of the 
"fringe area municipalities" which object to 
being included in the MTA when that is pro-
posed or of certain of the municipalities now 
in the MTA who fear that a change in the 
formula will bear more heavily on them. The 
latter is also given as a reason for the failure 
to conduct another· origin and destination sur-
vey to establish new percentages for assessment 
purposes. 

Various proposals have been advanced to 
place the system on a self-sustaining basis or 
ft!,iling that, to relieve the general property tax-
payers of the 14 municipalities. 
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The creation of the MTA in 1947 came about 
as the result of the continuing deficits of the 
Boston Elevated Railway under the Public Con-
trol Act of 1918. (Deficits were incurred in 
every year from 1929 to 1947 except 1942 and 
1943.) This situation developed into a crisis 
when the state, which in effect acted as the 
deficit collecting agency by advancing funds and 
then assessing the amount against the con-
stituent municipalities of the MTA, withheld 
payment of approximately $3,000,000 of a de-
ficit assessment while appealing to the Courts 
on a disputed item in the reserve for depre-
ciation. 

This crisis hastened legislative action follow-
ing the report of the Coolidge Commission in 
1947 (Report of the Metropolitan Transit 
Recess Commission, April 1, 1947; House No. 
2000; Boston, Massachusetts). This Commission 
proposed to eliminate the deficits by extending 
rapid transit facilities into the suburban areas 
not being served directly. This was the heart of 
the proposal which the Commission sum-
marized (Ibid., pp. 9 and 41-42): 

'' Substantial increases in fares do not, in 
our judgment, offer the solution. A modern 
system of rapid transit such as we have rec-
ommended will go to the root of the problem 
and provide transportation in the metro-
politan area at reasonable rates as well as 
solv.e the traffic problem. People living in 
the suburbs of Boston would find that rapid 
transit would give them faster, cheaper and 
more comfortable service than they can ex-
pect to get from their automobiles or from 
buses. They will, therefore, patronize the sys-
tem in increasing numbers, and therein lies 
the solution of the matter of deficits which 
have plagued the metropolitan communities 
for so many years.'' 

The commission report had recommended 
that the municipalities to be served by the pro-
posed extension of rapid transit facilities auto-
matically be included as members of the MTA. 
This proposal was not acceptable to the legis-
lature which substituted a clause requiring .a 
referendum vote in any municipality to be af-
fected by an extension. 
· This amendment proved to be an effective 

barrier to the extensions upon which the Com-

mission staked the. :financial success of its pro-
posal; namely, to eliminate deficits by increas-
ing services. 

The trustees of the new authority immedi-
ately proposed extension of the system to 
Quincy and Braintree. Referenda were held 
and the proposal defeated by a 5-1 vote in 
Quincy and a 10-1 vote in Braintree. The rea-
sons given by the opposition were those ~d-
vanced in the Legislature against the automatic 
inclusion of new members of the M.TA-the 
refusal of the suburban. areas to make them-
selves liable for the assessment of deficits 
through their general tax rolls. A history of 
long continuing deficits evidently was not to be 
forgotten despite rosy promises for the future. 
The "fringe areas " were content to ride the 
system at the expense of their neighbors who 
lived nearer the center of the metropolitan area. 

The opportunity to test the soundness of the 
proposal to eliminate deficits by · extending 
services having been lost, other suggestions 
were then advanced. Governor Dever argued 
that rapid transit facilities should be defined by 
the Legislature as public highways and that 
part of their maintenance costs should be paid 
out of state highway funds· and some of the 
deficit met by general revenues of the State. 
(Senate No. 581 (1949), Message of the 
Governor.) · 

While this met with no enthusiasm in the 
Legislature, it could hardly be considered as 
radical because 20 years earlier Governor 
Calvin Coolidge had also argued that: 

'' Transportation is a public necessity of 
the first importance. Without it the trans-
action of business as now conducted would 
cease. The cost of this service. has become 
prohibitive in many instances, but transpor-
tation is none the less a public necessity like 
schools, highways,· and public lighting. If it 
cannot be paid for by the car rider, the ex-
pense must be met by the remission of taxes 

· or by a contribution from the public treas-
ury.'' (Report of Metropolitan Transit Re~ 
cess Commission, p. 62.) 

Furthermore, the Justices of the Massa-
chusetts Supreme Court pointed out in rn,19 
that '' steam railroads in their last analysis are 
highways for the use of the public . . . and . . . 
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the commonwealth has in several instances lent 
its aid to the construction of such railroads.'' 
( Opinion of the Justices, 231 Mass. 603, 122 
N. E. 763 (1919).) 

Another suggestion for tax revenue reflecting 
the thought that the rapid transit system bene-
fits the auto owner by providing a '' stand by'' 
service in bad weather as well as reducing the 
traffic congestion of the city has been made by 
Mr. Edward Dana, General Manager of the 
MTA. Mr. Dana proposed to the Legislature 
that automobiles in the transit district and the 
15 fringe municipalities be taxed at the annual 
rate of $1 per vehicle and the proceeds used 
toward the deficit of the MTA. (Statement 
Before Committee on Metropolitan Affairs, 
January 19, 1953.) 

Mr. Dana's proposal as well as the others 
mentioned have failed to produce any change 
in the method of :financing the deficits of the 
MTA. 'Fare increases have not closed the gap 
between revenues and expenses. The basic 
cause of the deficits persists, namely, the falling 
off in the number of those using the system. 

The general property taxpayers of the 14 
municipalities comprising the MTA continue to 
make up the deficits. The distinguishing feature 
in the Boston situation is the arrangement for 
allocating the burden of the deficits among the 
taxpaying areas rather than in the source of 
the revenue to meet the deficits. 

Other Cities: Some form of ,subsidy appears 
to be common among transit systems. Most, or 
all, of the systems included in this study enjoy 
some form of direct or indirect subsidization. 
The various types of subsidies include payment 
of all deficits (Boston); direct payment of debt 
service (New York); exemption from property 
and other taxes (Boston, Chicago, New York 
and Philadelphia); rental charges for city-
owned facilities which are less than current 
annual amortization charges paid by the city 
(Philadelphia); some form of original capital 
subsidy (Chicago) ; and direct lump sum sub 0 

sidy (Toronto). 
The New York City transit system, for ex-

ample, is operated under an authority whose 
only :financial requirement is that revenue cover 
operating· expenses. Capital outlay, interest, 

certain pension costs assumed under the 1940 
unification, and amortization are all borne as 
direct City expense. In the :fiscal year ending 
June 1955, amortization and interest charges 
paid by the taxpayer amounted to $81 million. 

Subsidies through original capital outlays 
have taken various forms. They include out-
right grants such as those made by the Federal 
government under the Public Works Adminis-
tration; favorable purchase agreements with 
either the city government or some private con-
cern for existing rights-of-way or facilities; 
or an initial purchase price lower than repro-
duction costs ( or original cost less deprecia-
tion). They all add up to providing a system 
at less than actual cost so that debt service 
charges are less than they would be on a com-
parable system not so subsidized. 

The systems of Boston, New York, Chicago 
and Philadelphia all enjoy partial or complete 
exemption from property taxes. In Phila-
delphia, however, only city-owned facilities are 
so exempt. The Chicago Transit Authority does 
make in-lieu payments to the Chicago Park Dis-
trict for road maintenance. Other systems such 
as Cleveland, Shaker Heights, and Detroit pay 
full property taxes in addition to such miscel-
laneous levies as wheel taxes and fuel taxes. 

Both Philadelphia and Chicago have rental 
agreements with their transit systems which 
provide for rental charges on city-owned facil-
ities less than the annual amortization costs. 
Although the agreements provide for larger 
rental payments when transit income permits, 
they have been operating on a less than full-cost 
basis up to now. The debt service charges on 
city-owned subway facilities in Philadelphia 
are some $4 million in excess of the rental pay-
ments made by the Philadelphia Transportation 
Company. In Chicago, the extent of the deficit 
is less certain because the city did not borrow to 
:finance subway construction. Rental payments 
made to the City of Chicago by the transit au-
thority cover debt service on bond issues specif-
ically issued for subway construction. These 
issues, however, represent a small portion of 
total subway cost. At the same time, the rental 
agreement does provide for a ''municipal com-
pensation" payment of 3 per cent of gross 
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revenue when and if revenue is sufficient to 
cover all prior transit authority obligations. 

Capital subsidies are more difficult to identify 
and in some instances simply represent a 
shrewd, business-like approach of acquiring 
bankrupt private transit ·systems at a price con-
siderably under reproduction costs. N onethe-
less, certain types of indirect capital subsidies 
are not available to a newly constructed system 
or one constructed under different circum-
stances and therefore their presenc_e in one or 
another transit system eliminates the use of 
that system as a yardstick of performance. 

Both Chicago and New York City, in the con-
struction of their subway systems, had the 
benefit of PW A grants. Chicago received a 
grant of $26,000,000 and New York a grant of 
$6,000,000. The City of Shaker Heights pur-
chased its system from a bankrupt private com-
pany for $1,300,000 when the reproduction cost 
less depreciation was $4,117,536 (Moody's Mu-
nicipals). The City of Cleveland was able to 
use terminal and right-of-way facilities pro-
vided for rapid transit at the time of the con-
struction of the Cleveland Union Terminal but 
left unused, These facilities which originally 
cost $18,000,000 are leased at an annual rental 
of $180,000 or a 1 per cent return. The Shaker 
Heights system also enjoys a similar arrange-• 
ment with the Cleveland Union Terminal 
Company. 

The Chicago Transit Authority purchased 
several bankrupt companies for $87,000,000 
( assets acquired in the • purchase included 
$25,000,000 in cash) when the original cost of 
the systems had been between $250,000,000 and 
$300,000,000. Admittedly, the systems had de-
teriorated and extensive· modernization was 
required, but the original bond holders thought 
Chicago was getting a bargain. 

NEW PROJECTS 

Recent studies of the Transportation Prob-
lem in Los Angeles, the San Francisco Bay 
Area, Montreal and the Camden-Philadelphia 
metropolitan area all stressed the vital 
necessity for. improved transit facilities but 
pointed out that this can be achieved only by 

public subsidy in some degree either in the 
form of tax exemption, tax support, or both.1 

The Los Angeles study indicated that the 
subsidy of tax exemption would be sufficient to 
enable the project to make :financial ends meet . 
from the revenues of the proposed facilities. 

In the San Francisco Bay Area report the 
forecasts of revenues showed that operating 
costs and capital costs of rolling stock would be 
covered but that the costs of construction would 
have to be met out of public funds. 

Possible sources of these public funds were 
indicated but not necessarily recommended. 
They were: (1) a general property tax, (2) a 
sales tax effective throughout the area to be 
served, (3) a localgasoline tax, and (4) bridge 
toll funds. Essentially the report of the 
Stanford Research Institute on the method of 
:financing the capital costs of the proposed San 
Francisco Bay Area system suggested a com-
bination of the sources listed above. 

The Montreal report stated that private 
capital could not be expected to :finance the proj-
ect but did not discuss the possible source of 
the public funds that would be required to 
underwrite the transit improvements. 1The 
survey of the Southern New Jersey trans-
portation problem suggested fo.ur possibilities 
for achieving the recommended ma:ss transit 
system, (1) guarantee of the transit bonds by 
the States of New Jersey and Pennsylvania, 
(2) construction by public contribution of a 
portion approximating 50 per cent of the system 
without using operating revenues for interest 
or amortization, ( 3) increase the tolls on the 
bridges so that the combined • income of the 
Delaware River Port Authority would be suf-
ficient to :finance, the combined operations, and 
( 4) any combination of the three. 

1 Report to Los AI\geles Metropolitan Transit Authority on 
a Monorail Rapid Transit Line by Coverdale & Colpitts, 
January 15, 1954. 

Report to the San Francisco Bay Area Rapid Transit Com-
. mission by Parsons, Brinckerhoff, Hall & Macdonald, 
January 5, 1956. / 

Report of the Montreal Transportation Commission for the 
Establishment of a System of Rapid Mass Transporta-
tion, June 1953. 

Southern New Jersey lVIass Transportation Survey by 
Parsons, Brinckerhoff, Hall & Macdonald, January 30, 
1956. 
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PUBLIC SUBSIDY OF RAIL TRANSIT 

Examination of the legislation and :financial 
experience in the construction, acquisition and 
operation of the various transit systems de-
scribed above· reveals an interesting develop-
ment in the attitude of the public toward mass 
transportation.. Two apparently divergent 
theories as to public policy are found to be 
intertwined in the legislation establishing 
public transit systems and in their operation. 
One is the oft-·stated principle that the trans-
portation system must be entirely self-support-
ing, both as to capital and operating costs. In 
other words,· this is an expression of a policy 
that all costs should be met by those who use the 
system. The other might be described as that 
of broad public benefit resulting from a system 
of mass transportation. This theory justifies 
using public funds for transit systems, either 
for construction or for meeting operating de-
ficits or both, on the basis of public necessity 
for a system of mass transportation with the 
resultant benefits of increased property values, 
relief of street congestion, parking and the 
mass moving of passengers at peak traffic 
hours. Public :financial support for this pur-
pose, it has been argued, is no different from 
similar support of highways, airports . and 
waterways. The two theories, however, become 
inextricably intertwined in the actual operation 
of existing transit systems as well as in the 
planning of proposed systems, under present-
day conditions. When th.e issue has bee:h clearly 
drawn between a progtessively deteriorating 
system of mass transit and the provision of 
public subsidy, service has prevailed over cost. 

FINANCIAL EXPERIENCE (1955) OF EIGHT 

SELECTED TRANSIT SYSTEMS 

In reviewing the current operations of the 
transit systems included below, it was necessary 
to place their :financial data on a comparable 
basis .. For the purposes of this study we were 
concerned with the ability of the systems to pay 
operating costs, required taxes, and current 
:fixed charges. 

The procedure for classifying these charges 
against · current income differs in each of the 
systems. In general, the more recently created 

authorities treat interest charges and current 
amortization, i. e., the repayment of currently 
maturing debt, as charges against current in-
come . .Any remaining income is then allocated 
to reserve funds for future debt repayment, 
replacement of plant and equipment, and sur-
plus accounts. 

The older transit systems .or those following 
the procedure of private corporations make 
depreciation allowances out of current income. 
Currerit debt retirement is not treated as a 
charge against income, but such payments are 
made out of funds available as a result of non-
cash charges (principally depreciation allow-
ances) made against current income. 

The latter method may result in charges 
against income which are either greater than 
current debt retirement or less than debt retire-
ment. The :first situation provides a reserve 
"cushion" for the transit authority; the second 
produces a hidden deficit which may sooner or 
later exhaust working capital. The :first situ-
ation arises when there is a quantity of debt-
free but not fully depreciated assets or when 
the expected economic, or depreciated life of 
the assets is less than the life, of the bonded 
indebtedness. The· situation in Toronto cor-
responds to the :first alternative.· The Toronto 
Transit Commission took over from its pre-
decessor, the Toronto Transportation Com-
mission, a large quantity of debt-free assets. 
The depreciation charges on these assets have 
served as a source of funds for current debt 
retirement. 

The second situation,· where debt retirement 
is greater than current depreciation charges, 
occurs .in Detroit. In Detroit the deficiency has 
resulted in a reduction of working capital. This 
need not happen, however, if the ·system's 
revenue is adequate to produce a surplus, and 
ov,er a period o!f years this deficit may be 
balanced out. In any case, assuming that the 
economic life of the asset is longer than the debt 
retirement period, no deficit should occur over 
the total life of the a,sset. At the same time in 
any one year or even over the period of debt 
retirement, the transit system may sustain a 
serious. drain on its supply of working funds. 

In general, it may be argued that a public 
authority or agency operating a transit system, 
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especially a newly constructed one, should be 
concerned with current debt retirement charges 
rather than with depreciation allowances. This 
gives its :financial status a more realistic tone 
and means that the current generation of 
transit users, and general taxpayers, ·should 
the system receive public support, are paying 
for the transit system. It can be argued that, 
however, the generation which demands and 
creates the facility should bear the heaviest 
share of its cost despite the fact that the life of 
the system may be considerably longer than the 
life of the debt. In Chicago, this principle was 
actually extended to the point where the initial 
subway system was paid for prior to its con-

struction, perhaps even paid for by a gener-
ation which did not get to use the facility. 

Many of these systems have restrictions on 
the allocation of their income. These restric-
tions are stipulated in either the authorizing 
legislation or the bond indenture. In general 
they require that operating expenses, interest 
and amortization have priority over sundry 
reserve accounts. 

A :financial summary of the eight selected 
rapid transit ·systems appears in Table 9. This 
table converts the official reports of the various 
systems to a common basis of comparison. Such 
adjustments as were required to this end are 
described in a footnote-continued as Ap-

TABLE 9 
SELECTED RAPID TRANSIT SYSTEMs-1955 FINANCIAL EXPERIENCE (a) 

OPERATIONS OF TRANSIT SYSTEM AND RELATED MUNICIPAL EXPENDITURES 
( Amounts in thousands of dollars) 

Item Boston 

Transit System 
Revenues __________________________________ 38,302 
Expenses-

Operating ---------------------------- 37,804 
Direct Taxes ( other than 

payroll)-
Property ----------------------------
Fuel and License ____________ 203 
Other ----------------------------------

Rentals for city-owned 
facilities ---------------------------- 388 (d) 

Other-Miscellaneous ________ 10 
Income/ ( deficit) B e for e 

Fixed Charges ___________________ _ 
Interest Charges ___________________ _ 
Current Debt Amortization 
Income/ ( deficit) A f t e r 

(103) 
3,634 
1,864 

Fixed Charges ____________________ (5,601) 
Related Municipal Ex-

penditures 
Municipal Payments For-

Interest -------------------------------- xx x 
Principal ------------------------------ 802 

Compensating Payments to 
Municipalities ___________________ _ 

Transit Surplus/ ( deficit) to 
City ---------------------------------------- (802) 

Total Transit Surplus/ 
( deficit) -------------------------------- (6,403) 

Per Cent Revenue to Ex-
pense and Fixed Charges 
Direct and Indirect ____________ 85.6 

Ohioago 

120,897 

101,114 

1,083 

291 

18,409 
5,665(e) 
3,959(e) 

8,785 

XXX 
XXX 

XXX 

XXX 

(k) 

107.8 

x x x Indicates that this item does not apply. 
(a) through (k)-See Appendix B. 

Detroit New York Phila-
Oleveland (b) (b) City (c) delphia 

28,542 

23,683 

564 
349 

XXX 

3,945 
1,215 

478 

2,252 

XXX 
XXX 

XXX 

XXX 

2,252 

108.5 

40,060 

35,226 

1,043 
2 

38 

XXX 

268,357 

261,965 

XXX 

3,751 6,392 
573 XXX 

3,642(f) XX X 

(464) XXX 

XXX 43,732 
XXX 37,980 

XXX XXX 

XXX (81,712) 

(464) (75,320) 

98.8 78 

70,538 

56,643 

211 
1,049 

212 

3,915(g) 

8,508 
2,294 
1,173(f) 

5,041 

3,705(h) 
4,283 

3,742(h) 

(4,246) 

795 

101 

Shaker 
Heights 

1,393 

1,050 

64 

XXX 

279 
31 

120 

128 

XXX 
XXX 

XXX 

XXX 

128 

119.5 

Toronto 

31,3370) 

26,089 

601 
380 

XXX 
460 

3,807 
2,341 
1,740(f) 

(274) 

XXX 
XXX 

XXX 

(j) 

(274) 

99 
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pendix B. This financial experience may be 
compared even more effectively in terms of 
revenue miles operated, as shown in Table 10. 
These observations are significant-

(1) All but Boston were able to realize a cur-
rent_operating surplus before fixed charges; 

(2) Four of the systems, Chicago, .Cleveland, 

Philadelphia and Shaker Heights, realized a 
surplus after fixed charges. 

(3) As shown in Appendix A and Chapter IV 
following, the systems which have been able to 
earn their fixed charges have in each case en-
joyed I the use of some capital which was not, 
acquired by borrowing. 

TABLE 10 
SELECTED RAPID TRANSIT . SYSTEMS 

COMPARATIVE OPERATING RATIOS AND R~VENUE MILES (1955) 

Total Surplus 
(deficit) per 

1955 Revenue Revenue Mile 
Miles Operating After Fixed 

City Operated Ratio (1) Charges 

Boston ..................... 40,877,161 98.2 ($.157) 
Chicago .................... 163,069,463 83.6 .054 
Cleveland .................. 42,081,465 83'.o .054 
Detroit ..................... 61,613,430 88.0 {.008) 
New York City .............. 373,043,642 97.6 ( .202) 
Philadelphia . . . . . . . . . . . . . . . . ........ 80.3 
Shaker Heights ............. 1,381,676 75.4 .093 
Toronto .................... 46,476,000 83.3 (.006) 

(1) Operating Ratio~Operating expenses as a percentage of revenue. 
(2) Debt Service Ratio-Number of times income before fixed charges covers fixed charges. 

Debt 
Service 
Ratio 

(2) 

1.9 
2.3 

2.5 
1.8 

(3) Income Ratio-Operating expenses, taxes, fixed charges and debt service as a percentage of revenue. 

Income 
Ratio 
(3) 

116.7 
92.7 
92.1 

101.2 
128.1 

98.9 
90.8 

100.9 
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CHAPTER IV 

APPRAISAL OF OUTSIDE· CREDIT SOURCES 

The financing of a specific rapid transit pro-
posal, as already noted in Chapter I of t~e 
Report, ,can be intelligently considered only_ m 
relation to the broad question of financmg 
government in a metropolitan area. The :najor 
premise of each of the four Plans considered 
by Mr. DeLeuw is that it will render an essen-
tial service in both states. The engineer's report 
so finds. The evidence elsewhere adds confirma-
tion if needed. The public credit needs aiready 
developed have three related sides: 

A.· Provision of initial capital requirements 
on the credit of an issuer able to support 
annual debt service requirements in a 
manner acceptable to the municipal bond 
market; · .. 

B. Provision of a means of underwntmg 
annual income deficits, including an ap-
portionment of this legal obligation within 
the metropolitan area; and 

C. Provision for the administrative organ-
ization of a public agency empowered to 
integrate and exercise the credit resources 
available. 

It is well to recognize that the credit source 
and the responsibility for annual income deficits 
need not be identical. From the viewpoint of 
the municipal bond creditor, a general obliga-
tion of an issuer having the ability to meet debt 
service if necessary, is all that is required. 
From the viewpoint of an interstate or inter-
municipal arrangement within the metropolitan 
area, the actual obligation to provide funds to 
meet the income deficit may be a matter of 
mutual agreement differing from the source of 
the credit; for example if bonds were issued 
on the credit of the state or federal govern-
ment the actual annual income deficit could 
still be recovered by some form of municipal 
contribution. 

The scope of the problem and the implica-
tions of a successful solution, however, dictate 
use of a new bi-state agency-a premise upon 
which Mr. DeLeuw has proceeded with the full 
concurrence of this consultant. In passing, it 

should be noted that any of the Plans could 
conceivably be implemented by a public body in-
corporated by the State of New Jersey to plan, 
finance and construct the part of the loop which 
would extend the New York City Subway 
System, and to contract with the New York City 
Transit Authority for the operation of the en-
tire system. Such a contract could also provide 
for allocation of financial responsibility. This 
would be the narrowest possible concept of the 
metropolitan problem, and would so separate 
planning, finance and operation as to be a cause 
of confusion of responsibility between these two 
states or their political subdivisions; It is men-
tioned only as a least desirable alternative. 
Were such an arrangement to be seriously con-
sidered, it should be remembered that experi-
ence in this same metropolitan area indicates 
that fully effective action requires a single inter-
state agency. This was apparent in the develop-
ment of the Metropolitan Rapid Transit Com-
mission itself, as it was of the Port of New York 
Authority in 1921 which was preceded by the 
New York-New Jersey Tunnel Compact of 1919 
under which administration was by two inde-
pendent state commissions. Similarly, it was 
necessary in 1936 to create a single interstate 
agency to govern the Palisades Interstate Park 
Commission, even though the separate ten mem-
ber commissions adopted by each state were 
integrated by overlapping memberships. The 
organization of a new bi-state metropo_litan dis-
trict is the subject of Chapter X of this report. 
Meanwhile it may be concluded: 

The bi-state nature of the problem in opera-
tion and finance, and the hope of evolving an 
instrumentality which will be a proto~ype or 
will itself be expandable to deal with the 
entire metropolitan region, Long Island and 
Staten Island in particular, commends the 
choice of a bi-state agency to plan, finance 
and act in the bi-state interest. Its character-
istics and composition, discussed ~n. anot1;er 
Chapter, will depend upon the a~mmistrative 
and financial tasks assigned to it. 
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EQUITY CAPITAL 

To require the new bi-state agency to finance 
its entire operation under the fixed charges of 
borrowed capital is to place upon it a burden 
which no privately owned public utility would 
contemplate. The analogy to borrowing in 
public finance is most apparent in connection 
with non-voting pref erred stock. If a public 
body were able to issue such stock, it would 
avoid the necessity of providing out of current 
income for the amortization of capital which 
does not in fact depreciate, such as right-of-
way, expensive tunnel excavation if not the 
physical tubes themselves, and other necessary 
land acquisitions. These are the principal ele-
ments in the cost of the bi~state loop, as shown 
in the engineering report. In this connection it 
it of interest to note that among existing public 
rapid transit systems, as more fully developed 
in Chapter III, those that have made any pre-
tense of self-sufficiency have in each case en-
joyed the benefit of using some capital which 
was not financed by borrowing for a new con-
struction. For example 

City of Chicago Transit Authority-Assets 
of previous private operators were written 
down upon acquisition; and original capital 
was provided from the city's tax-fed traction 
fund and a PW A grant. The authority has 
not been paying for the use of the city sub-
way properties, and the city has financed ex-
tensions in the amount of $10,000,000 with its 
own general obligation bonds. 

Cleveland Transit Authority-An original 
capital subsidy was provided through the 
write-down of the assets of the Cleveland 
Railway Company upon acquisition and 
through the benefits of a right-of-way pur-
chase contract with the New York-Chicago 
and St. Louis Railroad. Some continuing 
subsidy in terminal operations is also ap-
parent. 

Detroit 'Street Railways-Financed on gen-
eral credit of the City of Detroit and also 
capital subsidy implied in write-down of as-
sets upon acquisition of private facilities in 
1922. 

New York City Transit Authority-All 
capital requirements provided by general 
obligation bonds of the city; operation by the 
transit authority since 1953 is supported by 

a capital program financed as part of the 
city's capital budget. 

Philadelphia Transportation Company--
This private corporation, owned by National 
City Lines, Inc., operates city-owned subway 
facilities under contract. These facilities, 
valued at $200,000,000 were financed by gen-
eral obligation bonds of the city. The rental 

. payment to the city is less than the city's debt 
service and amounts to a capital subsidy of 
about $40,000,000. 

In the present proposals each of the four 
Plans would have the benefit of some of this 
type of original equity, although the effects are 
indirect and not readily measurable: 

A. Existing railroads and their large capital 
investment would be used to gather pas-
senger traffic from the entire suburban 
area of New Jersey for transfer to the 
compact central system proposed under 
each of the four Plans. 

B . . The physical plant of the Hudson and 
Manhattan Railroad would be acquired at 
a value, if any, written down without re-
gard to replacement cost, due to its loss of 
earning power as a private enterprise as 
well as depreciation and obsolescence. 

C. Under Plans 2, 3 and 4, the extension of 
the New York City subway system would 
make use of the capital investment of the 
city to the extent that the existing subway 
is used to complete a loop system, but the 
City would be compensated for passengers 
carried in annual amounts estimated by 
Mr. DeLeuw as follows: 
·Plan 2 ............. . 
Plan 3 ............. . 
Plan 4 .............. · 

$6,500,000 
7,000,000 
6,500,000 

The fact that Plans 2 and 4 require substan-
tially less capital investment than Plan 1 and 
produce less than one-half the net income deficit 
of Plan 1 illustrates the benefit of the hidden 
equity capital available in each of the lower 
cost plans, even though they do not possess the 
attractive qualities of a completely new and 
independent system envisaged in Plan 1. 

The idea of a bi-state agency issuing some 
form of preferred stock, or perhaps a second 
lien bond, has some precedent in the matter of 
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financing various federal corporations. Most 
of the latter have issued some form of non-
profit capital stock all of which has been held 
by the federal government. The possibility of a 
comparable support for the present project has 
been explored. 

FEDERAL Arn 

National policy with respect to federal-state-
local relations has within recent years been the 
subject of two major investigations. The 
Hoover Commission, formerly known as the 
Commission on Organization of the Executive 
Branch of the Government, reported on the sub-
ject of "Lending Agencies" in its report to the 
Congress, March 1955, and the Commission on 
Intergovernmental Relations, sometimes known 
as the Kestnbaum Commission, also reported to 
the Congress and the President in June 1955 
more particularly on national-state-local rela-
tionships. Despite a history of federal loans 
and grants and guarantees for a variety of 
public and private purposes, neither report 
provides any encouragement that metropolitan 
rapid transit facilities might properly receive 
any form of .federal aid. 

In its report the Hoover Commission iden-
tified a total of 244.3 billion dollars in outstand-
ing agency loans, insurance, guarantees and 
commitments for the six main groups of pur-
poses of such federal activities, that is, aids to 
housing, to agriculture, to business, to foreign 
governments, and veterans life insurance and 
insurance of bank deposits. According to the, 
same report, almost 17 billion dollars in federal 
capital sto'ck and loans made to such agencies 
and over 14 billion dollars in further authority 
of the agencies to borrow from the federal 
treasury stands of record. While the RFC 
lending authority has been terminated, its lend-
ing authority formerly embraced the making 
of loans to railroads and business enterprises, 
and to public agencies for the purpose of financ-
ing public projects. This latter aspect included 
loans to states, municipalities, other political 
subdivisions of states, and to the buying of 
their securities ,and obligations. At any one 
time the aggregate amount of such loans out-
standing was not to exceed $200,000,000. 

From 1932 to 1941 the RFC authorized 221 
loans to 89 railroads, aggregating $922,741,587. 
The most relevant and recent loan of special 
interest to this Commission's studies was one 
made in 1949 to the Triborough Bridge and 
Tunnel Authority of New York. This loan, one 
of RFC's largest, amounted to $107,000,000. 
The reason for the loan was that construction 
had not been completed, and sufficient revenues 
to service full charges on operations had not 
been produced. Other examples of RFC loans 
which are of interest for their possible value 
as precedents were these : 

1. The Pennsylvania T u r n p i k e ( $35,-
000,000) 

2. The Knickerbocker Village in New York 
($8,000,000) . 

*3. The 240-mile aqueduct to carry water 
from the Colorado River in Arizona to 
southern California ($208,500,000) . 

*4. The San Francisco-Oakland Bay Bridge 
($73,000,000) 

The RFC financed all of the Colorado River 
Aqueduct, except for $2,100,000. Started in 
1933, the project was opened in August of 1944. 
Interest payments on the aqueduct's bonds 
averaged $7,000,000 annually during the 1940's. 
From 1952 to 1975 the interest payments will 
average somewhat over $5,000,000 annually, 
and thereafter with maturities, they will decline 
gradually to 1988 when the final payment will 
be less than $35,000. 

On most self-liquidating loans such as those 
discussed above, the RFC charged 4 per cent 
interest while the RFC held the securities and on 
most of these projects the RFC financed the en-
tire· construction cost. Congress in 1953 enacted 
"Public Law 163" known as the RFC "Liqui-
dation Act," which provided for the t~rmina-
tion of RFC 's lending authority as of Septem-
ber 28, 1953. 

The attitude of the Hoover Commission to-
ward this type of federal activity was expressed 
as follows: 

Recommendation N o.19-That the program 
-of urban planning a~d reserve of planned 
(* The lo~ns for thes_e projects were authorized initially at 

5 per cent interest. The bond, market improved, however, and 
the RFC was able to get a premium for the securities so that 
the interest rate was reduced, first to 4. per cent then to 
3½ per cent.) 
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public works in the Housing and Home 
Finance Agency be terminated. 

Loans for Public Works-A former au-
thority of the Reconstruction Finance Cor-
poration (in liquidation) was revived by the 
Housing Act of 1954, that is the .authority to 
purchase securities or to make loans to states, 
public agencies, public corporations, etc., on 
terms up to 40 years for public works. Loans 
may be made. only if funds are not obtainable 
elsewhere on reasonable terms. There is no 
limitation as to the kind of public projects 
which may be financed. The loan authority 
of the agency is $50 million. 

The present authority to make loans to 
states, municipalities, commissions, and pub-
lic corporations can extend to bridges, turn-
pikes, and other undertakings. Obviously, 

· the financing of these types of projects is not 
an appropriate function of the Housing and 
Home Finance Agency, except in those situa-

. tions where such construction is essential to 
public housing projects participated in by 
the federal government. 

Recommendation No. 20~That the author-
ization of the Housing and Home Finance 
Agency to lend money for public works ex-
cept as they are necessary for public housing 
projects be repealed. · 

The Commission on Intergovernmental Re-
lations differed with the Hoover. Commission 
on the matter of planning grants for metro-
politan areas, but conspicuously emphasized 
that metropolitan area problems require state 
"leadership." 

The Commission states in strong terms. the 
nature of the problem of metropolitan areas 
and the particular interest of the national gov-
ernment in such functions as civil defense. But 
its specific recommendations are limited to a 
proposal for '' an intensive nationwide study 
of governmental areas with special attention 
to metropolitan communities" (Report, p: 52), 
and to increased attention to metropolitan area 
planning by national and state governments. 
(Report, pp. 231-232.) 

In view of these two major national efforts to 
give definition and content to federal-state-local 
relationships in the loan and grant area, it is 
inappropriate for this report to attempt any 
further definition of the issues. Your consult-
ant is strongly of the opinion, however, that 
the same national policies which justify a 

I 
nation~l interest in highway building within 
and :without city limits and in the civil defense 
areais, iwould fully justify national. financial 
part~cipation in a program of mass public trans~ 
portatibn within the metropolitan region. The 
varipu~ forms which such participation could 
take:ar~ already well developed in existing pro-
gra:qis. i Further · action depends solely upon 
politiclj,1 values yet to be determined, but is 
hardly la reliable" basis upon which to project 
the ~n~ncial feasibility of current proposals. 

. i STATE CREDIT 
I . I . 

T:(ie possibility of resorting to the use of state 
. credH ]of the States of New York and New 
Jers]eyi for direct financing of the capital re-
quirem;ents of a bi-state loop, or to guarantee 
the ~ob~igations which might be issued by an 
interstate agency, has been fully !:lxplored. In 
this lco~nection it is pertinent to observe, also, 
that: tle report proposing rapid transit im-
pro~enients for · the South Jersey-Camden-
Philadelphia area suggested, admittedly with-
out stuµy or recommendation of the alternative, 
thatf o:µe of the possibilities for making the 
South iJ ersey project financially feasible· was a 
"guar::j,ntee of the rapid transit bonds by the 
two 'p~rent states or by responsible subdivi-
sions thereof.' ' 1 · 

I 
T]:ie :'use of state credit directly, and the as~ 

sumptibn of state liability for local obligations, 
have s~me history which bears a brief restate-
ment. ! As a result of unfortunate experience 
with railroad aid bonds issued during the 19th 
centµrf, many state constitutions were amended 
to iiico:rporate prohibitions against the "lend-
ing pf !state credit." In New York (Art. VII, 
Sec.] 8~ and New Jersey (Art. VIII, Sec. II, 
Par.! 1)1 it is provided in the one case that "nor . . I . . . 
shall the credit of the state be given or loaned 
to oi' iii aid of any individual, or a public or a 
priv11tJ corporation or association," and in the 
othe.r tp.at "the credit of the state shall not be 
dire~tly or indirectly loaned in any · case. ' ' 
The~e lprovisions are broad in statement and 
everi ~roader in philosophy. Their vitality 
is evident in the difficulty encountered by the 
-~'---''- ' 

1 Se¢ ~mith, Barney & Company, Analysis of Financial 
F'easi!}ility of Proposed Rapid Transit. System for Southern 
New JerS:ey, a report prepared for Parsons, Brinckerhoff, Hall 
& M~cdop.ald . (January 1956), consulting engineers for the 
Delaware' River Port Authority, on the Southern New Jersey 
mass jtrarsportation survey. . 

I i 
I 1 

' . 
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Supreme Court of New Jersey in 1953 in 
Behnke vs. New Jersey Highway Authority, 
13 N. J. 14, in establishing the validity of a 
state guarantee of the bonds of the authority. 
The court was able to sustain the legislation 
only upon the theory that the use of state credit 
was for a state purpose and the form of admin-
istration of the highway program through an 
authority did. not alter that state purpose. 

In New York, similarly, the court of appeals 
has held that a public authority statute was 
unconstitutional where it authorized a county to 
issue its bonds for the benefit of the authority 
which did not serve the entire area of the 
county, thereby constituting a lending of the 
credit of t:h.e county. Gaynor vs. M arohn, 268 
N. Y. 417 (1935). 

Conclusion: Were either state to attempt 
to issue its own bonds or. to guarantee bonds 
issued by a bi-state agency for rapid transit 
improvements, and such improvements were 
found by the court to be for a municipal 
rather than a state purpose, the courts of 
both states would probably he compelled to 
invaJidate the arrangement. 

The credit is required by a particular region 
of both states, but a state guarantee or the use 
of state credit directly would require a refer-
endum in both states at which the people of the 
entire state would vote. Recent experience with 
state referenda on large bond issues has been 
inconclusive, but.it certainly should discourage 
this means of financing the needs of a separate 
section or region of a state. Such a referendum 
could not be avoided, however, under the con-
stitution of either state if state credit were to . 
be involved. 

Other practical reasons also would make re-
course to state credit undesirable, as follows: 

The :financial situation of the two states is 
somewhat different.2 In New York the state 
is already committed to the issuance of 1.39 
billion dollars in new debt in the foreseeable 
future. For this state to take on additional 
debt for rapid transit purposes, especially 
where. the need is not unavoidable, would be 
most unwise. In New Jersey, on the other hand, 
the state has refrained from making new com-

2 Net ·debt March 31, 1957, of the State of New York was 
$714,996,682 and of the State of New Jersey, $100,166,000, exclu-
sive in both cases of State-guaranteed highway authority debt. 

mitments to issue large bond issues because of 
the extreme stringency of the state's revenue 
picture. To look to tha.t state for substantial 
capital support, therefore, would entail the real . 
possibility of enmeshing the metropolitan 
rapid transit problem with the already contro-
versial problems of state :finance. 

In both states it is clear that it would be 
distasteful to the rest of the state for the state 
government to establish any precedent of as-
suming responsibility for the special problems 
of urban centers. 

Conclusion. The use of state credit as the 
direct means of :financing cannot be ruled out 
absolutely but it presents such substantial ele-
ments of doubt as to be undesirable, namely: 

1. The constitutionality is very questionable 
and could be established in New :y ork and New 
Jersey only as the result of a direct test suit or 
the uncertain result of the process of constitu-
tional amendment in each state; 

2. A statewide popular referendum would be 
required in each of the two states, and the 
political history of such referenda cast doubt 
on their feasibility, especially in two states, for 
a metropolit;m area project;. 

3. Each of the two states is already well 
committed in its borrowing power for needed 
state functions, and there is substantial doubt 
as to the policy of an able metropolitan area 
looking to the state for its :financial support; 

4. The precedent of either state undertaking 
to guarantee or :finance credit needs of a par-
ticular urban area would be unfortunate in both 

. states and has been either rejected or enmeshed 
in unresolved controversy, in New Jersey with 
respect to water supply and in New York with 
respect to rapid transit; 

5. State :financing would carry with it state 
appointment and control of administration, an 
unnecessary removal of local responsibility in 
the present situation. 

EXISTING PUBLIC AUTHORITIES 

Several existing public authorities have been 
considered as alternative sources of equity 
capital in the sense that they have an estab-
lished credit base, including some · surplus 
( equivalent of equity capital) and adequate 
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current earnings. Five of_ the' public author-
ities operating in the metropolitan region were 
carefully studied for _the· purpose of determin-
ing their capacity and availability to finance 
the proposed rapid transit system. In each 
case it should be understood that the bond 
resolution under which a public authority issues 
its bonds constitutes. a contract between. the 
authority and its bondholders; . · · . 

It is evident that, in the discretion of the 
state legislature, the act under which the · 
Authority functioned at the time it issued its 
bonds may be amended or supplemented to grant 
such authority wider powers-e. g;, . powers 
to const:h1ct, own, and· operate a rapid transit 
system-than it possessed under the act at the 
· time it issued its ]?onds. · N eve:ttheless, such 
aml;lndments of or suppiements. to the act as it 
existed at the time the bonds were iss~ed may 
not constitutionally be enacted in _·such ·terms 
as to impair the bondholders' security under the 
oiiginal bond resolution; . · 

Any attempt to issue bonds for rapid transit 
purposes under the bond resolution of those 
public authorities which originally possessed 
only the power to issue revenue bonds for high- .· 
way; bridge, tunnel an<;l other projects facili: 

.·· fating vehicular traffic would constitute such 
, · an impairment of the present bondholders' 

security. · . · . . 
· This impairment results from the entirely 

different nature and extent of the risks encoun-
ter.ed (1) in the operation of a vehicular toll 
facility and (2) in ·the operation of a rapid 
transit system. · Consequently, the holders of 
the vehicular toll facility borids· would be sub~ 
jected to risks they never bargained for and 
could not have foreseen .at the time they pur~ 
chased their bonds. The United States -Con-
stitution aiid the Constit:ut.ioi1 · of each · (?I the 
two states forbid the passage of any law 
impairing the obligation of contracts (Art. I, 
Sec~ 10) and als<> forbid a state to deprive any 

... person of life, liberty, or prqperty without due 
process of law (14th Amendment, Sec. 1). · . 

Detailed analyses of the situation of each of 
· the five authorities appear in Appendix C, and 

· may be summarized as follows: 
l; New Jersey Turnpike Authority: Under 

the statute creating the Authority, it -may not 

' i 
lawfully undertake to finance a railrapid tran"' 
sit ~y~tem, since any such undertaking would 
imp~iri the obligation of its contract with the 
holqerf of its outstanding bonds. 

2.i N]ew York State Thruway Authority: In 
sub$tahce, the General Revenue Bond Resolu~ 
tion\ provides that all revenues of the pledged 
.faciFtirs are and sh~ll be pledged for the pay-
me~~ ~r:1ly of: operatmg expe~ses of the pledged 
facifitir,s; accrued de~t servrne on the rev~nue 
bon~s I of the Authority. and .the Authority's 

. bonq.s !guaranteed by the State of New York; 
cert~h:i reserves for such debt service; reserves 
· for ~n~urance ; any rernainder to the Construc-
tioni Fund. . 

The ;Construction Fund is in turn specifically 
limi~e4 for use for . designated purposes only, 
a_nd/al~ of such uses are. related to the co~struc- · 
tion:of1the thruway proJect, or any extensions or 
add+tiqns thereto or connection :therewith, or of 

. anyiother expressway or highway supported by .· 
an ~n~ineer's certificate that it "will not have 
an ad'ferse effect on the net revenues.'' It is 

. also/ fi~ancially impracticable for the Authority 
· to cpn~ider the redemption and refinancing of 
its qutstanding bonds in order to free them from 
. the rxiJsting pledge. · . . 

3.! N~w Jersey Highway Authority: The en7 
ablfog istatute and the general .bond resolution 
of thej Authority clearly limit i,ts _financing 
pow1er~, as .part of the covenant with, b~nd,., 
holder$, to the Garden State Parkway proJect, 
a co~n~ction between that project and the New 
Yorlr ~tate Thruway, and any existing highway 

• whi~. h 'i cons~it.utes an integral co.nnec~ion be-
. tween port10ns of th~ Parkway proJect. A 
rail [tr~nsit system could not legally be identi:. 

. . fled i wi,th any of the powers which might be 
. exe:rtci~·ed by this Authority. · 

; j . . ' .· 

4.: Tfiborough Bridge and Tunnel Authority: 
The: s~atute and the general bond res_olution 
of ~he! Authority, adopted January 22, 1952, 
autlj.orizes the Authority to issue additional 
bonds ~or refunding and. for certain purposes 
spedifiJd in the r.esolution, including enumer~ 
ated, btidges, and vehicular tunnels. The rev-' 
~nu~s [of . the fir~t ten projects are pledge_d 
und~r ~he resolution, and represent the credit 
bas~ or the Authority; In addition the r~solu-

. :1 I 

·: I 

I 
i I 
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tion reserves the right to finance the Coliseum 
and the Brooklyn-Richmond bridge project and 
various other vehicular tunnels or toll bridges 
while the enabling statute reserves "the con-
struction of any bridge or tunnel exclusively 
for railway rapid transit purposes'' from a 
covenant with bondholders against construction 
of competitive .facilities, the bond resolution 
seems to have fully precluded the use of rev-
enues of the Authority's major facilities to 
secure any issue of bonds for rail rapid transit. 

From a purely financial standpoint, this au-
thority is already committed to the huge 
Narrows Bridge project and will be obligated 
to the Port of New York Authority to pay 
rentals sufficient to cover the total expenses of 
the Port Authority in connection therewith, in-
cluding debt service, and finally will be obli-
gated to purchase the project from the Port of 
New York Authority not later than 1969. In 
addition Triborough is required to conserve its 
borrowing power for financing Throgs Neck· 
Bridge. 

5. The Port of New York Authority: The 
Port Authority, as it is known, is authorized by 
the interstate compact between the two states 
to undertake rail rapid transit facilities, upon 
the concurrent authorization of both states. Its 
power in this regard will be strictly construed, 
Port of New York Authority vs. Weehawken 
Township, 14 N. J. 570 (1954) but there is no 
doubt that under the compact the two states 
could legally, by appropriate• legislation, au-
thorize the authority to undertake rail rapid 
transit. A careful analysis of its outstanding 
bond resolutions, particularly the consolidated 
bond resolution· adopted October 9, 1952, and 
the general reserve fund resolution, adopted 
March 9, 1931 a:p.d amended May 5, 1932, leads 
to the conclusion that the Port Authority has 
not by either of these resolutions divested itself 
of legal power in relation to rail rapid transit. 
It is equally clear, however, that financial and 
governmental considerations deprive the Port 
Authority of competence to ·undertake such a 
project. 

The Authority is specifically prohibited by 
the compact from pledging the credit of either 
state, and is denied direct or indirect access to 
the taxing power in either state. 

One of the specifications for the present com-
prehensive study, as written into the agreement 
between the Metropolitan Rapid Transit Com-
mission and the Port of New York Authority, 
states that "the Port Authority is able to un-
dertake transportation and terminal facilities 
which can be financed by revenue bonds only if 
competent estimates indicate that in the long 
run they will be self-liquidating in and of them-
selves.'' This agreement reflects the long estab-
lished and well known policy of the authority 
to limit its investments to projects which, while 
temporarily unable to sustain themselves, may 
reasonably be expected to become self-support-
ing eventually. 

Two basic factors justify the Authority in its 
policy: First, it has no taxing. power and its 
ability to acquire private funds for its im-
portant public undertakings depends upon the 
confidence of the investing public that its net 
revenues from operations will not only cover 
interest and principal on its bonds, but will also 
provide sufficient reserves to serve as a cushion 
against lean years, catastrophe, changes in 
modes of transportation, or any other develop-
ment which might impair its earning power; 
and, secondly, were it to follow the practice of 
undertaking deficit projects which do not even-
tually become self-supporting, its earnings from 
other projects would be permanently drained 
off and further expansion of its services to the 
public would be prevented. 

Under its Consolidated Bond Resolution of 
October 9, 1952 (See Appendix C), moreover, 
each new project must meet an earnings test 
which could not be satisfied by any of the pro-
posed bi-state rapid transit plans. 

The financial history of the Port Authority, 
as well as its existing commitments, demand 
that we look elsewhere for the financial feasi-
bility of rapid transit by rail. The marketability 
of the Port Authority's bonds was not estab-
lished until 1931 when the two states sold the 
Holland Tunnel, a good revenue producer, to 
the Port Authority for its $50 million construc-
tion cost. As of January 31, 1957, it had out-
standing a total of $386,348,000 in par value of 
funded debt. At that time, under existing legis-
latiye directives of botli states, the Port 
Authority was committed to market up to 
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$1,000,000,000 of new obligations during the 
next ten years to meet the needs of its program 
for aviation, marine and inland terminals and 
vehicular bridges and tunnels. Unlike general 
obligation bonds of a state or city, which sell 
because of the taxing ability and general eco-
nomic strength of the entire community, the 
marketability of the Port .Authority bonds, 
known as revenue bonds, is determined by the 
inherent quality of each project, and its net 
revenue prospects; the over-all earnings record 
of the issuing body and its reputation for sound 
management; and its financial strength estab-
lished by accelerated debt retirement and the 
building of adequate reserves. Rapid transit 
not only is a demonstrated deficit operation but 
it has a bad reputation in the financial market 
for revenue bonds. To undertake it would hurt 
the Port .Authority and the program it has al-
ready laid out. 

This conclusion is confirmed by Dun & Brad-
street the national municipal credit agency, in 
a credit survey report on the Port Authority 
(December 5, 1952, p. 8) in which they observe 
that a major factor in the ability of the Port 
Authority to enlist private capital on favorable 
terms and to provide the metropolitan area 
with the benefits of the high marketability of 
its bonds, has been the '' avoidance (by the Port 
Authority) of major projects that would freeze 
resources in the support of long term deficits.'' 

In summary, there are substantial re'.1sons 
why we cannot look to any of ~h_e~e pubhc a~-
thorities for the financial feas1b1hty of a rail 
rapid transit program, as follows: 

1. The single purpose authorities may not 
impair the obligation of covenants with their 
bondholders limiting their :financing to the 
stated purpose. 

2. To use any of these authorities would 
impair their ability to discharge the respon-
sibilities for which they were established, or to 
carry out plans and commitments already un-
dertaken. 

3. To use any of them would mean the further 
separation of a large area of local government 
from local control, since each of them is gov-
erned by a board appointed by or in conjunction 
with the governor of a state or the mayor of the 
City of New York. 

4. The public authorities being completely 
dependent upon net revenues would tend to 
resist the expansion of deficit service into new 
areas, however desirable such an improvement 
might be from a public standpoint. 

5. ]f any attempt were made to confer taxing 
power, directly or indirectly, on any of these 
publiq authorities, it would require such a co:11-
plete . change in their organization to require 
either a popularly elected governing body or the 
deElignation of a governing body by popularly 
elected local legislative officials, whereas the 
accepted purpose of the public authority is to 
provide for a business type operation indepen-
dent of normal political restraints and direction. 

6. Lacking the taxing power, any such public 
authority, be it a special purpose authority or 
a general purpose one like the Port of New 
York Authority, could never achie~e the status 
of an effective organ of metropolitan govern-
ment generally. · 

7. It is clearly apparent that many of the 
same reasons which have justified the creation 
of special purpose public authorities to sepa-
rate self-supporting projects from the opera-
tions of general purpose units of government 
having taxing power, also require and justify 
the s;eparation of tax supported operations 
from :special purpose public authorities having 
no .taxing power. In essence, there is room in 
the North Jersey-New York metropolitan re-
ofon for the public authority which is confined 
to self-supporting revenue-producing projects 
and for another form of metropolitan organiza-
tion which is concerned with tax supported 
projects and governmental services. 

Recommendation: It is recommended that 
the proposed rail rapid transit syste?1. be 
financed outside the framework of e:xtsting 
public authorities in the metropolitan region. 

PooLING OF TRANSPORTATION REVENUES 

In lieu of the provision of equity capital, a 
subst~ntial body of opinion has been developing 
along the line that it is possible and desirable to 
finance deficit operations in the transportation 
field out of the aggregate of all public trans-
portation revenues.' This notion which might be 
called pooling of transportation revenues goes 
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so far as to suggest the pooling of all revenues 
and expenses of the operation of public trans-
portation facilities and of all public revenues 
from special taxes directly related to transpor-
tation service, principally the highway user 
revenues. In effect, this view was espoused by 
the recent report of the Buttenwieser Commis-
sion, and by reports previously issued with 
respect to rapid transit in the Philadelphia-
Camden area and in the San Francisco Bay 
area. 

The initial premise which seeks to justify the 
pooling of such revenues, be they operating 
revenues or taxes, is that all transportation 
facilities for mass transportation, be they rail 
or road, should be planned with an over-all 
concept of the needs of the metropolitan area. 
With this metropolitan planning requirement 
there can be no quarrel. From planning, the 
idea proceeds to common management and fi-
nancing. 2 Most recently, Luther Gulick, former 
city administrator of New York, proposed the 
creation of a regional transportation authority 
for the North Jersey-New York metropolitan 
area with complete jurisdiction over all forms 
of public transportation in the area.3 The idea 
is not so much to achieve more efficient admin-
istration, but rather to make it possible for con-
certed planning of the use of alternative phy-
sical facilities as well as the construction of 
needed additional facilities. Such planning 
would in turn be effectuated by a price structure 
designed to encourage or discourage the use of 
particular facilities. A very frank statement of 
this view has been expressed from a personal 
standpoint by another city official as follows: 

'' A further aspect of the New York metro-
politan transportation problem is that it ex-
tends into three states, and no existing gov-
ernment agency is capable of dealing with it. 
What is required is an integrated transpor-
tation system which will serve the metro-
politan region as a whole, consider the 
relation of the various types of facilities to 
each other, pool their resources, and construct 

2 See Owen, W., The Metropolitan Transportation Problem 
(Brookings Institution, 1956) pp. 249, et seq. 

s See Paper by Luther Gulick in The Next Twenty-Five 
Years in Government in the New York Metropolitan Region, 
Proceedings of the 25th Anniversary Meeting of the New 
York Regional Plan Association, October 6, 1954. 

a price structure to promote the most efficient 
pattern of use. The most promising approach 
so far is the creation of a metropolitan region 
transportation authority, with jurisdiction 
over all forms of transportation in the area. 

'' Complete unification of control over 
transportation facilities is a long way off, 
since it involves conquering more strongholds 
than ever confronted a monarch trying to 
create a unified kingdom out of a collection 
of feudal demesnes. It would involve some 
measure of control over commuter railroad 
services and terminals, private and public 
mass transit, principal highways and streets, 
and municipal parking facilities, not to men-
tion the preserves now ruled by the three 
powerful authorities-New York City Transit 
Authority, Port of New York Authority and 
Triborough Bridge and Tunnel Authority. 
But such a degree of unification is unneces-
sary and probably not desirable. vVe can, I 
think, begin on a much more modest scale. 

"The most important thing in urban trans-
portation planning, to restate my point, is to 
recognize what has been almost completely 
ignored to date-that public charges have an 
important role to play and that they have 
price (restrictive) functions as well as tax 
(revenue raising) functions. 

"Unless we limit road space with reference 
to what motor vehicle users are willing to pay 
for in competition with other land uses, plan 
facilities for collecting from users where ap-
propriate, and integrate automobiles and 
mass transit charges, I think we shall not 
soon find a way out of the urban traffic 
dilemma.'' 4 

Your consultant has carefully examined the 
proposal for the pooling of revenues and its 
implications from the viewpoint of the legal, 
administrative and financial aspects of this 
survey. Its able proponents have offered all 
of the favorable arguments. As a solution to 
the metropolitan rapid transit problem, how-
ever, the proposal obviously falls short of the 
feasibility test. 

1. The assumption that unified planning re-
quires unified finance is refuted by existing 
experience with the federal-state highway con-
struction program, the administration and 

4 Lyle C. Fitch, Transportation Pricing in A Metropolitan 
Area, in National Tax Association Proceedings of 48th Annual 
Conference, 1955 (1956) p. 181. 
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financing of public education, to mention two 
major services of government. 

2. The assumption that governmental action 
should be us~d to "channel" the habits and 
preferences of the citizenry into manageable 

, areas of public administration is questionable 
at best. 

3. The consolidation of public mass trans-
portation facilities solely for financial purposes 
overlooks the financial and managerial advan-
tages of separation of self-liquidating faciliti~s 
from tax-supported facilities. 

4. Whatever the merits of the theory of 
pooling all public revenues from transportation 
activities, it is surely apparent to its advocates 
that the idea requires a broader basis of sup-
port before it can be employed as an immediate 
and practical solution to a specific problem. 

5. An effective unit of metropolitan govern-
ment, motivated by a need for immediate solu-

tion of the rapid transit problem, might prove 
itself the instrument of achieving a satisfactory 
reg'ional basis of planning and finance for pub-
lic transportation generally, as well as rail 
rapid transit. 

Conclusion: The pooled revenues idea 
should not be considered as a basis of sup-
porting any of the four metropolitan rapid 
transit plans. 

ADVANCES AND APPROPRIATIONS 

The history of financial self-liquidating proj-
ects h,as many precedents for state or federal 
provision of equity capital. Such capital has 
been made available in the form of advances, 
either repayable or non-repayable, and outright 
appropriations to various public authorities. 
For example, in other regions the following 
amounts of capital are known to have been 
contributed: 

Name of Receiving Agency Amount of Capital State or Federal Source 

1. Pennsylvania Turnpike Commission . . . . . . . $29,250,dOO Federal public works 
administration 

2. Montana State Water Conservation Board.. 3,433,898 (cash) 
3,326,752 (in kind) 

State and other govern-
mental uni ts 

3. Platte Valley Public Power and Irrigation 
District ..... -. . . . . . . . . . . . . . . . . . . . . . . . . 2,913,777 State of Nebraska ( other 

loans and grants from 
PWA) 

4. South Carolina Public Service Authority . . . 34,438,264 Various State and local 
governmental units 

In the North Jersey and New York metro-
politan area, similarly, at least twenty-two pub-
lic authorities have received capital advances 
or approp.riations, or both, from the States of 
New York and New Jersey. As shown in Table 
11, the advances have aggregated $177,064,328, 
of which $52,323,845 has been repaid. In addi-
tion, appropriations totaling $87,608,745 have 
been made to supposedly self-liquidating public 
projects. The largest advances have been made 
to transportation facilities, with the New York 
State Thruway Authority the major beneficiary 
of over $109,000,000. A smaller but important 

payment of advances has been made to the Port 
of New York Authority totaling $19,480,000 by 
both states, which was fully repaid in advance 
by a cash transfer of $15,640,816 discounting 
the balance; to the Jones Beach State Parkway 
Authdrity of $16,110,000; and to the Ogdensburg 
Bridge Authority of $15,110,000. It does not 
appear that either of the latter has been repaid 
in whole or in part.6 Among the largest appro-
priations, as shown in the same Table, the 
Triborough Bridge and Tunnel Authority and 
its predecessors received over $47,000,000 from 

6 See footnote (g) Table 11. 
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the federal government and the City of New 
York, and the Buffalo Sewer Authority received 
$11,208,616 from the federal government. 

The principle of city, state and federal con-
tributions to the capital of public authorities is 
thus well-established throughout New York 
State and within the metropolitan region. It is 
apparent that few of these large enterprises 

have been able to commence operations without 
some assistance of this kind. ·"\V-here the origi-
nal capital funds were provided in the form of 
repayable advances, moreover, the over-all re-
payment record has not been impressive. To 
date, less than one-third of the total amount of 
advances has been repaid by the various 
authorities. 

TABLE 11 
CAPITAL ADVANCES AND APPROPRIATIONS TO PuBLIC AuTHORITIEs IN NEw YoRK STATE 

Authority and Source 

Port of New York Authority-
States (New Jersey-$8,950,000) 

Lake Champlain Bridge Commission-
States (Vermont-$80,000) ............... . 
Federal ................................ . 

Power Authority of State of New York-
State ................................... . 

New York State Bridge Authority-
State ................................... . 

Triborough Bridge and Tunnel Authority-
State ................................... . 
City (New York City) .................... . 
Federal ................................ . 

Bethpage Park Authority-
State ................................... . 
Federal ................................. . 

Jones Beach State Parkway Authority-
State ................................... . 

Regional Market Authority's (Four)-
State ................................... . 
Federal ................................ . 

Rockland Westchester Hudson River Crossing 
Authority-

State ................................... . 
Dormitory Authority-

State ................................... . 
New York State Thruway Authority-

~---Advances,~--~ 
Granted Repaid 

(a)$19,480,000 

200,000 

(b) 3,600,000 

7,500,000 

158,700 
108,534 

500,000 

16,110,000 

1,127,081 

40,000 

184,000 

( i) $19,480,000 

200,000 

7,500,000 

154,200 

20,000 

........ 
184,000 

State ... ; . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ( d)109,062,005 27,912,500 
Nassau County Bridge Authority-

State ................................... . 
County (Nassau County) ................. . 
City (New York City) .................... . 

World Trade Corporation-
State ................................... . 

115,900 
1,143,804 

115,900 
(f) 

........ 

........ 

Total of All 
Appropriations 

$533,639 

362,500 

100,000 

20,700,000 
( C) 26,394,523 

875,287 

15,000 
545,194 

. ....... 

6,900,000 

(e) 

...... ". 

........ 
800,000 

205,000 
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TABLE 11-Continned 
CAPITAL ADVANCES AND APPROPRIATIONS TO PuBI,IC :AUTHORITIES IN NEw YoRK STATE 

Authority and Source 
., 

County Water Authorities (Five)-
( 4 County-1 inter-county authority) 

State (to inter-county authority) .......... . 
County (to the 4 county authorities) ....... . 

Ogdensburg Bridge Authority-
State .................................... . 

Long Island Transit Authority-
State .... · ................... · ... , ........ . 

Whiteface Mountain Authority~ 
State ................................... . 

Niagara Frontier Bridge Commission- . 
State .................................... . 

Saratoga Springs Authority-
State .................................. : . 

Buffalo Sewer Authority-
Federal ................................ . 
City (Buffalo) ...............•........... 

World War Memorial Authority-
. State ................................... . 

State Parking Authority (Four)- · · 
City (from cities where authorities located) .. , 

Grand Totals .................... . 

~~--Advance,.---~ 
G.'ranted Repaid 

$150,000 . . . . . . . . 
689,000 $606,000 

{g )15,110,000 . . . . . . . . 

460,000 . . . . . . . . 

548,629 8,429 

. . . . . . . . . ....... 

. . . . . . . . . ....... 
: 32,675 . ....... 

. • ....... . ....... 

. . . . . . . .... , .... 
680,000 ........ 

$177,064,328 ( i) $52,323,845 

Total of All 
Appropriations 

.· ....... 

. ....... 

. ....... 

. ....... 
$150,000 

1,050,000 

1,794,000 

11,208,616 
(h) 

17,500 

56,486 

$87,608,745 

Source: Compiled from Temporary State Commission on Coordination of State Activities, Staff Report on Public Authorities Under 
New York State (1956) Legis. Doc. (1956) No. 46, Chapter VIII. 

(a) Repayment provisions of construction advances were usually at four per cent (4%) interest per annum, with payment of 
principal at rate of two per cent (2%) per annum. · 

(b) Balance to be repaid when outstanding debts mature--1995 or later. No interest. . 
(c) Includes grants to previous authorities which the present authority superseded and appropriations benefiting authority. 
(d) Balance is to be repaid by April 1, 1958. . . 
(e) Present estimates are that the authority will receive $58,000,000 in Federal grants for construction. 
(f) Balance is now $1,204,577, including accrued interest. . . . 
(g) Repayment without interest was to be from bonds sold within e,igh~een months after bridge opened. 
Moody's Muni'oipals, August ·10, 1956, page 1114 reports the Sale of bonds by ._the Ogdensburg Bridge Authority to repay the 

State advances (N. Y. Laws 1956, ch. 864, § 9), but the Comptroller of New York State bought the bonds at private sale. 
(!1) In 1938 the authority received the sewer system of the City of Bufflj,lo at no cost. 
(1) The total shown for the Port of New York Authority is a full rep1J,yment qredit although the cash transfer discounted the 

obligation before Its due date for $15,640,816. The grand total of advances repaid in cash Is therefore $3,834,184 less than the sum 
of thl) items above. 

The DeLeuw report indicates . that any of 
the feasible plans will cover from two-thirds 
to three-fourths of the annual debt service re-
quirements. Upon t:6.e basis of these estimates, 
an annual income deficit could be completely 

· eliminated if the aggregate of capital contribu-
tions in the form of ''preferred stock,'' second 
lien bonds, advances or appropriations by the 
federal government, the states and political sub-

divisions of the metropolitan area were to 
aggregate approximately $80,000,000. Although 
some formal pledge of direct and indirect taxing 
power would still be necessary, in order to pro-
vide sufficient coverage of the annual debt serv-
ice requirements, there might be no need to 
have recourse to an annual tax levy of any kind 
to support the new rapid transit facility on the 
basis of estimated revenue, 
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It is, of course, unlikely that the full amount 
required for this purpose could or would be 
provided. It is reasonable to expect, however, 
that a lesser, but substantial, capital contribu-
tion could be made in the form of repayable 
advances by the two states. A desirable form 
of such advances, which would spread their 
burden on the state treasuries over a period of 
four or five years, would provide for the pay-
ment of interest during construction out of such 
advances. This would have the important effect 

Item 

Total Amount to be Financed ................. . 
Interest during Construction .................. . 
Estimated Annual Interest and Amortization ... . 
Revised Annual Interest and Amortization after 

State Advances for Interest during Construction 
Annual Savings Due to Advances ............. . 
Estimated Annual Income Deficit ............. . 
Revised Annual Deficit Based Upon State 

Advances for Interest during Construction .... 

of reducing the total amount to be borrowed 
and would actually cost the two states less than 
the saving to the bi-state agency because of 
elimination of the interest charge on borrowing 
to pay interest during construction, as well as 
the elimination of that interest itself from the 
total amount to be financed. Based upon en-
gineering estimates of th_e investment required 
for each of the four plans, the effect of provid-
ing equity capital in the form suggested may 
be illustrated as follows: 

Plan1 Plan 2 Plan4 

$505 000 000 ' ' $350,000,000 $268,000,000 
40,500,000 28,000,000 21,500,000 
24,000,000 17,000,000 13,000,000 

22,000,000 15,500,000 12,000,000 
2,000,000 1,500,000 1,000,000 
8,300,000 4,100,000 3,000,000 

6,300,000 2,600,000 2,000,000 
Source: The above ·ctata are taken from Table 16, in Chapter VII following. 

The specific allocation of responsibility for 
such a capital contribution, and its appropriate 
source, should be a matter of negotiation among 
the interested parties after the creation of a 
bi-state agency and the adoption of a specific 
rapid transit plan. For present purposes, it 
would be sufficient for an interstate compact to 
provide that the bi-state agency may apportion 

between the two states the initial capital re-
quirements to pay interest during construction. 

Recommendation: It would be desirable 
and proper for the two states to assist the 
metropolitan area with appropriations or 
repayable advances to meet the cost of in-
terest during construction-which would 
amount to $28 million over a four-year period 
under Plan 2, for example. 
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CHAPTER V 

MUNICIPAL CREDIT SOURCES 

The need for a permanent and stable basis of 
financing, as well as the lack of adequate out-
side sources, requires primary emphasis on the 
local credit resources of the bi-state agency. 
This requires a means of integrating municipal 
credit within the metropolitan region for pur-
poses. of the proposed bi-state agency. In this 
connection it has been necessary to give ex-
tended consideration to the elaborate legal 
limitations, direct and indirect, upon the debt 
incurring power of municipalities in the state 
of New Jersey and of the City of New York 
under the state constitutions and statutes. The 
alternatives which were selected for more 
serious consideration included the following: 

A. The issuance of bonds by counties and 
municipalities in the metropolitan area and the 
deposit of the proceeds with the bi-state agency 
for use in financing the new project. 

This alternative has some precedent in the 
method of financing the North Jersey district 
water supply commission. It is rejected as 
a basis of financing metropolitan rapid 
transit for several reasons: 

1. The theory of the water supply scheme 
that each municipality is buying a certain 
amount of water cannot apply to a rapid 
transit scheme under which each municipality 
cannot buy a certain amount of transporta-
tion; 

2. The amount of capital that would be pro-
vided by such a scheme would be determined 
by the individual borrowing power of each 
of the municipalities in the metropolitan area 
rather than by the aggregate borrowing 
power of the entire area; 

3. Serious constitutional objections would 
be presented by the lending of credit of each 
of the municipalities to the bi-state agency, 
in the absence of an arrangement whereby the 

indi'.vidual municipalities were purchasing a 
particular share in the enterprise. 
B. The issuance of bonds by the bi-state 

agency to be purchased in predetermined 
amou11ts by the various municipalities in the 
metropolitan area, presumably with funds they 
would•acquire by issuing their own bonds in the 
open market. 

This alternative is rejected essentially for 
the same reasons applicable to alternative 
A, lj,nd for the further reason that this very 
arrangement was used in the railroad aid 
bonding history which preceded the adoption 
of constitutional provisions in both states 
prohibiting the lending of credit and pre-
sµm:ably intended to bar this kind of financing. 
C . .A. guarantee by the municipalities of the 

area of bonds issued by the bi-state agency. 
This alternative was rejected for the same 

constitutional reasons implicit in alternatives 
A and B and for the further reason that the 
purchasers of the bi-state agency bonds would 
have the uncertainty of looking to a multitude 
of municipalities for the ultimate security, 
beyond the earnings of the enterprise, which 
would lie behind the obligations. This would 
undoubtedly increase the borrowing cost. 
D. The integration of municipal and county 

credit on a regional basis through the issuance 
of obligations by the bi-state agency which are 
supported directly or indirectly by the taxing 
power, but not by the direct credit, of the mu-
nicipalities within the metropolitan area. 

This alternative, which is more fully de-
veloped below, avoids the difficulties of the 
other three alternative forms of credit, and 
also offers the advantage of not encumbering 
the existing debt margins of the various mu-
nicipalities under constitutional and statu-
tory: limitations in the two states. 
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MEASURES OF LOCAL DEBT-INCURRING 

CAPACITY 

Before we turn to the specific means of pro-
viding the necessary funds, it is prudent to 
consider the broader question: 

Could the North Jersey-New York metro-
politan area safely add the equivalent of 
$10-$12 million in annual payments for pub-
lice debt for rapid transit to the existing debt 
structure of states and local governments that 
make up the area 1 

There are no absolute measures of the limits, 
that is the safe limits, of public borrowing. In 
effect, such borrowing like other borrowing is a 
pledge of future income to pay for the present 
enjoyment of public improvements. In this 
sense, the borrowing for rapid transit must be 
considered in terms of the aggregate or foresee-
able needs of the metropolitan area for these 
and other improvements. It is plain that the 
next ten years may be expected to produce a 
continued high level of borrowing for the con-
struction of public schools, for highway pro-
grams, for state institutions and for the large 
scale development programs of the public au-
thorities. It is neither necessary nor practicable 
to appraise here the impact of all of this public 
borrowing, together with the potential private 
borrowing over the same period. But it is nec-
essary to recognize that any rapid transit 
project will be in the market for financing, to-
gether with all that are seeking funds. In due 
course the market for the various securities will 
find its own level. 

Certain central characteristics are predomi-
nant in the metropolitan area, however, and 
furnish a notable credit base. The Regional 
Plan Association report and other sources con-
firm these trends : 

Growing population and em p 1 o y men t 
throughout the area as a whole; 

Growing income payments, consumer sales, 

and value added by manufacture within the 
metropolitan area; and 

Growing investment per employee which, 
based upon the Regional Plan Association 
projections of employment, implies a sub-
stantial additional investment m taxable 
property throughout the area. 

The basic economic strength of the area may 
be briefly indicated by some key measures, 

Employed Labor Force-
1,495,000 in 1955, will be 2,245,000 by 1975, 
or an increase of 50 per cent. 

Full Value of Taxable Property-
$26,823,954,000 (1956) or a per capita 
property valuation of $4,185-experience 
indicates the total by 1975 will grow with 
the growth in population. 

Percentage of the Total Covered Labor Force 
Engaged in M an-uf acturing-

highly diversified as follows: 

County 

Bergen ................ . 
Essex ................. . 
Hudson , .............. . 
Mercer ................ . 
Middlesex ............. . 
Monmouth ............. . 
Morris ................ . 
Passaic ................ . 
Somerset .............. . 
Union ................. . 
Orange, ................ . 
Rockland .............. . 
New York County ...... . 

Per Cent 
M anit f actiiring 

58% 
45% 
63% 
55% 
70% 
37% 
49% 
64% 
65% 
60% 
45% 
57% 
60% 

Per Capita Effective Buying Income-
$2,137 average (or one-third greater than 
the average for the United States which is 
$1,602) distributed by county as follows: 
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1955 Effective Buying 
County Population (000) lnqome (000) Per Capita Per Family 

Bergen ........................... 687 $1;644,209 $2,391 $7,,804 
Essex ............................ 980 2;191,449 2,236 7,510 
Hudson ....... •.• ................. 642 1,199,561 1,868 6,155 ' 
Mercer ........................... 259 ·515,059 1,989 7,358 
Middlesex ......................... 327 622,184 1,897 6,598 
Monmouth ........................ 278 512,377 1,838 6,136 
Morris ........................... 203 410,359 2,016 7,187 
Passaic ........................... 366 722,969 1,975 6,347 
Somerset ......................... 119 222,263 1,865 6,695 
Union ............................ 461 1,087,372 2,358 7,990 
Orange ........................... 156 232,059 1,481 4,937 
Rockland ......................... 103 154,330 1,498 5,890 
Manhattan ........................ 1,885 4;312,258 2,288 6,776 

Metropolitan Area Totals ...... 6,466 $13;826,449 $2,138 $6,931 
United States Average ......... $265,601,325,000 $1,602 $5,465 

(Source: Sales Management, May 10, 1956) 

Public debt in relation to the diversified and 
high level economy of the metropolitan area is 
not excessive. This conclusion is justified by 
the two measures of debt burden which are 
commonly accepted: The tax-supported debt in 
relation to the full valuation of taxable real 
estate; and the tax-supported debt per capita. 
There is a substantial concensus of informed 
judgment that net tax supported debt for all 
overlapping purposes may be incurred by local 
governments with safety so long as the ratio of 
outstanding debt to the full valuation of tax-
able property of the local government does not 
exceed-15 per ,cent, or the per capita total of 
deQt does not exceed $250 per capita, whichever 
is greater. It should be emphasized that these 
are upper limits, not desirable levels of debt, 
but for• present purposes it is clear that the 
debt burden in the· metropolitan area is well 
within any safe limit 

The situation of individual taxing districts 
(municipal~ties) within the area is, of course, a 
matter of considerable variation, both because 
of basic economic factors and in some respects 
because of a date selected for the calculation. 
Even in the City of New York, for the fiscal 
year 1957-1958, the normal change in calculation 
of the debt margin will produce an added 
$100 million of borrowing power within the 
city's constitutional debt limit. 

The overlapping net debt condition in the 
ten counties in New Jersey which have been 
considered is favorable even in relation to 
assessed valuations (which averaged about 
30 per cent of full value as compared with 
96 per cent in New York City). The debt in-
curring power of the City of New York is 
limited generally to 10 per cent of the five-year 
average full value of taxable real estate in the 
city. In addition the city may incur an addi-
tional ,2 per cel}-t for low rent housing; and cer-
tain debt for rapid transit, docks, hospitals and 
pollution control facilities, and all debts for 
water supply purposes, are exempt from the 
constitutional limitation. The counties and 
school organizations within the City of New 
York have no independent debt incurring power, 
that is, there is no overlapping tax-supported 
debt for local government beyond the debt in-
curred by the City government. In other New 
York · counties, by comparison, the county 
has separate debt incurring power of 7 per cent 
plus the larger cities 9 per cent and smaller 
7 per cent, and in smaller cities school districts 
may incur an additional 5 per cent or more with 
the approval ofthe voters, the Board of Regents 
and. the State Comptroller. These debt limits 
thus permit a total overlapping debt of from 16 
per cent to 19 per cent. In such counties, water 
debt and self-liquidating debt are also excluded 
from the debt limitation. 
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The gross funded debt of the City of New 
York was $3. 7 billion before any deductions or 
exemptions. This was a gross debt of 15 per 
cent of the full valuation of taxable property in 
the city in 1956, and approximately $370 per 
capita. As compared with these gross figures, 
however, the City Comptroller's Debt State-
ment of January 1, 1957 reported a general 
debt incurring power of $343, 850,115 remaining 
to the City within its 10 per cent constitutional 
debt limitation. This amount was subject to 
various reservations and adjustments, leaving 
only $66,976,217 of unreserved debt margin 
available within the limit. In addition, debt in-
curring power exempt from the 10 per cent 
limit was still n:vailable for rapid transit con-
struction and hospitals. The rapid transit 
status is sufficiently pertinent to the present 
inquiry to set forth in Table 12. '· 

Both the Mayor and the Citizen's Budget 
Commission have respectively emphasized that 
the city's needs for more subway improvements 
are greater than it can reasonably finance. 

From the viewpoint of economic burden of 
public debt and capacity to pay, the City of 
New York is in good condition. Under 

existing legal limitations on its debt incurring 
power, and in light of its long range capital 
program, however, the City of New York could 
not be expected to contribute .any direct credit 
resources to a bi-state rapid transit system. 
The city will have a substantial interest and 
clear benefits in one or more of the Plans, how-
ever. This factor is the basis of recommenda-
tions elsewhere in the report. 

Among New Jersey's municipalities in the 
nine counties having a substantial interest, the 
debt burden as of December 31, 1955, was very 
favorable even on a gross debt basis. As shown 
in Table 13, in the 278 municipalities, the aver-
age.ratio of gross debt ( excluding county debt) 
to full valuation of real estate was 4.07 per 
cent and the average gross debt ( excluding 
county debt) per capita was $167.16. All but 
eighteen of the municipalities had such gross 
debt to property ratios of less than 6 per cent 
and few had gross debt per capita which was 
as much as $200. The county averages are 
shown in Table 14, and separate distributions 
within each county in Appendix D. 

Regional rapid transit may not compete di-
rectly with other needs for the borrowing 

TABLE 12 
NEW y ORK CITY 

STATEMENT OF DEBT-INCURRING POWER FOR CONSTRUCTION OF RAPID TRANSIT 
As OF JANUARY 1, 1957 

Original Credit1 •.....•...••...•..•.•.•.••••..••.•.•......••.•••••......•.. 

Corporate Stock Issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $30,000,000 
Serial Bonds Issued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83,910,000 
Contract, Land and Other Liabilities . . . . . . . . . . . . . . . . . . . . . . . 111,400,756 

Total Indebtedness ................................................ . 

Remaining Debt-Incurring Credit ...................................... . 
Less Reservations: 

Remainders of Authorizations ................... . 
Unauthorized Amount in the 1957 Capital Budget .. . 
Reservations 2 ••••••••••••••••••••••••••••••••••• 

$45,772,945 
121,182,031 
35,000,000 

Unencumbered Balance of the $500,000,000 Credit ............................ . 

1 Exempt pursuant to Section 7. D of Article VIII of the State Constitution, effective January 1, 1952. 

$500,000,000 

225,310,756 

$274,689,244 

201,954,976 

$72,734,268 

2 Reservation made pursuant to Section 3. 1 of Agreement with the New York City Transit Authority in accordance with Chap-
ters 200 and 201 of the Laws of 1953. 
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capacity of local governments. If there is such 
competition, however, there is ample evidence 
that (1) the tax base tends to grow with grow-
ing population to affect growing needs; and (2) 
that areas of predicted rapid population growth, 
according to the Regional Plan Association, 
show ample reserve borrowing capacity in re-
lation to full valuation of taxable property. 
These are not conclusive observations due to 
several variables and the effect of changes in 
the price level unrelated to changes in popula-
tion, but the data are presented in the Appendix 
for the worth they have. It thus appears that 
the metropolitan area as a whole could readily 
stand the added burden of supporting from tax 

sources an additional one-half billion dollars 
in debt for rapid transit if necessary, although 
the engineering estimates plainly indicate that 
from% to ¾ of the capital requirements of the 
bi-state loop and I-I. & M. Railroad rehabilita-
tion could be :financed from net revenues avail-
able for debt service out of current operations. 

Conclusion: Without taking any account 
of the stimulating effect of the improvement 
itself on the economy of the entire region, it 
is cl~ar that there are ample resources within 
the metropolitan region to carry the antici-
pated debt load of any of the bi-state rapid 
transit plans plus the annual suburban rail-
road service deficit. 

TABLE 13 
GROSS DEBT PER CAPITA AND IN RELATION TO FULL VALUE REAL ESTATE IN 27.8 MUNICIPALITIES 

BY GROUPS OF GROSS DEBT AS PER CENT OF FULL VALUE REAL ESTATE-TOTALS FOR 
NINE COUNTIES IN NEW JERSEY SECTOR OF METROPOLITAN AREA 

Gross Debt As 
Per Cent of Full Value 
Full Value Gross Debt" Real Estate Population Gross Debt 

Real Estate Number December 31, 1955 October 1, 1956 1954 Per Capita 

No debt ............ 9 . ........ $24,699,691 7,900 
Under 1% ......... 25 $4,875,361 685,070,669 135,530 $35.97 
1.00'-- 1.99 ......... 59 29,155,817 1,957,349,007 366,900 79.47 
2.0~ 2.99 . . . . . . . . . 54 72,283,721 2,801,868,242 604,900 119.50 
3.00- 3.99 ......... 54 111,147,9.88 3,223,946,471 614,900 180.76. 
4.00'-- 4.99 ......... 38 104,631,824 2,393,148,076 461,000 226.97 
5.00'-- 5.99 • • • • • • • • e 21 111,153,238 2,022,136,063 567,400 195.90 
6.00- 6.99 ......... 6 100,548,571 1,485,346,961 529,700 189.82 
7.00- 7.99 ......... 6 66,217,063 914,775,966 419,900 157.70 
8.00- 8.99 ........ " 3 29,113,149 344,240,544 100,800 288.82 
9.00- 9.99 ..... " ... 1 6,013,253 66,327,142 36,800 163.40 

13.0~13.99 ......... 2 19,211,500 145,131,248 68,900 278.83 

Total ........ 278 654;351,485 16,064,040,081 3,914,630 
Avg. 4.07% Avg.167.16 

• Includes all overlapping municipal and school debt, but does not include couIJ.ty debt (see Table 14 footnote). 

' 
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TABLE 14 
AVERAGE GROSS DEBT PER CAPITA AND IN RELATION TO FULL VALUE OF TAXABLE REAL ESTATE 

MUNICIPALITIES IN TEN COUNTIES ' 
NEW, JERSEY SECTOR OF METROPOLITAN AREA 

Average 
, Gross Debt as Number 

Per Gent of Full Value 
Full Value Munic- Gross Debt* Real Estate Population 

County Real Estate ipalities December 31, 1955 October 1, 1956 1954 

Bergen ....... 3.20% 70 $112,407,456 $3,507,542,754 630,530 
Essex ....... •. 4.72% 22 152,903,617 3,238,916,942 940,100 
Hudson ....... 6.98% 12. 96,602,524 1,383,200,0lt 644,,800 
Mercer ....... 3.71% 13 34,919,225 942,296,383 250,000 
Middlesex ..... 3.58% 25 54,087,533 1,511,653;625, 319,800 
Monmouth .... 3.35% 52 37,626,264 1,124,319,003 269,700 
Morris .... • ... 3.47% 39 39,1,89,245 1,130,982,752 190,000 
Somerset ..... 2.57% 21 14,429,328 562,169,389 110,100 
Passaic ....... 4.60%. 16 65,277,666 1,418,850,351 370,000 
Union ........ 3.74% 21· 81,827,852 2,186,405,253 439,600 

* Includes all overlapping municipal and school debt, but does riot include county debt as follows: 

County 

Bergen ....................... . 
Essex .................. ; ..... . 
Hudson ...................... . 
Mercer .....•.........•......... 
Middlesex ..........•. : ........ . 
Monmouth ...................•. 
Morris ....................... . 
Somerset ...................... . 
Passaic .... · .................... . 
Union ......................... . 

Gross Debt 

$11,378,500 
31,759,000 
17,492,672 

4,390,000 
4,113,000 
7,193,456 
6,174,000 
1,864,000 
5,841,000 
6,920,000 

Per Capita 

$18.09 
33.78 
26.82 
17.56 
12.86 
26.67 
32.49 
16.93 
15.76 
15.74 

Average 
Gross Debt 
Per Capita 

$178.27 
162.65 
149.82 
139.67 
169.13 
139.51 

· 206.26 
131.06 
176.43 
186.14 
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REVENUES OF THE BI-S1iATf J\GENCY 

The borrowing capacity of a bi~state agency 
will be directly related to its capacity to raise 
net revenues applicable to its debt service. With · 

. :financing basfoally dependent upofi local credit 
r~sources as recommended in the preceding 
chapter, the integration of those resources re- · 
solves itself into a combination or choice among . 
four f'!Ources of revenue : · 

' ' ' 

1. Net revenues from operations available for 
fixed chatges"7""-The DeLeuw neport estimates 
that the recommended plans could 'cover from 
% to ¾ of the annual debt servic•e requirements. 
This is reasonable as compared with most other 
mass rapid transit systems, but leaves no possi:. 
bility of :financing•. purely on _the se.curity of 
the earning power of the enterprise •. Such fi-
nancing would r~quire an engineering projec• 
tion that at least two ·times the annual debt· 
service could be coveted by net earnings; 

2. Contractual agreements with states and 
political ·subdivisions. in the metropolitan area 
which may be pledg~d as security f ot bonds 
issued by a metropolitan agency. This method, 
or a variation of it, is used on a E1maller scale. in 
court approved district water supply and sewer-
age projects in New J'ersey, and the South Jer-
sey Port. District comprising seven counties in 
the Camden area (R. S.12 :11-26 et Seq.), as well 
as in the Elmira (N. Y.) Parking Authority ar-
rangement. It has' been found inapplicable to . 
the proposed rapid transit plans as a general 
method of financing. A · metropolitan agency 
should be provided, however, with power to 
contract with political subdivisions and other 
federal, state and local agencies of government 
for. mutual purposes. 

Because of .the large number of municipal .. 
ities involved, however, it would be undesirable 
to attempt to base :financing upon the individual · 
voluntary contracts of the municipalities. 

I I ' ' .·. ' ' ' ' 
4n ,~1terI1ative would be to u.se the county as 

a conyacting unit. This would have the major 
disrd~anta?e ; of requiring the ~ystem to. be 
:fin~nced within the legal· borrowmg power . of · 
eac~ dounty and the City of New York. Since 
~h?ibitstate loop·s c~niiot be built witho_ut_be;11e-
fifaljl~ jall the counties, moreover, and it is ?m-
po~si~le to fore see how many would enter mto 
a c~ntractual arrangement; a more independent 
~n4 Sf bstailtial means of :financing is decidedly 
prelf eiable. · .•· ·. . 

I , . 

.· . 3;, Ifirect · taxing power delegated to the 
·metropolitan· agency. This requires extended 
coil)sideration, which follows, . . · . . i :jf andatory' charges to the constituent mu-
nicf p1lities and . counties in the metropolitan 

· ar~a eould be imposed by. the respective state 
. , legisl~tures; This is a form of indirect recourse 

1 I • e . ··. ti 

to ~a{ . support whi~h has some .. pre~eden~ m 
botp $tates. It merits extended consideration, 

•. I w11tchl follows. 
i i ' 
i I . . . 

ThJ· choice among these alt~rnatives cannot · 
and s~ould not be· made without reference . to 
the! ultimate concept of the new -bi•state agency, 
wh~th)er it is to he single purpose or multi ptir-
po~.e, ito the legal and economic limits of the . kinfi qf taxing power that could be delegated to 
the! agency; and to the effect of the decision on 
thei n).ar~etability of the bonds to be issued. 
Nor is any such decision made for the purposes 
of ¥n4ncing rapid transit necessarily conclusive 
as ito I future uses of the agency for other re-
giop.al purposes. Without attempting to predict 
the ultimate scope of the functions of a new 
metro/politan agency, the two ways of vesting 
it witp independent :financial capacity (Items 3 
an& 41 above) have been carefully examined. 

, I 
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The power to tax within a metropolitan area 

consisting of two states must necessarily con-
form to the constitutional requirements of both 
of them. This is. a peculiarity of the present 
problem which thus far ha:s not been solved 
anywhere in the United States. Within a single 
state, the law is reasonably well established that 
the power to tax is essentially a legislative 
power, and that it may be delegated to local 
legislative bodies for local purposes as an 
historical . exception to the general rule of the 
non-delegabiHty of the powers of a state legis:.. 
lature. · 

In both states the courts have applied the pld 
political dogma of "no taxation without :repre-
·sentation" to establish the legal principle that 
the delegated power to tax inay be exercis(:ld 
only by or through a popularly elected body .or 
representatives selected by the local legislators 
within and from the )constituency to be taxed. 
The court of appeals in New York has said that 
the power to tax '' cannot be delegated, except 
as the legislature may confer upon the munici-
palities or political subdivisions, which are 
through the local authority'·s representatives of 
the people and participants in the goverpment 
of the state, powers of providing revenue for 
local government and public purposes." G.au,. 
tier vs. Ditmar, 204 N. Y. 20; 27, 97 N. E. 464 
(1912). 

The court of last resort in New Jersey simi,., 
larly has held that the power to tax may not he 
delegated to the governing body of a district 
appointed by the Governor and not chosen 
locally within the area to be taxed. Van Cleve 
vs. Passaic Valley Sewerage Comrnission.ers, 71 
N. J. L. 574, 60 Atl. 214 (1905); Township .of 
Bernards vs. Allen, 61 N. J .. L. 28, 39 Atl. 716 
(1897). 

·These.cases do not, however, limit the·power 
of the iegislature to exercise its power of tax,. 
ation directly, and to create and define a dis~ 
trict of special benefit within which the cost .of 
a public improvement may be assessed either 

· generally or in proportion to special benefit 
realized by individual property owner.s.. . See 
Tide-Water Co. vs. Coster, 18 N.. J, Eq .. 518, 9 
Am. Dec. 634 (1866); Van Cleve vs. Passaic 
Valley Sewerage Commissioners, supra. Taxes 
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$pe,Gially related tQ some public work o:r service 
rrmst th(;):refore be disting11ished as between two 
types: · 

(1) ·Those taxes which are levied .accord-
ing to individ11al benefit-this is the familiar 
special assessment which is 11sed in the case 
of local imp:rovenients ; and 

(2) Those whfoh 1;tre levied according to 
some measure of ability to pay ( such as 
ownership of property ad valorem) but within 
a district determined with reference to 
special benefits-this is the familiar special 
district used to provide municipal services 
such as fire prote.ction, water supply, within 
a limited area of the municipality.· · 

The decision whether to use a special tax. is 
one to be made by the legislature rather than 
the courts, and the courts will not upset it iIJ. 
the absence of a deliberate atterµpt to take the 
property of one group of taxpayers or area for 
the sole benefit of a:nother. See Brewer, J., in 
Illinois Central R.R. vs; Decator, 147 U; S. 190, 
37 L. Ed. 132 (1893), a special assessment 
case. While no interstate bodies are knodn to 
have heel} delegated the power to levy either 
gener;;i,l taxes or special benefit taxes within a 
benefited a:rea, the financing of the waterfront 
commission of New York harbor is· closely 
ana,logo11s in that a special benefit assessment 
is, in effect, levied 11pon the benefited industry.1 

l3eyond the limits fixed by the courts on the 
delegation of taxing power to a bi-state metro-
politan agency, there are specific provisions of 
the constitution of the State of New York which 
impose further limitations. Article VIII, 
Section 3 prohibits the creation of any mu-
nicipal or public corporation, .other than the 
cqnventionalpolitical ·subdivisions (and certain 
others not here pertinent) to which the legis-
lature delegates the power both to contract in-
debtedness and to levy taxes upon real estate. 
The p:rovisioll wa.s placed in tlie Constitution 
in W38 ~P a~ tP eliminate the possibility of 
cre1:tti11g .{l,dditioI;11:!J distriGt corporations like 

1 The' interstate compact provides for the levy, assessment 
and coll,ection of a payroll tax upon the shipping industry, 
y;l:,lJcJ~ shal.l b.e sµfficient together with all .other revenues and 
J:'~.sepve~ oj' ;th!l ,1:JJ-.s:t.l!-te cgrn,mis.sion. to pay Jts cost of admin-
i13J,r,i.t;i9n oj' the c9mpact. Se.e Waterfr,mt .Cpmrn,ission · Come 
P.!l-!c!t, co1,1sent.e<[l t!> py Con.grl;)tlS, August '1~, 1953, «;17 ~tat. 541, 
Art .. XIII. 
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the Albany Port District. That district does 
not have the power to levy taxes directly but· 
may require municipalities within the district to · 
levy an annual tax on real estate directly on its 
behalf.2 . The section does not expressly state 
whether it. applies to public corporations 
created by interstate compact. Article X 
Section 5, on the other hand, which further re.'. 
stricts the authority of the legislature to create 
public corporations· possessing the power to 
contract indebtedness and to collect rentals, 
charges or tolls, expresses _the policy that it 
shall not apply to a corporation created pur-
suant to an interstate compact. 

It is significant that since the legislature 
has all powers· of government not taken away 
by the Constitution, the constitutional limita-
tion in question does not prohibit creation of 
public corporation or district with debt incur~ · 
ring power supported by non-property taxes. 

Within the present constitutional framework 
in the bi-state area, therefore, there are these 
conditions to a direct delegation of taxing 
power .by interstate compact: . · . 

(1) Such a delegation would require that 
the governing body of the bi~state a.gency 
should be popularly elected. The mechanics 
of achieving such election would be excep-
tionally difficult for the reason that the con-
stituency would be spread throughout the 
metropolitan area and within two states. 

( 2) Under the present cons ti tu tion of New 
York, the agency probably would not be per-
mitted to levy a direct tax upon real estate if 
it had the power to incur debt-which it would 
undoubtedly require. · 

(3) An agreement would be required not 
only within but also between the two legis-
latures as well as the two governors on one 
or more non-property taxes to be utilized by 
the agency. .· 

Political experience in both state·s -discour-
ages any likelihood of agreement upon these 
questions of tax policy. Even if agreement were 
possible, it would present difficult tec4nical 

2 T1:is section was const~ued ini BaZzmar,, vs. Impellitteri, 
203 Misc. 486, af'd 281 App. Div. 1023, part. af'd 305 N, Y. 414 
(1953) . <:r.:, Y. City T;ansit Authority); Albany Port District 
Commission vs. National Commercial Bank and Trust Co 
259 App. Div. H5, af'd 283 N. Y, 768 (1940). ., 

prbpletns in the selection of an appropriate tax 
basf, particularly as. follows: 

(i) i the adequacy of the yield; 
(~) l the need to co-ordinate with existing 

, I general tax policy and tax l.evies in the 
, 1 two states; and · 

(8) I the justification of a general tax levy to 
i i support a single facility which would 

i serve an area consisting of only parts 
; of the bi-state taxing jurisdiction. 
i . 

Spm;e.thought has been given to the selection 
of ta:X:ing power peculiarly related to rapid 
transit. All of the alternatives examined under 
this[ h¢acling have been rejected .for two main 
rea~on!

1
s_: either that they presented esoteric and 

theoretical, forms of the exercise of taxing 
powerJ difficult to justify and awkward· to ad-
minister and a nuisance in character· or that 
they c;onflicted with the basic premi~e which 
jus~i:fi:4s the support of rapid ·transit· by the 
tax~ngjpower, namely, that it is of general bene-
fit to !the area . served rather than of special 
ben~fin1 to the nde_rs or to other groups in its 
tota;l iµipact. · 

~rincipal technical consideration in the 
sele;ctipn of potential tax sources, the co-ordina-
ti_o~ o~ tax levies within the area, is especially 
difficult to resolve due to the great differences 
in thej tax systems of New York and New 
J ~r$eY). The State of New York has a widely 
diversified tax base, employing both corporate 
andi individual income taxes~ as well as the 
death )duties, cigarette tax, alcoholic beverage 
levy:, llighway user levies and pari-mutual bet-
ting t~xes upon which New Jersey relies for 
the ;gr~at bulk of its state revenues. Within the 
metropolitan area itself, the City of New York 
em:ploys a general business tax . measured by 
gross receipts, a consumer sales tax and various 
less'3r 1yielding but important miscellaneous ex-

, cis~;ta:xes. on public utilities, cigarettes, horse 
rac~ng; hotel room occupancy, liquor, and motor 
vehtcl~ use, whereas the municipalities in the 
New { ersey. section of the metropolitan area 

' hav~ qnly the liquor license revenues and the 
yielU qf a public utility franchise tax measured 
by gro,ss receipts. In both states the real estate 
tax !is fl, mainstay of local government, and pay-

. i 
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roll taxes are used by the state to finance social 
insurance programs. 

Any delegation of direct taxing power to the 
bi-state agency must necessarily consider this 
difference in the taxing systems of the two 
states, as weU as the general problem of over-
lapping and duplication of taxes in federal, 
state and local governments which has de-
veloped over the past fifty years.3 Granted 
these considerations, potential sources of tax-
ing power and the estimated yields, for the bi-
state agency may be summarized as follows: 

Tax 

( 1) Ad valorem tax levy on real 
estate (maximum rate $1 per 

Estimated 
Annual 
Yield 

thousand of full value) . . . . . . $27,000,000 
(2) Per capita employment tax at 

$5 per job covered by unem-
ployment compensation . . . . . 7,500,000 

(3) Payroll income tax (maximum 
rate one-half of 1%) . . . . . . . . 30,000,000 

The enumeration of these revenue yields is 
not to suggest that the particular taxes are, 
recommended at this time, or that others could 
not be developed. It can be said for them, how-
ever, that except for the real estate tax, they 
are not now levied in either state although the 
City of New York has legal authority to levy 
a payroll tax as part of its rapid transit pack-
age legislation. (Laws of New Yark, 1953, ch. 
202, §§ 25-b and .25-h.) They also could be. 
readily administered together with existing 
taxes on payrolls or property without the neces-
sity of setting up a new and independent ad-
ministrative machinery within the bi-state 
agency. 

Tax Supplements. A further form of direct 
taxing power which avoids the difficulty of 
selecting a new tax for use by the bi-state 
agency would employ the principle of the tax 
supplement. The principle could be applied to 
a metropolitan unit of government with respect 
to existing state and local taxes whose incidents 
can be plainly identified as within the metro-
politan area. The delegation of power to levy 

a See "Overlapping Taxes in the United States," preparea 
for the Commission on Intergovernmental Relations by the 
Analysis Staff, Tax Division, U. S. Treasury Department 
(January 1, 1954). 

a tax supplement would authorize the metro~ 
politan governmental unit to vote an additional 
rate, within fixed limits, upon an existing tax 
base being used by the state, which the state 
would collect along with its own levy and turn 
the proceeds over to the metropolitan unit. The 
supplement would be effective, of course, only 
within the metropolitan taxing jurisdiction. It 
could be carried one step further, moreover, by 
authorizing the metropolitan unit to supple-
ment a tax or taxes being used by constituent 
n;iunicipalities within the area. The alternative 
· of a flat millage on real estate, noted above, is 
one illustration of a way in which the metro-
politan unit would employ a supplemental levy 
on a tax base already being administered by the 
local units. 

The tax supplement provision could permit 
the bi-state agency to raise its total revenue 
by levying different taxes in each of the two 
states, depending upon authority delegated by 
the Interstate. Compact in recognition of the 
different taxing systems prevailing. The tax 
supplement idea would raise all of the difficul-
ties of a delegation of direct taxing power, and 
would have the further disadvantage of any 
novel and relatively untested fiscal device. 
While it might eventually be developed as an 
instrument of metropolitan area :finance, it does 
not appear acceptable for application to the 
immediate problem of financing bi-state rapid 
transit. 

General Tax Policy. The basic difficulty in 
the selection of a suitable tax source to be used 
directly by the bi-state agency is that tax policy 
cannot properly be determined in isolation with 
respect to a single function of government. The 
history of the States of New York and New 
Jersey, particularly with reference to the City 
of New York, and to the needs of the North 
Jersey-metropolitan area, is marked by ex-
tremely • contentious differences of political 
values as to taxation. In New Jersey these 
difficulties have been documented by the reports 
of the Commission on State Tax Policy4 and 
in New York by the recent reports of the Bird 
Commission, the Heald Commission and the 

4 Commission on State Tax Policy, Fifth Report: Taxation 
and Public Policy in New Jersey (1950); Sixth Report: The 
General Property Tax in New Jersey (1953) ; and Seventh 
Report: Public School Financing. in New Jersey (1954). 
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Buttenwieser Commission5 in that order. These 
reports approach the problems of public finance 
from widely varying perspectives, but they all 
emphasize that tax policy must be determined 
concurrently with broader questions of state-
local relations, fiscal and economic goals, and 
the changing budgets of state and local gov-

. ernments. 
In light of the practical and policy consider-

ations fully set forth in comprehensive reports 
made for both states, it is clear that the selec-
tion of a tax source or sources for a bi-state 
agency ih the isolated context of a rapid transit 
study would be unwise even if it were feasible 
to arrive at some concensus of policy from the.se 
comprehensive fiscal reports. There can be no 
doubt, however, that the key to the ultimate 
development of a new bi-state agency as a 
multi-purpose unit of metropolitan government 
will depend upon its ability to finance through 
taxation those services which are not self-
liquidating. Some form of independent taxing 
power for the bi-state agency would obviously 
contribute to this development. Such power 
would have the further advantage •Of making 
it unnecessary to undertake the divisive process 
of allocating or appol'.'tioning the an:µual deficit 
of the agency among the many primary taxing 
districts in the metropolitan areai The direct 
taxing power, as in Toronto, could be used on 
the theory of a general benefit to the area 
justifying the levy throughout the region. A 
further possibility is that properly selected 
independent taxing power from the above 
alternatives, could enable the bi-state agency 

to assume the function of inter~municipal 
equalization of tax burden in relation to serv-
ices provided for the region. But these are 
considerl;!,tions well beyond the requireme11ts of 
a practical solution to the problem before the 
Commission. 

Special .Assessments. Beyond any consider-
ation of general revenues to meet annµal 
deficits, the special benefit assessment for 

.5 Temporary Commission on the Fiscal Affairs of .State 
Government (Frederick .L. Bird, . Chairman) Report (1955) ; 
Temporary Commission on Educational Finances (Henry T. 
Heald, Chairman) Report: Financing Public Education in ;New 
York State (1~56); New York State-New York City Fiscal Re-
lations Committee (Benjamin J. Buttenwieser, Chairman) A 
Report to the Gov.ernor of the Stat.e of New York and .the 
Mayor of the City of New York (November 1956). 

I ! 

capttal! .purposes (which reduces the need for 
anntiali income from other sonrces for debt serv-
ice) i copld be an important source of financing. 

Tp.e ihistory of efforts to finance rapid transit 
by spe¢ial assessment is not encouraging. 'All 
the !experts on public finance are agreed that 
the ine~hod is sound and desirable. Except for 
the ~trtet railway tunnels in San Francisco and 
the i Mpffat Tunnel in Colorado6 all of the 
pub~ic experience has been to the contrary. Yet 
there a!re peculiar considerations in relation to 
a bi+st!te loop which warrant a re-examination 
of t~e µierits of this method of financing part of 
the cost for this special type of improvement. 

The~e is ample evidence of the special in-
ere~se I in land values in the zones centering 
around subway stations, even though informed 
opi~iotis differ as to the effect on land adjacent 
to the Jine. For example : 

i ·; ' ;1, :"The investigations conducted by this 
Boaid disclose that the existing rapid transit 
li:nesJ hav~ at least doubled the value of the 
pto~erty in the areas served, and that prop-
etity ~ocated at stations has everywhere gained 
t}ire¢ times its earlier value.'' (Board of 
Trarlsportation, Communication to Board of 
E~ti:tnate and Apportionment, 1925.) 

:2. i"Figures _show t~1;l,t, timely extensions 
of transportat10n fac1hties cost less than 
the 1enhan:cement of land values produced 
ther~by. In the case of. one of the subway 
e:;#e~sions in New York City the aggregate 
increase in land value of a district extending 
aboult a half mile on either side of the sub-
~~y,j due to the buildin_g of the subway, and 
m e~cess of a normal rise of $13,500,000 was 
ahouit $31,300,000. The cost of the line was 
abo~t $5,700,000. Had the property which 
was benefited. borne this expense through the 
forn:i of. an assessment, after having such 
assessment, there would still have remained 
an aggregate profit of $25,600,000 in excess 
of tlie normal rise in value. . . . In the case 
of s~bways and elevated lines with stations 
several blocks apart, the ;z;ones will be con-
c~nttic about those stops. ~xp~ess. stops 
confer a larger benefit and Justify larger 
zdne6 and heavier assessments." (National 

6 TJe . ~alidity of these projects was upheld by the courts 
respectiv~ly, in Larsen vs. City-County of San Francisco, 
182 Cal. :1, 186 Pac. 757 (1920); Milheim vs: Moffat Tunnel 
Improvei/7,ent District, 72 Colo. 268, 211 Pac. 649, aff'd. 262 U. S. 
711 (11)23)i. 

I 
i 
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Municipal League, Committee on Sources of 
Revenue, Special Assessments: A Means of 
Financing Municipal Improvements, 3rd Ed., 
New York, 1929, pp. 18-19.) 

. 3. '' This type of def erred benefits is well 
illustrated in a survey by the North Jersey 
Transit Commission, undertaken for the pur-
pose of determining the possibility of financ-
ing· rapid transit construction by special 
assessments. · As a hypothetical case this 
commission considered the construction and 
resultant effects of the Hudson Tunnels, 
particularly the effect of the station at 
Journal Square in Jersey City upon the ad-
jacent territory. (Cornick, P. H., in Report 
of the North Jersey Transit Commission, p. 
81. The construction here mentioned was 
privately financed by the Hudson and Man-
hattan Railroad Co., with the Pennsylvania 
Railroad. co-operating. The first service be-
gan in 1908, but the Journal Square station 
was not thrown open until 1912.) It was 
proven that the impetus given to the develop-
ment of the surrounding territory was not 
immediately felt; in fact it was several years 
after the completion of the tunnel before the 
influence of this station became apparent. 
... Other contributing conditions have been 
considered and comparisons have been made 
with similar localities, with the result that an 
excellent case is established in support of the 
contention that the increase in value arises 
from the influence of the rapid transit sta-
tion." (Arthur Rowland Burns tan, Special 
Assessment Procedure, Special Report of the 
State Tax Commission No. 1, Albany, 1929, 
pp. 65, 66, 67.). 

4. Professors Robert M. Haig and Carl S. 
Shoup in reporting to the Mayor's Committee 
on Management Survey of the City of New 
York in ·1953, recommended: 

'' That a strong effort be made to extend · 
the use of special assessments to assist in 
meeting the costs of additional types of out-
lay, for example, to recover part of new sub-
way costs by levies upon increased land 
values attributable to the location ·of subway 
stations and even to cover certain types of 
maintenance costs . such as street repairs.'' 
(Haig and Shoup, The Financial Problem of 
the City of New York, p. 314.) 

The best argument, on principle, against the 
use of special assessments is that the large in-

creases in value adjacent to stations, as else-
where, are reflected in increased assessments 
which enable the municipality to finance its 
costs out of general taxation. The fallacy in 
this view is that it neglects the matter of tax 

· equity among taxpayers who share the general 
tax burden. · It would lead to the conclusion 
that special assessments are neve~ justified, for 
subway stations or any other local improve-
ment. Moreover, the claimed increment in total 
tax base would occur in very different propor-
tions among the counties and municipalities as 
compared with their responsibility for financ-
ing the new rapid transit project. (See Chap-
ter VIII, infra.) 

Special assessments for subway financing 
may no longer be worthy of consideration by 
the City of New York, for many reason~ not 
relevant to a new bi-state loop: the bulk of the 
City's system has long been completed, benefits 
of subway development are so widely diffused 
that federal and state tax systems compensate 
for inequities among taxpayers, and many non-
property taxes affect the distribution of the 
tax burden. 

As to a bi-state loop, however, the weight of 
all considerations favors some use of special 
assessments to finance the cost of station con-
struction:-

1. The benefit is limited and specific. 
2. The distribution of capital cost by a 

metropolitan unit of government would 
be more clearly related to economic gain 
than by any other method. 

3. It could, in combination with other 
measures, avoid the necessity of any 
resort to a general levy throughout the 
metropolitan area. 

4. It would facilitate an allocation of costs 
between rider and non-rider benefici-

.. aries of the system. 

If the policy of special assessments is ac-
cepted as a matter of public policy, it is recom-
mended that the cost of new stations only shall 
be assessed by a proximity method based upon 
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benefit zones established for each of the subway 
stations. Such a method could be applied di-
rectly to property within one-half mile radius 
of the new stations in Manhattan under Plan 1 
or 2, but a special study would be· required to 
establish proximity for the transfer stations to 
be built in outlying areas of New Jersey. For 
these stations proximity might be established 
for communities along the line of railroads 
served by the transfer station. The cost of all 
other construction of trackage and structures 
and right-of-way should be provided by the 
rider or by general revenues of the system. 
Special assessments could be made payable over 
as much as fifty years in recognition of the 
def erred benefit factor. 

The effect of special assessment financing 
would vary to the extent that new subway 
stations are required by the alternative plans. 
Including interest during construction and 
financing charges the costs of subway and trans-
fer stations have been estimated as follows: 

Plan 1 ................ . 
Plan 2 ................ . 
Plan 4 ................ . 

$92,941,000 
49,712,000 
28,750,000 

If these sums were available from special 
assessment, the annual deficit calculated by the 
engineers would be greatly reduced, if not elimi-
nated, as shown by Table 16, in Chapter VII. 
The precise calculations would necessarily de-
pend upon the extent to which construction costs 
not directly part of station cost estimates, but 
essential to station functioning might be in-
cluded in the assessment, as well as upon the 
extent to which special assessment of transfer 
stations in New Jersey might prove feasible. 

The adverse history and the difficulties of 
special assessments are not under-rated, nor is 
financial feasibility dependent upon their use. 
In view of their clear equity and special appli-
cation to a bi-state loop~ 

It is recommended that any new metro-
politan agency be authorized to finance ap-
propriate parts of its cost by special assess-
ment, as it may determine pursuant to law, 
and to call upon its constituent political sub-
divisions to exercise this power of assessment 
on its behalf. 

MANDATORY CHARGES-INDIRECT TAX SUPPORT 

The: purpose of mandatory charges imposed 
by the State Legislatures, as an indirect access 
to the taxable resources of the area, is to afford 
the obligations of the bi-state agency the back-
ing of the governmental power of taxation to 
the extent that the facility did not earn its debt 
service requirements. Several methods to ac-
complish this result, in the absence of direct 
taxing power being vested in the bi-state agency, 
have been considered: 

L A delegation of power to the bi-state 
agency to certify its deficit, in pre-deter--
mined apportionment, to the various mu-
nicipalities in the metropolitan area, which 
would be placed under a legislative man-
date to include the amounts certified in 
their respective local budgets ; 

2. A delegation of a similar power to the 
bi-state agency to certify its deficit to the 
respective state fiscal officers1 allowing 
each state to raise its requirements in such 
manner as it may determine, and to remit 
the proceeds to the agency; 

3. Provision by Interstate Compact for the 
earmarking of certain state or municipal 
revenues, to the extent needed to make up 
annual deficits, combined with alternative 
one or two. 

The first of these alternatives has been 
selected as having no greater legal difficulties 
than the others and considerably more practical 
appeal. Our approach has been conditioned by 
the obvious advantage of avoiding the delay 
and uncertainty of result attendant upon the 
process of constitutional amendments. 

(l) Lending 9f Credit. Both state constitu-
tions prohibit the '' lending of credit'' by the 
state or any municipal corporation to any pub-
lic or private corporation. (New York Art. 
VIII, Sec. 15. New Jersey Art. VIII, Sec. III, 
Par. 2.) In general these prohibitions were 
designed to eliminate the experience of the 19th 
century when state and local governments be-
came financially embarrassed due to the issu-
Jtilce of railroad aid bonds. In both states the 
courts have held that this 1type of prohibition 
does not apply to the borrowing of money or 
the gu,arantee of loans by the state or a munici-
pality for its own purposes even though the 
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purpose is effectuated through the instrumen-
tality of a separate public corporation, for ex-
ample a highway authority or a school district 
[Behnke vs. New Jersey Highway Aidhority, 
13 N. J. 14 (1953); Union Free School District 
No. 3 vs. Town of Rye, 289 N. Y. 469]. It has 
also been established that this type of constitu-
tional prohibition does not prohibit the annual 
levy of a tax or taxes and the appropriation or 
grant of funds derived therefrom by the taxing 
district to another public body for a public pur-
pose of the taxing district [Comereski vs. City 
of Elmira, 308 N. Y. 248, 125 N. E. 2d 241 
(1955); Western N. Y. Water Co_. vs. Erie 
Coitnty Water Authority, 305 N. Y. 758, 113 
N. E. 2d 152 (1953) (repayable advance by Erie 
County to a water authority held not prohibited 
lending of county credit since this was a lend-
ing of its assets, not its credit); Romano vs. 
Hoitsing Authority, 123 N. J. L. 428, 10 A. 2d 
181 (1940)]. 

In City of Camden vs. South Jersey Port 
Commission, 4 N. J. 357, 73 A. 2d 55 (1950), 
the New Jersey Supreme Court had before it 
the validity of an agreement, pursuant to stat-
ute, whereby the city and the· port commission 
entered into a contract under which the munici-
pality would lend to the port commission cer-
tain sums for the purpose of financing a river 
front pier and warehouse to serve city com-
merce. The Commission had power, under the 
statute, to issue bonds from time to time in 
anticipation of the payments to be made to it 
under the contract, bU:t the bonds were not to be 
an indebtedness of the contracting municipality. 
The moneys loaned by the municipality were 
eventually to be repaid by the port commission 
together with interest at the rate of 4 per cent 
annually. In upholding the validity of this 
contract, as against the contention that it vio-
lated the above cited provision of the New 
Jersey Constitution, the court stated flatly: 

"It is well established, not only in New 
Jersey but in most of the states of the Union, 
that such prohibitions do not apply to gifts 
or appropriations or loans to a public cor-
poration to finance a public purpose. Nor can 
there be any doubt in the instant case that 
the defendant Port Commission is a public 
corporation and, that the money advanced to 

it is being used for a public purpose." ( 4 N. 
J., at 368.) 
The courts of New York have similarly up-

held grants by one municipality to another 
where it was of benefit to the grantor, and have 
held that the prohibition as to local lending of 
credit relates only to borrowing by a local unit 
for the benefit of another without benefit to 
itself. [Bogart vs. County of Westchester, 185 
Misc. 561, af'd 270 App. Div. 274, app. dismd. 
296 N. Y. 701 (1946); Union Free School Dist. 
No. 3 vs. Rye, 280 N. Y. 469 (1939) ; Salzman vs. 
Impellitteri, 203 Misc. 486, af 'd 281 App. Div. 
1023, part. af'd 305 N. Y. 414 (1953).J 

Conclusion: In neither state is there any 
constitutional objection, based upon the lend-
ing of credit and gift clauses, to annual sup-
port of a metropolitan district by appropria-
tions from the constituent municipalities of 
which it may be the corporate agency and 
instrumentality for the better furnishing of 
services on a metropolitan area basis. 

(2) Creation of District Corporations with 
Power to Contract Debt and to Levy or Require 
the Levy of Taxes on Real Estate. A provision 
peculiar to the constitution of New York (Art. 
VII, Sec. 3) prohibits the creation of any dis-
trict corporation other than the conventional 
forms of political subdivisions and a few specific 
types of districts ( not including rapid transit) 
which have the power both to contract debt and 
to levy or cause to be levied taxes on real estate. 
The purpose of this amendment was undoubt-
edly to bar the spread of the type of district 
known as the Albany Port District, which pos-
sessed the power to fix its own rates of service 
and to cause real estate taxes to be levied on 
its behalf by submitting an annual budget to 
the two cities in its area which were then re~ 
quired to levy real estate taxes for their pro-
portionate shares. This arrangement had been 
upheld in Callanan Road Imp. Co. vs. McMullen 
Co., 253 App. Div. 424, 2 N. Y. S. 2d 666, affm'd 
280 N. Y. 536, 20 N. E. 2d 7 (1939) and it is 
presumed that the constitutional provision only 
bars the same kind of arrangement. 

Where there is no power conferred to levy 
or compel the levy of an annual real estate tax, 
other than as a remedy for default, it seems 
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clear that this constitutional provision does not 
apply. [(Comereski vs. City of Elmira, 308 N. 
Y, 248, 125 N. E. 2d 241 (1955) (upholding the 
validity of the Elmira Parking Authority ar-
rangement with the city whereby the city obli-
gated itself to turn over part of its parking 
meter revenues to the authority each year to 
defra:y any deficit in the funds of the authority 
available for the payment of its bonds).] Sim-
ilarly, the validity of the legislation of 1953 
creating the New York City Transit Authority 
was upheld even though the City of New York 
undertook, once it acted under the statute, to 
pay the capital costs of the authority for the 
ensuing ten years. The court held that since 
the city was not obligated to impose real estate 
taxes for the payment of its commitments to 
the authority and could levy other types of 
taxes, there was no violation of Article VIII, 
Sec. 3. Salzman vs. Impellitteri, 203 Misc. 286, 
124 N. Y. S. 2d 369, aff 'd 281 App. Div. 1024, 
122 N. Y. S. 2d 787, part. aff'd 305 N. Y. 414, 
135 N. K 2d 543 (1953). 

Conclusion: The. constitutional prohibition 
in New York, relating to public corporations 
with power to incur debt and to levy or re-
quire the levy of taxes on real estate must be 
limited to its known purpose. The constitu-
tion does not cover public corporation of two 
states which could not be created by the New 
York -legislature alone and with power lim-
ited to place a general charge upon local budg-
ets which, in the discretion of the elected 
local governing body, may be paid out of 
non-property tax revenues such as state aid, 
excise taxes, earnings of public enterprises, 
etc. 

.(3) Mandatory Charge by Legislature vs. 
Delegation of Taxing Power. In both states, 
as noted above, the courts have interpreted the 
constitutions to require that local taxation and 
local representation must concur; accordingly, 
the power to tax may be delegated only to 
popularly elected representatives of a duly 
constituted taxing district possessing powers 
of local government. (Van Cleve vs. Passaic 
Valley Sewerage Comm'rs, supra., Gautier vs. 
Ditmars, supra.) Under this rule a consider-
able variety of special districts have been up-
held in both states. The principal requirement 

of these cases is that the power of direct tax-
ation be exercised by elective officers and that 
the tax be spread within the area to be served 
or benefited. 

The .essential quality of the power to taxation 
is not to determine how much shall be spent 
but rather how the public burden shall be dis-
tributed. It is significant that at least one case 
has re-affirmed that such elective officers may 
appoint others with power to certify to the 
elective officers the amount required for a par-
ticular municipal service. (In re Newark 
School Board, 70 Atl. 881 (Sup. Ct., 1907.) 
This practice is followed by metropolitan dis-
tricts in California, Massachusetts and Toronto. 
An approach to the problem via the legislative 
control over taxation in each of the two states 
is most promising. As stated by Judge Cooley 
(The £aw of Taxation, 4th ed., 1924, Volume 1, 
pp. 914-916): 

"Speaking generally, it may be affirmed 
that the rule in most states is that in any 
case in which compulsory taxation is found 
necessary, in order to compel a municipal 
corporation or political division of the state 
(1) to perform properly and justly any of its 
duties as an agency in state government, or 
(2) to fulfill any obligation legally or equi-
tably resting upon it in consequence of any 
corporate action, the state has ample power to 
direct and levy such compulsory taxation, and 
the people to be taxed have no absolute right 
to a .voice in determining whether it shall be 
levied, except as they may be heard through 
their representatives in the legislature of the 
state. On the other hand, the general rule is 
that if the purpose of a tax is local rather 
than general, the legislature cannot compel 
a municipality, county, or the like, to levy 
such a tax nor can the legislature itself levy 
such a tax; and that it is within the power of 
the legislature to impose a tax upon a par-
ticular subdivision or municipality of the 
state when in its judgment it is for the bene-
fit of the locality as well as that of the state at 
large.'' 

Judge Cooley adds, moreover, that in some 
states, including New York, the courts have gone 
further and held "that the legislature has 
supreme power in regard to taxation, and may 
itself impose taxes1 or compel the local sub-
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division to impose them, regardless of whether 
the purpose of the tax is purely local or not. 
. . . " (Ibid.) 

This statement of the law is supported by 
People vs. Flagg, 46 N. Y. 401 (1871) (an act 
requiring the city of Yonkers, without its con-
sent, to issue bonds for raising nioney which 
was to be expended in the construction of high-
ways in the town, in the manner prescribed by 
the act, was held constitutional); and Buchanan 
vs. Town of Salina, 270 App. Div. 207, 58 N. Y. 
S. 2d 797, af'd 297 N. Y. 508, 74 N. E. 2d 460 
(1945) (a franchise tax statute which allocated 
to school districts in towns in Onondaga County 
only, one-third of the receipts of the tax paid 
to towns in that county possessing industrial 
elements, was held valid). In the last cited 
case, the court declared: 

"Next to the police power of the state, the 
least limited of all the powers of government 
is that of taxation. That power is lodged in 
the state legislature which is practically un-
fettered by any. constitutional limitations. 
... Yet despite the absence of any express 
constitutional provisions [requiring equality 
and uniformity] it is true that the underlying 
principle of all taxation is that it must be 
uniform and equal. However, that require-
ment is confined to the levy and assessment 
of the tax, and ordinarily does not apply to 
the distribution or application of the revenues 
derived therefrom. . . . In considering this 
particular question we must bear in mind that 
the legislature was allocating the tax rev-
enues, not solely for a local purpose but one 
in which the entire state was interested, 
namely education. It must be presumed that 
the legislature found conditions in Onondaga 
County warranting the allocation of these 
moneys to the school districts of the towns 
of that county alone, of all the school districts 
in the state .... In this state the apportion-
ment of tax revenues is a matter resting in 
the discretion of the legislature." (58 N. Y. 
S. 2d at 802, 803.) (Accord. People vs. 
Ronner, 185 N. Y. 285, 77 N. E. 1061 (1906).) 

In both states the courts have re-affirmed the 
power of the legislature to impose mandatory 
charges upon local governments, to support a 
local service of statewide interest. See, for 
example, Tobin vs. LaGuardia, 276 N. Y. 34, 11 

N. E. 2d 304 (1937) and 290 N. Y. 119, 
48 N. E. 2d 287 (1943) (City required to pay 
expenses of maintenance of a state regimental 
armory within the city); Gubner vs. McClellan, 
130 App. Div. 716, 155 N. Y. S. 755 (1909), 
(local taxation by New York City to pay salaries 
of certain employees of the Public Service Com-
mission, a state agency, was upheld as a manda-
tory charge for governmental purposes). 

Conclusion: District :financing may employ 
the device of a mandatory charge upon local 
budgets, under state legislative authority. 

( 4) Certification of Financial Needs by One 
District to .Another. Both states have a sub-
stantial history of legislation authorizing 
various public corporations and districts to 
certify their needs. to a primary taxing district 
which then becomes obligated to raise the re-
quired funds and to remit them to the certifying 
body. This is basically an application of the 
legislative control over the use of local taxing 
power as in th!'l mandatory legislative charge 
discussed above. It has been upheld in Mc-
.Aneny vs. Board of Estimate and .Apportfon-
ment, 232 N. Y. 377, 134 N. E. 187 (power of 
the transit commission in New York City to 
require the levy of taxes upheld on the theory 
of the state's plenary power over taxation and 
municipal corporations) ; Zitel vs. Fuhrmann, 
101 Mis. 109, a:ff'd 183 Ap. Div. 448 (1917) 
( certification by trustees of the city and county 
building to the respective political subdivisions• 
for maintenance expense) ; Tobin vs. LaGuardia, 
290 N. Y. 119, 48 N. E. 2d 287 (1943), (trustees 
of an armory building authorized . to certify 
mandatory expenditure imposed by the legis-
lature) ; Comereski vs. City of Elmira, supra 
(support for credit of the city parking authority 
based upon right of the authority to certify its 
deficits to the city); In re Newark School Board, 
(not officially reported) 70 Atl. 881 (N. J. Sup. 
Ct., 1907), (upholding the constitutionality of 
vesting power in a board of school estimate to 
determine and certify the requirements for oper-
a ting the public schools); Passaic vs. Consoli-
dated Police, etc., Pension Fund Commission, 
18 N. J. 137 (1955) (held that state pension 
fund commission could lawfully be delegated 
the power to determine the proportionate share 
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each municipality must bear of the amount re-
quired to bring the fund up to an actuarial 
solvency). 

In the opinion of your consultant, there is 
nothing in the Van Cleve opinion, supra, which 
would bar a statutory plan for support of a bi-
state agency by a certification given effect as a 
mandatory charge on the local budget. In that 
case, the Passaic Valley Sewerage .Authority 
was established by statute, with a board of com-
missioners to be appointed by the Governor. 
The statute provided that the indebtedness of 
the district '' shall be a charg·e upon all persons 
and property in the municipalities or taxing 
districts lying in whole or in part within said 
sewerage district.'' The sewerage commis-
sioners were authorized to determine the 
amount to be apportioned and that amount was 
'' to be assessed upon all persons and property 
within the taxing area, as other general 
taxes. . . . '' The court noted three main 
factors relating to the taxing powers of the 
board of commissioners: (1) that the amount 
to be raised by taxation was in the sole discre-
tion of the commissioners appointed by the Gov-
ernor; (2) that the tax was to be levied on an 
area not coterminus with the sewerage district; 
(3) neither the area of taxation nor the sewer-
age district was a political subdivision or "in~ 
vested with any governmental function.'' 

With reference to these issues, the Van Cleve 
case held that the power of direct taxation for 
local purposes could not be delegated to com-
missioners appointed by the Governor (follow-
ing the leading case of Bernards Township vs. 
Allen,, supra). The court also held that an area 
outside the sewerage district could not be taxed 
to support the sewerage district-another prop-
osition of general application. Beyond this, 
however, the court expressly emphasized that: 

''Nothing in this opinion is intended to im-
ply a lack of power in the legislature to 
effectuate the object expressed in this act by 
means that are in harmony with the funda-
mental principles of taxation, illustrated by 
the decisions I have cited." (71 N. J. L., 
at 585). 

The issues raised by the case did not present, 
and the COU;rt did not consider, a legislative plan 

whereby the governing body of the district 
would be selected by local constituent repre-
sentatives, and the distribution of the tax 
burden would be left to the discretion of the 
locally elected officials, even though the amount 
to be rl'l,ised might result from the action of their 
representatives on the governing body of the 
district. It is submitted that if these factors 
were present, and the district had been con-
stituted as a corporate agency and instrumen-
tality of its constituent political subdivisions, 
with its boundaries coinciding with their bound-
aries, the legislation could have been upheld. 

Conclusion: A provision for certification 
of deficits by a metropolitan district to its 
constituent taxing districts, and a legislative 
mandate to include the amount certified in 
the budget of the respective taxing districts, 
could be drawn so as to satisfy the constitu-
tional requirements in both states. 

REVENUE SUMMARY-CONCLUSIONS AND 

RECOMMENDATIONS 

The legal requirements and practical con-
siderations relating to the revenues of a bi-state 
agency lead to the fallowing conclusions and 
recommendations: 

(1) The engineering projections of net 
operating revenues available for debt service 
leave no possibility of financing purely on the 
earning power of the proposed rapid transit 
system. 

(2) It would be impractical to base financial 
support of a bi-state agency upon voluntary 
contractual agreements with counties or munici-
palities in the metropolitan region, because of 
the very number of governmental units affected 
as well as the special nature of a bi-state loop 
improvement. 

(3) A direct delegation of taxing power to a 
bi-state agency, by concurrent action of both 
states would have obvious advantages in financ-
ing, but it is not recommended at this time for 
these reasons : 

(a) 

(b) 

It would require a constitutional amend-
ment in New York; 
It would legally require the election of 
the governing body of the bi-state agency-
-a complicated and unsatisfactory proc-
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(c) 

ess in the present state of public attitudes 
on bi-state problems; 
The political hazards in selection of a 
tax source for use of such a bi-state 
agency would present unn~cessary obst~-
cles in the way of solvmg the rapid 
transit problem. 

( 4) The use of special assessments to finance 
the capital costs of new subway stations in Man-
hattan, and, if special benefit can be established, 
of transfer stations in New Jersey, is recom-
mended although not essential to successful 
financing of the rapid transit project. 

( 5) The principal revenue support of a new 
bi-state agency should be the power and duty 

of the governing body of the agency to certify 
its income deficits annually to constituent coun-
ties and the City of New York ( according to 
a formula proposed in Chapter VIII). The 
amounts so certified could be made a manda-
tory charge on the local budgets by appropriate 
legislation. Such a form of support could be 
legally sustained provided (1) the bi-state 
agency were established as a corporate agency 
and an instrumentality of the constituent 
political subdivisions; (2) with the members 
of its governing body appointed by the elected 
local legislative bodies, and (3) with discretion 
vested in such local legislative bodies to raise 
.the amounts so certified in any manner they 
might respectively determine. 
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CHAPTER VII 

FORM AND COST OF BORROWING BY A METROPOLITAN AGENCY 

SUMMARY OF THE TYPE OF IssuE PROPOSED 

On the basis of the available credit resources 
already discussed, the type of bond issue that 
is proposed has some of the characteristics of 
a revenue bond and some of a general obliga-
tion bond. It would be a revenue bond in the 
sense that it is estimated that from ½ to ¾ of 
the annual debt service would be paid out of 
the revenues of the new transportation system. 
It would be a general obligation in the sense 
that it would be secured by the power and duty 
of the bi-state agency to certify its deficits to 
the constituent political subdivisions, and the 
income that would result therefrom would be 
produced out of municipal budgets supported 
in whole or in part by taxation. The bonds 
would be issued in serial or sinking fund form 
for a maximum maturity of fifty years. Debt 
service has here been calculated upon an esti-
mated interest rate of 4 per cent per annum, 
and upon a level annual payment for principal 
and interest beginning in the fifth year after the 
first bonds are issued. 

SECURITY 

The bonds would be secured by the revenues 
available to the metropolitan district, as pro-
posed in Chapter VI, preceding. To apply 

. these revenues effectively, the two states shall 
provide by interstate compact for payment of 
annual debt service of the bi-state agency, to 
the extent that net operating revenues may be 
insufficient, out of proceeds of annual certifica-
tion of its deficits to the constituent counties 
and the city of New York, to be included as a 
mandatory charge in the county (and New York 
City) budgets. As the security of bondholders, 
this source of payment would be implemented 
specifically as follows : 

The bonds would be secured by: (1) the net 
operating revenues of the district; (2) special 
assessments for local rapid transit benefits, if 
they are determined and levied by or on behalf 

of the bi-state agency; (3) the proceeds of an 
annual certification by the agency to the con-
stitue:i;it counties and to the City of New York 
of any deficit which shall be apportioned by the 
agency, which shall be budgeted annually, 
financed in any manner the local governing body 
may determine, and paid promptly by each of 
these political subdivisions; ( 4) a provision of 
the compact that the amounts so certified shall 
be a d,irect and general obligation for the pay-
ment of which each constituent taxing district 
in the described metropolitan region shall have 
the power and shall be obligated, unless it makes 
payment thereof out of other sources, to levy 
ad valorem taxes upon all taxable property 
therein, without limitation of rate or amount 
as to the counties in New Jersey and in the form 
of special district benefit assessments by the 
counties of Orange and Rockland and the City 
of New York (the latter as a borough-wide 
special assessment upon all taxable property 
within Manhattan); and (5) a further provi-
sion of the interstate compact that the bi-state 
agency shall have the duty to certify its deficits 
annually, including any amounts necessary to 
replenish its debt service reserve fund and to 
extinguish the balance of any deficit accrµed 
for a prior fiscal year, whether such deficit may 
have resulted from the delinquency of one or 
more Of the constituent political subdivisions 
or from any other cause. 

Items 3 and 4 above would permit the coun-
ties and the City of New York to provide for 
the payment of apportionments of any deficits 
from any revenue sources which are available 
to them, since an apportioned deficit would be 
a general mandatory charge upon the local bud-
get, similar to other mandatory charges im-
posed. by state statute. The recourse to the 
levy of property taxes by the district would be 
available, however, as a remedy against delin-
quency in payment of apportioned deficits. 
Under the proposed method of financing, the 
obligations of the district would not be con,-
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sidered in determining legal debt-incurring 
power of the City of New York, or of the con-
stituent counties in New York State and in New 
Jersey. The use of the special assessment form 
of tax recourse in New York is intended to ex-
clude any such levy from the constitutional tax 
limitation and conform to the constitutional 
restriction on the creation of public corpora-
tions having power to incur and require the levy 
of a property tax, even though the clause in 
question does not apply to an obligation which 
may be paid out of non-property taxes nor to 
the obligation of an interstate agency in any 
event. 

In effect, the security of the proposed type 
of issue would be aided by the local budget law 
in New Jersey and charter provisions in New 
York City compelling appropriations for man-
datory charges. The security would be enforce-
able by mandatory process of the courts, and 
would have an even broader base than the 
ordinary general obligation bonds because it 
would be supported by the joint resources of 
taxing districts in ten counties in New Jersey, 
two counties in New York and City of New 
York for allocated portions thereof. 

MaTURITY 

Although the principle of serial maturities 
is incorporated in the Constitution of the State 
of New York and in the local bond law in New 
Jersey, sinking fund obligations,would be an al-
ternative to a new bi-state agency. Either form 
should be authorized by the interstate compact. 
In both states the practice is to issue bonds 
for a maximum maturity limited to the period 
of probable usefulness of the project for which 
the bonds are issued. It can be readily demon-
strated that the period of probable usefulness 
for much of the construction required by a bi-
state loop will well exceed fifty years, par-
ticularly the tunnel excavation for the north 
and south parts of the loop. While a longer 
maturity results in the larger interest cost, it 
does facilitate the capitalization of the project 
without more than a minimum requirement of 
annual deficit financing. Accordingly, every 
reasonable way of extending the maturity of the 
proposed bond issue has been examined. 

The investment market does not recognize 
any formal limit on the maximum maturity of 
an issue, but there has been a long tradition 
that the maturity of a municipal issue should 
not exceed fifty years. Appendix E contains 
a selected description of revenue bond maturi-
ties, giving examples of the longest duration, 
such as for Tri-Dam Revenue Bonds issued in 
California for fifty years as term bonds. Any 
maturity in excess of fifty years would so handi-
cap the issue as to reflect adversely upon its 
marketability. Our projections of borrowing 
costs have accordingly been made upon a maxi-
mum maturity of fifty years. -

INTEREST RATE 

A firm projection of interest costs is neither 
possible nor desirable. It is obvious that the 
fluctuations in interest rates generally, in the 
supply and demand for investment funds of all 
kinds and the attractiveness of the issue in the 
municipal bond market at the time it is offered, 
as compared with the competition for capital 
at that time, are all vital influences on the in-
terest rate that may be expected.· A major 
factor in the cost of borrowing will be the pos-
sible future demand of states and local govern-
ments for capital funds which will compete with 
the rapid transit issue for the available supply 
of investment funds. It is expected that the 
demand will be heavy. In the metropolitan 
area, the largest needs will be for highways, 
school buildings, water supply and distribution 
systems, sanitary sewerage systems, and public 
housing and urban redevelopment. As against 
this foreseeable demand, it is impracticable to 
estimate the supply of capital in the future 
economy for alternative investment in public 
and private sectors of the economy. 

A guide to the difficulty of basing financing 
plans for the rapid transit improvements on 
any fixed concept of interest rate is furnished 
by a review of the range of indices of municipal 
bond prices over the past ten years. As shown 
in Table 15, the low price, which means higher 
interest rates, is marked by substantial fluctua-
tions in all three of the generally used indices, 
with the highest interest rates appearing in 
1953 and in 1956, If a projection of interest 
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TABLE 15 
RANGE OF INDICES OF MuNICIPAL BoND PRICES 1948-1956 

("HIGH" DESIGNATES HIGH PRICES AND Low INTEREST RATE; 
''Low,'' Low PRICES AND HHrn. INTEREST RATE) 

Item 

1948-High .............. . 
Low ............... . 

1949-High .............. . 
Low ..... '. ......... . 

1950~High .............. . 
Low ............... . 

1951-High .............. . 
Low ............... . 

1952-High ............ ; .. 
Low ............... . 

1953-High , ............. . 
Low ............... . 

195~High .............. . 
Low ............... . 

1955:-High .............. . 
Low ............... . 

1956-High ............... . 
Low ........ ; ...... ·. 

· * Average maturity 20 years. 

Dow-Jones 
Revenue Bonds 

2.36 May 
2.53 Sept. 
2.31 Jan. 
2.53 Oct. 
2.17 Dec. 
2.49 June 
2.05 Feb. 
2.49 June 
2.27 Apr. 

. 2.69 Dec. 
2.71 Jan. 
3.27 June 
2.72 Aug. 
3.00 Jan. 
2.76 Jan. 
2.99 Dec. 
2.89 Feb. 
3.94 Dec. 

costs were being made in December, 1956, solely 
on the then current experience, an interest rate 
of 4½ per cent would have been more ap-
propriate for use as a maximum estimate 

, whereas a projection made in February of 1957 
justifies the use of the rate of 4 per cent. 

The use of the 4 per cent interest rate for 
purposes of projecting the :financing cost is 
justified by the long-term trend of the bond 
market. As compared with the Daily Bond 
Buyer's index of 20 municipals, shown in 
Table 15, it may he expected that the first 
issues of a new bi-state agency to :finance 
rapid transit developments, even though 
supported by the authority of the agency 
to certify its deficits to the constituent taxing 
districts in the metropolitan region, would sell 
at a .lower price, and .higher interest rate, than 
the Bond Buyer average. The 4 per cent in-
terest rate has been assumed as a matter of 
conservatism and especially because of the 

Dow-Jones 
General Obligations 

2.14 Dec. 
2.52 Feb. 
2.06 Dec. 
2.28 May 
1.83 Dec. 
2.20 June 

· 1.72 Feb. 
2.36 June 
2.13 Apr. 
2.46 Oct. 
2.45 Jan. 
3.06 June 
2.24 Aug. 

• 2.52 Jan. 
2.35 May 
2,62 Aug. 
2.44 Feb. 
3.29 Nov. 

Bond Buyer 
General Obligations* 

2.23 June 
2.47 Feb. 
2.08 Dec. 
2.21 (Feb. May) 
1.70 Dec. 
2.07 Jan. 
1.5.8 Feb. 
2.23 June 
2.03 Apr. 
2.39 Oct. 
2.38 Jan. 
3.09 June 
2.26 July 
2.54 Jan. 
2.37 May 
2.63 Aug. 
2.42 Feb. 
3.24 Nov. 

anticipated long average maturities. This is a 
matter of judgment, supported in substantial 
measure by the experience of other metropolitan 
rapid transit issues, which are summarized in 
detail in Appendix F. The Boston Metropoli-
tan district has sold at better than average, but 
the credit of the district is well established, and 
its :financial support fully understood. In the 
case of Toronto, Detroit, Montreal and even the 
general obligations of the City of New York 
and the City of Philadelphia, the net interest 
cost was considerably above the Bond Buyer 
average on the sale date. In the case of revenue 
bonds, of course, the net interest cost was very 
much above the Bond Buyer average ( composed 
of general obligation bonds) on the sale date. 
Such bonds have been issued by the City of 
Chicago, the Cleveland Transit Authority, and 
the City of 'Seattle, to :finance rapid transit 
facilities. The general obligation experience, 
more fully developed in Appendix F, may he 
summarized as follows : 
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MARKET CHARACTERISTICS OF SELECTED RAPID TRANSIT GENERAL OBLI(_}ATIONS 

BoBton 
Metropalitati, Oity of 

Item DiBtrict Detroit 

Rating:, 
, Moody's .············· .••······ .· ....... · ......... Aa A 
S. & P's ............................. : ....... .-..... Ai A 

Average Life .. .................................. '.T 1986 8½ yr. 
Call Feature .................... .. , .•..... , ...... Yes (a) Yes (b) 
Sale. Date ................................ : ........... 1/26/56 8/28/56 
Coupon .............................. ; .... · .. '. ...•...... 2.40% 4% & 3% 
Net Interest Cost .............................. 2.395%. 3.019% 
Bond Buyer Average Sale Date .... 2.48 . 2.90 
Offering Price ··-···········: ..... ; ...... , ....... 1:60-2.50% 2,50-3:00% 
Current Price (3/14/57) ... '..: .... : ....... 3.40% , · 3.25% 

· · (30 yr. bond) (12 yr:.bond) 

Oi,ty of · 
Montreal 

A 
A 
20 yr. s. fund 
Yes (c) . 
5/18/54 
4¼% 
3:93% 
2.49 

5.20% (f) 
(20 .yr. sink- . 
ingfund 
bond) 

Oity of ' . Oity of Municipality 
New York Philadelphia of Toronto 

··A A Aa 
A A A 
7yr. 14½ yr. 3-25yr. 
No Yes (d) . Yes (e) 
9/12/5,6 10/23/56 11/18/53 
3.30% 3¼%to4% 3%to3½% 
3.28% 3A5% · Not available 
2.96 2.96 · 2.60 
2.25-3.30% 2.40-3.75% 2.75-3.50% 
2.25-3.30% · 3.60% 4;75% (f) 
98½ for (30 yr, bond) (20 yr. bond) 
3'sdue 

. 6/1/80 3.10% 

(a) About $18,870,000 due 1975•84 callable at par beginning 1974 through 19'19. 
(b) About $12,748,000 due 1956-63 now callable at from 10~½ to 102. 
(c) Due 1973 cailable 1957 at 102; . . . 
(d) Call provisions vary . .Generally callable from 15 to 30 yel!,r/1 after issue at par. . . . . 
(e) Callable <in 30 days notice at premiums of¾% for each year between redemption and maturity but not·to exceed 2%· or 3%. 
(f) Income from these issues is not tax exempt under the Internal Revenue.Code, 1954. • · • . · 
(T) ·Average life not applicable-final maturity 1986. . . 

DEBT LIMITATION 

If this were to be a pure revenue bond, firm 
covenants affecting future debt incurring power 
would be essential to the marketing of the isimei 
Since· the issue has the characteristics of a gen-
eral obligation bond, however; some assurance 
on these matters should go to enhance its quality 
rather than to the basic marketability. With 
respect to future borrowing, the interstate com-
pact should provide at the outset that the bi. 
state agency shall undertake only such addi-
tional projects as are authorized by concurrent 
action of the two state legislatures. Beyond 
this control, the point is made elsewhere in this 
report that present constitutional and statutory 
debt limitations would not affect a bi-state 

. agency nor would its debt be chargeable to the 
constituent political subdivisions. Some specific 
limitation is desirable, if not for the bondhold-
ers then to reassure taxpayers within•. the 
region. 

Recommendation: The interstate compact· 
· should provide that the bi-state agency shall 
not incur debt which, together with all of its 
outstanding indebtedness, exceeds an amount 

· equal to· $25 per capita of the population or · 
¾ of l per cent of .the full valuation ta:x;able; 

. . . . ' . . . 
included within its jurisdiction; · For the pur-
poses of this: limitation such amount of debt 
as is estimated to be covered by net oper-
ating revenues available for debt service or 
by special assessments, or state or fed.era! 

., aid, should be exempt. · 

DEBT SERVICE RESERVE 

The ability of the bi-state district to me~t its 
debt service charges is assured by its power 
to certify annual income deficits to the. con-:-
stituent municipalities; In the type. of issue 
proposed, however, the only question that mig,lit 
arise relates to a temporary inability of the'·\ 

. district to meet its debt service if there were · 
any delay in payment by the taxing districts to 
which the deficits are certified. ·n is desirable 
to prQvide assurance against this possibility. 

Recommendation: The financing provi-
sions should include power to borrow a suffi-
cient sum to set up an immediate funded re-
serve for payment of debt service. For pur-
poses of projecting debt service costs,. it 
would be prudent to estimate a full year's 
debt service reserve, and, to be conservative, 
not to anticipate investment earnings on this 
reserv('), . even though such earnings will in 

·. fact accrue. 
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DEPRECIATION 

The treatment of depreciation is also of im-
portance in its effect on the financing of the 
project. If the bi-state agency were viewed as 
a private business venture, supported by equity 
capital, it would be appropriate to establish 
depreciation reserves as a proper charge to be 
covered by revenues annually, for the recovery 

· of capital over its useful life. A public body 
supported by taxation, however, does not have 
equity capital, and annual charges to current 
revenues for both depreciation and amortization 
would require the current generation•. of tax-
payers and transportation users, in effect, to 
pay twice for the depreciable assets. If amor-
tization alone is charged to current revenues, 
those who are currently exhausting depreciable 
assets will be paying for them, and when the 
time comes to renew such assets, the necessary 
capital can be provided by new borrowing. The 
latter method has been widely used by 'public 
authorities in New York State, and its validity 
has apparently been accepted in audit reports 
of these and other public agencies. ( See also, 
Chapter III, Tables 9 and 10 and text for the 
practice in other regions.) 

Depreciation accounts may, of course, be 
maintained for bookkeeping purposes even 
though the amount charged for depreciation is 
actually, as a matter of the flow of cash funds, 
applied to annual debt service requirements. 
Beyond this, if an actual depreciation reserve 
is to be maintained, it may be established in 
accordance with the estimates of the engineer-
ing consultants on a 3 per cent0 sinking fund 
basis with a uniform annual series based upon 
an average useful life of the depreciable assets 
of 28 years. The .effect of such a reserve on 
annual deficitsis shown in Table 16 as an alter-

. 'native which might make the bonds more at-
. tractive, but the immediate deficit more costly.· 

ALTERNATIVE FINANCIAL PLANS-NET 
ANNUAL DEFICITS 

The over-all financing of the three· plans 
which have been deemed worthy of recommenda-. 
tion by the engineers, upon the basis of advances 
by the two states, specialassessments, and the 
capitalization of interest during construction, 

as alternatives, with a reserve of one year's · 
debt service set up in each case, are set forth 
in· ~able 16. The basis upon which the Table 
was constructed, and the interpretation of the 

· ref ~rences in the table, follow: 
(1) Amount of bonds to be issued includes · 

amtjunt required for construction, plus debt 
service reserve, capitalized interest during con-
struction where such interest is to be borrowed 
andi financing cost of 2½ per cent. 

(2) Construction period of 4 years with 10 
per, cent expenditure of construction cost the 
first year, 20 per cent the second year, 30 per 
cent the third year, and 40 per cent the fourth 
year, with the funds needed each year provided 
by ~onds, to be issued at the beginning of each 
year of construction, 

(3). The bonds are assumed to bear interest 
at the rate of 4 per cent per annum with the 
principal amortized in annual installments over 
a p~riod of 46 years beginning 5 years .and end-
ing i50 years from the date of the first block of 
bonds, and with approximately equal annual 
payments of principal and interest combined. 

( 4) Plans IA and IVA provide for a debt serv-
ice reserve fund amounting to one year's debt 
service on each issue of bonds, but interest dur-
ing• construction is to be matched by bi-state 
advknces. 

(5) The bonds under Plan I-As,· II-As, and 
IV-is are similar to those under Plans I-A, II-A 
and IV-A in every respect, but it is assumed 
that speeial assessments are levied in an amount 
sufficient to amortize over a 46-year period 
$84,1955,000 (!As), $45,551,000 (IlAs) and 
$26,280,000 (IVAs} of capital cost. 

(~) Plans I-c, II-c and IV-c provide for the 
same debt service reserve fund amounting to 
one! year's debt service, but interest during · . 
construction is capitalized instead of being ad-
vanped by the states. · 

(7) The bonds .under Plans I-cs, II-cs and 
. IV-bs .are the same as those under Plans I-c, 
II-d and lV-c in every respect, but it is assumed 
that· special assessments are levied in an 
amount sufficient to amortize over a 46-year 
period $92,941,000 (Ics), $49,712,000 (Iles) 
and $28,750,000 (IVcs) of capital cost, including 

' . 



TABLE 16 
ESTIMATED ANNUAL DEBT SERVICE, AND RESULTING DEFICITS UNDER 

ALTERNATIVE PLANS OF FINANCING* 

(A.M:OlJNTS IN THOlJSAliDS OF DOLLARS) 

Ii 
., 
!: .. ... .... "". ., ::i" 
., ,g Q),o ... " ., 

"6 ... -;;1 .. Pl" f.1.s " .:I ·gi ~:! c.S eo~ 
fi ;t: 6 _ .. 'E "5~ a g ., " "'"' Pl"" ~, '"$r,, 
:l~ :;:l "" A" Pl ;ii8 i.:! f,il "'~ ~.8 ... e 04) n " .!'! ..,..,, te :!:!fl ... <R t:"' I:* !eA e ... ..... ..... ""' _; ol I 0 ~1: ., .. ::;:;;;:f.! ;!: ]~ ; .. "" gill j! .... :: P:I "' ·st P:I ig, 

.5~ ~8 "" ig, i~ .,~ .. _ ... 
~,!l .f'' 'go 1,A pt_ 

Ill C 0 r,, ... A Ill A Ill A ... 
11,500 (a) I-A ......... 428,000 22,000 461,500 37,000 (b) 1,500 · 14,200 (7,800) 15,700 (6,300) 330 l;,:f 

2l 
I-AS 428,000 22,000 11,500 (a) 461,500 37,000 (b) 4,100 1,500 14,200 (3,700) 15,700 (2,200) 330 ........ 
I-c ......... 428,000 24,000 12,500 40,500 505,000 1,500 14,200 (9,800) 15,700 (8,300) 360 

I-cs 428,000 24,000 12,500 40,500 505,000 4,500 1,500 14,200 (5,300) 15,700 (3,800) 360 
l'!lj ........ 2l 

II-A 296,500 15,500 8,00~ (a) 320;000 25,500 (b) (4,000) (2,600) ........ 1,400 11,500 12,900 232 2l 
C 

(a) II-AS ....... 296,500 15,500 8,000 320,000 25,500 (b) 2,200 1,400 11,500 (1,800) 12,900 (400) 232 t< 

II-c ........ 296,500 17,000 8,500 28,000 350,000 1,400 11,500 (5,500) 12,900 (4,100) 255 

II-cs 296,500 17,000 8,500 28,000 350,000 2,400 1,400 11,500 (3,100) 12,900 (1,700) 255 2l 
l1l 

IV-A 227,000 12,000 6,000 (a) 245,000 19,500 (b) 1,700 8,300 (3,700) 10,000 (2,000) 180 

IV-AS ···••.•· 227,000 12,000 6,000 (a) 245,000 19,500 (b) 1,300 1,700 8,300 (2,400) 10,000 (700) 180 

IV-c ....... 227,000 13,000 6,500 21,500 268,000 .... 1,700 8,300 (4,700) 10,000 (3,000) 195 

IV-cs ....... 227,000 13,000 6,500 21,500 268,000 1,400 1,700 8,300 (3,300) 10,000 (1,600) 195 

,. Alternative construction plans, construction costs, net annual revenufils and depreciation from Report by Charles E. DeLeuw, "Trans-Hudson Rapid 
Transit." (A Report to the Project Director of the Metropolitan Rapid Transit Survey, February, 1957.) 

(a) Interest during construction paid by Bi-State advances and therefore not included in bond issue. 
(b) Bi-State advances used to pay interest during construction. 
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interest during · construction, which accounts 
for the greater assessments as compared with 
Item ( 5) above. 

The conclusions to be drawn from Table 16 
may be summarized as follows : 

(1) Plan 1 annual. deficit could range from 
$2,200,000 to $8,300,000 depending upon which 
alternative method of :financing is employed; 

(2) Plan 2 could be made substantially self-
supporting, under the most favorable circum-
stances, but with the assistance of bi-state 
advances alone could limit the annual deficit to 
$2,600,000. 

(3) In each of the above cases the su,rplus or 
deficit has been stated with respect to net rev-
enues before depreciation. If a depreciation 
reserve were to be established, the annual 
deficits would be increased by the amount of the 
reserve. 

( 4) Interest earnings on investment of the 
debt service reserve would reduce the deficit 
somewhat. 

EFFECT OF MUNICIPAL DEBT AND TAX LIMITS 

Municipal debt and tax limits are imposed 
by Constitution in New York and municipal 
debt limits are imposed by statute in New Jer-
sey. There are no limitations upon the rate 
or amount of property tax which may be levied 
by municipalities in New Jersey. 

Tax Limits 
As a matter of policy, it is neither necessary 

nor desirable that the obligations of the bi-state 
agency should be included as within such tax 
limitations. The mandatory charge on the mu-
nicipal budgets would be imposed by the com-
pact and could be satisfied by non-property tax 
revenues. In effect, therefore, the burden of 
carrying the bi-state agency is placed upon local 
government in such a manner that it could 
well 9e :financed by a special non-property tax 
levied for its support. If such a tax were to be 
levied, it would not be subject to the tax rate 
limitations on property taxes, imposed by the 
New York State Constitution. ,As a matter of 
law, the constitutional limitation (Art. VIII, 
§ 10) does not apply to a tax, even though it be 
on real estate, which is required to be levied for 
state or regional purposes. The limitation is ex-
pressly directed to levies for county purposes, 

for bity purposes, for village purposes and for 
schqol district purposes. It does not apply to 
taxes levied for town purposes or for special 
district purposes, even though both towns and 
improvement districts are recognized by the 
conJtit11tion (Art. VIII, § 3 and Art. X, § 5). 

A! specific exception to the tax limitation is 
pro~ided "whenever the City of New York is 
reql).ired by law to pay for all or any part of 
the cost of capital improvement by direct bud-
getary' appropriation in any :fiscal year.'' [Art. 
VIH:, § ll(a).] While no precedent is avail-
able:, it would seem that the proposed manda-
tory charge to :finance rapid transit could be 
sucli an appropriation "required by law." If 
the 1pity of New York were to :finance the man-

, datory charge as a boro-wide assessment within 
Ma:rihattan, this would alone exempt it from 
the constitutional tax limitation. 

Debt Limits 
T)le debt limitations imposed by statute in 

N e'V Jersey and those imposed by constitution 
and: statute in New York recognize that to the 
ext~nt that it is covered by revenues of a rev-
enu~ producing enterprise, indebtedness in-
cuded for the purposes of the enterprise should 
not! be included in computing the amount of 
outstanding debt subject to · the limitation. 
Siiriilarly, in New York prior to 1938, it had 
been. recognized that indebtedness of a public 
corporation payable out of a special fund not 
fed: by any levy on real estate was to be ex-
cluded in .computing the margin of municipal 
bod-owing power under the constitutional debt 
limitation. (Robertson vs. Zimmerman, 268 
N. Y. 52, 196 N. E. 740 (1935).) Except as the 
con$titution changed the law in 1938, it is ap-
propriate to consider that the common law as 
previously determined by judicial decisions is 
still in effect. Accordingly, it may be concluded 
that obligations of the bi-state agency, which 
are, not issued by any of the political subdi-
visibns subject to the constitutional debt limi-
ta tibns, and which are not supported by any 
ple4ge of a direct tax upon real estate, would 
not iand should not be included in calculating the 
debt-incurring capacity of the City of New York 
with respect to the form of obligation proposed 
in t~is Chapter to :finance bi-state rapid transit. 
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CHAPTER VIII 

APPORT.IONMENT OF DEFICITS 

A. BETWEEN u SERS AND NON-USERS 

Public aid to transportation can no longer 
be considered a public issue. We have "always" 
had it-for ship, canal, rail, air and highway 
transportation, and there is no foreseeable 
lessening of the need.·· The public cost of such 
aid, according to all available evidence, is more 
than offset by its benefits. 

The economic benefits of rapid transit in a 
thickly populated urban area are obvious and 
have heen widely recognized. Thus referring 
to the present tax-supported New York City 
subway system William Zeckendorf, head of 
Webb & Knapp, prominent urban developers, 
declared: "If the subway were to quit tomor-
row, New York would be out of business. But 
with its rapid transit it can grow despite its 
disadvantage in being· the nation's only city 
with a restrictive rent law. Private industry 
should encourage city planning in the transit 
field in every way it 'can for mobility of people 
and goods means life or death for the business-
man.'' ( Quoted in Metropolitan Transit Re-
search, by Werner W. Schroeder, Chap. 6, p.13.) 

A comprehensive study of the Boston rapid 
transit system concluded: 

'' The MTA, as it provides a rapid means of 
access to the central business district, serves 
to retard deterioration and decentralization 
resulting from traffic congestion. Already 
downtown retailers have been moving to the 
suburbs as traffic strangles the area and dis-
courages shoppers. Even businesses in less 
competitive sectors of the economy are . con-
sidering decentralization as they find it more 
and more difficult to attract and retain large 
working forces because of the problems which 
employees have in getting to and from the 
area. The impact · of higher fares, less fre-
quent service, crowded· and unattractive 
equipment on the MTA therefore can only 
intensify the forces impelling businesses to 
move away. In economic terms this means 
depressed land values, mounting tax rates 

and a profound disjunction of the patterns 
of living and economic activity in the entire 
metropolitan area." (Deems, The Problem, 
of Boston's Metropolitan Transit Authority, 
p. 52.) 
In San Francisco, on the basis of a large scale 

engineering study, the following conclusion was 
reached: · 

"It is as the least-cost solution to the trans-
portation requirements of such a regional 
organization of living and working areas that 
we recommend a program of interurban rapid 
transit to supplement and complement the 
regional highways. 
: "The essence of the story is that without 

rapid transit the region .will ultimately pay 
many times its cost in additional hours of 
travel time, in the additional cost of trucking 
goods over highways congested by automo-
biles, in diminished revenues from property 
depreciated by congestion. or swallowed by 
automobile facilities, and in the premium costs 
of urban freeways and parking garages. We 
do not doubt that the Bay Area citizens can 
afford rapid transit; we question seriously 
whether they can afford not to have it." 
San Francisco Bay Area Rapid Transit 
Commission, Report on Organizational and 
Financial Aspects of a Proposed Rapid 

· Transit System for the San Francisco Bay 
Area, March; 1956, p. 10.) 
The Commission in San · Francisco pointed 

out the diversified nature of the benefits: 
''The.benefits are not local. The commuter 

who rides the. transit system to work benefits 
the city where he works, and his employer 
benefits the commuter's town or residence by 
supplying income to the commuter. Passen-
gers traversing any segment of the route are 
benefited by the capital costs of that segment, 
regardless of their place of residence. 
Finally, all passengers profit by the station 
and yard facilities and the water crossings, 
the location of which is unrelated to the tax-
able domicile of the passengers using them.'' 
(Ibid., p. 31.) 
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Public support for tax subsidy to · rapid 
transit comes in this metropolitan. area from 
the long accepted practice of the City of New 
York, and from thoughtful leadership on all 
sides. 

'' The development that we may look for in 
the necessary preservation of our existing 
suburban railroad service is in the field of 
public finance rather than in the field of con-
struction. At some stage in the near future 
we must have public acceptance of the fact 

, that the suburban communities themselves 
will have to meet the cost of e:~isting fixed 
rail service (to .say nothing of any improve-
ments) just as the subway deficits are met 
by the City of New York. 

"The present reorganization of the Long 
Island Railroad, with the communities grant-
ing substantial tax reduction, is a .tentative 
step in that direction. Only on some such 
basis of community support will it be possible 
to reorganize the New Jersey suburban rail-
roads, or to finance and construct any direct 
New Jersey rail connections with a new ter~ 
minal in Manhattan. The problem facing the 
new Metropolitan Rapid Transit Commission 
is, therefore, 1tlmost entirely a problem in the 
field of governmental finance rather than in 
the field of engineering." (Austin J. Tobin, 
Address, 1954, in Regional Plan Association, 
Metropolis in the Making, p. 39.) 

''From the studies of the Mayor's Com-
mittee on Management Survey, I am con-
vinced that urban mass transportation must 
be subsidized. This is justified because the 
benefits of such transportation go not alone 
to the rider or customer, but also to property 
values, ,at the two ends of the journey. [Italics 
added.]. It requires no penetrating analysis 
to show the value of land in the suburbs is due 
primarily to its accessibility to and from the 
center, or to show that the high values at the 
center are due to the possibility of concentrat-
ing there vast numbers through converging 
lines of transportation. I am inclined to be-
lieve that the best way to allocate the result~ 
ing transportation subsidy tax burden is thus 
in proportion to the· value of land. Except 
for this. subsidy, designed to help support 
mass transportation, I would make the port 
self-supporting, except as the national gov-
ernment continues to assume the cost of 

!-, 
dredging, harbor maintenance, coast guard 
ahd lighthouse services, and its system of 
s~ipping and air subsidies." (Luther Gulick 
.Address, 1954, in Regional Plan Association' 
1Jf etropolis in the Making, p. 71.) ' 

i '' Cities are going to have to assist mass 
transit facilities. I am not afraid of the word 
'subsidy~' We are subsidizing just about 
everything under the sun and the people who 
y~ll the most about subsidies are generally 
those receiving· the greatest benefits there-
ftom. The copper producers, the dairy men, 
the wool growers, the cotton producers, the 

• home build~rs, the publishers of newspapers 
a:µd • magazmes, the makers of crockery, are 
all subsidized directly or indirectly. Subsidies 
i1:): one f or?1 or another for mass transporta-
t~on are simply a means of self-preservation 
f9r municipalities." (Walter Blucher, in 

· ~assenger Transport Annual, August, 1953, 
m 33.) 

I 

T!he Possibility of Revenue Financing. De-
spite this acceptance of tax support, the question 
is frequently asked, in one form or another, · 
canpot the rapid transit facility be made to 
sta:q.d on its own feet, that is, cannot those who 
ride the facility pay what it costs 1 This de-
ceptively simple question has a deceptively 
sim'ple answer: To make people pay what it 
cosi;s is self-defeating for the reason that one 
of the broa,d socialjustifications of a new invest~ 
me~t in rapid transit facilities is to relieve the 
urb~n traffic dilemma by inducing people to give 
up the. use of private motor vehicles, or to re-
ma~n on public transportation if they are be-
col)1ing discouraged by poor service. To carry 
this; argument to its. logical conclusion, of 
course, the rapid transit facility should be free 
but ;other public values leave no danger of such 
a p9licy being acceptable. 

I:i;i this connection the New York City subway 
exp¢rience with increased fares furnishes an 
excellent illustration of the effect of the price 
of the service upon its accomplishment in con-
tri~uting to a solution of the urban traffic di-
lemma. When the city subway system increased 
itsJare from 10 to 15 cents in 1950, the effect 
was . to increase subway revenues by about 34 
per cent ($55 million) and not 50 per cent which 
wa~ the ratio of the fare increase. It has been 
estiµiated by the City Administrator's office 

i 
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that the city lost 8 per cent of its traffic or 120 
million rides as a result of the fare increase. 
The loss was concentrated, moreover, in the off 
hours when the extra passengers could have 
been carried for very little extra cost. 

The basic fare proposed by the engineers for 
Plan 1 is 25 cents for cross-Hudson transporta-
tion, with additional fare for transfer to the 
Hudson and Manhattan or to the New York 
City subways if a transfer is required. The 
fare for the Plan 2 loop is 30 cents with a free 
trans£ er to the Hudson and Manhattan and to 
the New York City subways. (See page III-6 
of the DeLeuw report.) Under Plan 3, passen-
gers boarding in New Jersey '' would pay two 
15-cent tokens and have free trans£ er privileges 
to the entire New York City subway system as 

well as to the Hudson and Manhattan service. 
Passengers boarding in New York would de-
posit one token when boarding and another 
when departing from their New Jersey transfer 
stations. The Hudson and Manhattan railroad 
fares would be 20 cents as at present except 
that where free trans£ ers were permitted to the 
New York subway system the fare would be 
increased to 30 cents.'' 

The proposed fare structure is reasonable 
from the viewpoint of maximum rider support, 
as compared with experience elsewhere-in the 
actual price of the ride as well as in the pro-
portion of the cost of the ride which will be 
paid by the user. 

Fares. A comparison of the proposed fare 
with other fares follows: 

COMPARATIVE MUNICIPAL FARES (1955) 
Boston ............................. October 31, 1955 20 cents and 15 cents local 

August, 1954 15.4c. 
August, 1953 13.4c. 
August, 1952 13.6c. 
August, 1951 13.6c. 

Chicago ............................ April 22, 1954 
June 1, 1952 
August 1, 1951 

Cleveland ........................... July 22, 1956 

Detroit ............................• September 22, 1952 
May 15, 1950 

Montreal ........................... September 26, 1952 

New York ........................... July 25, 1953 

Philadelphia ........................ December 18, 1955 

Seattle ............................. November, 19.55 
November, 1954 
November, 1952 
November, 1951 

Toronto ............................ July 1, 1956 

November 1, 1954 

Surface 
20c. 
20c. or 5/85c. 
17c. 
20c. Local 
25c. Express 

3c. Transfer 
Previously 15c .. 

Rapid Transit 
20c. 
20c. or 5/90c. · 
18c. 

20c. and 25c. Express 
15c. 
Central Zone 3/30c. or 12c. cash 
Other zones 5/25c. or 7c. cash 
15c. 
Previously 10c. 
5/90c. or 20c. 
Previously 2/35c. or 18c. 
4/75c. or 20c. + 5c. zone 
3/50c. or 20c. + 5c. zone 
6/1.00 or 20c. 
7 /1.00 or 15c. 
Fares increased by 2½c. to 5c. 

and previous zones merged 
Central Zone 10c. 
Suburban 10c. or 4/30c. 
Previously 10c. or 3/25c. 
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It is thus clear that the proposed fare struc-
faire is well above. the charges elsewhere, but is 
justified in comparison with presen~ co~ts a~d 
quality of mass public transportation m this 
region. . . . 

Rider Proportion of Cost. The proportion of 
the cost to be borne by the rider has frequently 
been set at the cost of operation plus the capital 
cost of equipment, with tax support for the 
:fixed capital investment. Under all three Plans 
proposed for consideration, the riders would, 
if estimates are sustained by experience,. pay 
more than this cost, but not quite as much as 
riders on older systems except New York City. 

· This data may be compared as follows: 
Per. Cent of Total 

Annual Cost Provided 
by Riders' Fares 

System 
DeLeuw Plans: 

Plan 1 ............... . 
Plan 2 .............. · .. . 

Boston ................ . 
Chicago ............... . 
Cleveland ............. . 
Detroit ............... . 
New York City ......... . 
Philadelphia ........... . 
Toronto ............... . 

( See Table 9) 

69% 
80% 

.85.6% 
107.8% 
108.5% 

98.8% 
78.0% 

101.0% 
99.0% 

A strong view within the Mayor's Committee 
on Management Survey proposed that · the 
riders bear only 60 per cent of the . New York 
City subway cost. Among the most carefully 
worked out previous proposals for the New 
York City area, · such as the Delaney Plan, 
users would have paid only 40 per cent of initial 
capital cost plus the cost of renewal of equip-
ment and operations. 

Conclusion. The problem of user charges 
versus taxes presents wide areas of disagree-
ment as among those who have studied the 
problem. In the broader realm of public policy 
it would be very desirable to achieve some com-
monly accepted criteria for the distribution of 
the cost burden, but this cannot be the place to 
indulge in an analysis of the basic issues. Cer-
tain practical criteria, however, may be recog-
nized: 

{a) Public aid to transportation iri general 
is · 1ong established and with respect to urban 

. rapid transit systems,. in particular, it is fully 
docp.mented by the experience of other metro-
polttan areas. 

(b) The City of New York has itself long 
sub 1scribed to a policy of supporting rapid 
traµsit out of general taxation in part, and of 
resjsting, moreover, numerous attempts to ob-
tairi. some of the capital· cost from specially 
ben1e:fited property. . 

( b) The proposal of the engineers requires 
the 1 rider to pay ~s favorable a share of the 
cost of transportation as it is. reasonable to 
expiect on the basis of experience in other areas, 
incl,uding fares charged and construction costs. 

! 
B. AMONG TAXING JURISDIC'TIONS 

The purpose of the improvement is to benefit 
transportation within an area approximately 
:fifty miles from the urban center, but the loca-
tio:tj. of the loop lines is found within a radius 
of 4pproximately two miles from the center of 
thelHudson River-entirely in Hudson County 
on ~he New Jersey side and entirely-in Man-
hattan on the New York City side. While the 
benefits of such an improvement are real and 
substantial in the reduction of travel time from 
sections of the metropolitan area to the center, 
such benefits are neither measurable according 
to the requirements for special assessment of 
the 1 entire cost to benefited areas nor are they 
rec9gnized as sufficiently general to justif_Y a 
uniform tax levy throughout the metropolitan 
arek for the support of the project. In this 
respect, the function of the new bi-s:ate agency 
is to be distinguished from the functions of such 
organizations as the Metropolitan Water Dis-
trict of Southern California, the Washington 
Suburban Sanitary District, or the Toronto 
Metropolitan District, each of which have power 
to !levy direct ad valorem property taxes 

· throughout the area of the district. In each 
of these cases the benefit to individuals and 
property within the entire district is so _ap-
parent and accepted that the support of capital 
and; operating requirements by a general tax 
levy follows as a matter of course, · 

It undoubtedly could be demonstrated that 
the: benefits of an efficient and adequate mass 
tra:nsportation system also have a general effect 
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throughout the metropolitan area. The City 
of New York has long been applying such a 
concept in supporting the capital and (previ-
ously) operating needs of the city subway sys-
tem out of general taxation of the entire area 
of the city, regardless of the expense of subway 
system service in any particular section. The 
city, being a general purpose unit of local gov-
ernment, furnishes such a broad variety of 
municipal services, however, that it is the im-
pact of the total service program and the total 
tax levy in any area which distinguishes it 
from a single purpose metropolitan unit of 
government. For the purposes of the new bi-
state agency, any theoretical argument that 
would justify a uniform tax support throughout 
the metropolitan area must necessarily be 
subordinated to the real and apparent legal and 
political advantages of an equitable formula 
which would apportion the :financial responsi-
bility for the bi-state loop roughly in proportion 
to the benefits its confers. 

We suggest four essential criteria of such a 
formula of apportionment: 

(1) It should allocate cost so as to reflect 
both present use and economic benefit of the 
facility; 

(2) It should be sufficiently flexible to give 
effect automatically to future changes in such 
benefit or use; 

(3) It should be administratively feasible, 
that is, it should be based upon information 
regularly available or obtainable without ex-
cessive administrative cost; and 

( 4) It should give adequate assurance to 
creditors that the required :financial backing 
will always be available. 

Our study of the problem included a careful 
analysis of the method used in all other multi-
community public rapid transit systems. The 
bulk of the experience elsewhere proved to be 
inapplicable for one of three reasons: either 
that the system was operated within a single 
municipality; such as the City of New York, 
or that a multi-community service was being 
rendered by a system which. was owned and 
operated by a single municipality; such as 
Cleveland and Chicago, or the multi-community 
service was being rendered by a general pur-

pose metropolitan district which employs a gen-
eral taxing power such as in Toronto. This 
left the Boston system, among those now in 
operation, as the only system which attempts 
to apportion the cost among numerous munici-
palities in proportion to use. As already noted, 
this method has a number of apparent defects, 
and lacks the condition of a bi-state area on one 
side of which the policy has long been to finance 
rapid transit out of the general tax levy, as in 
the City of New York. In Boston, moreover, 
as compared with the New York-New Jersey 
area, the travel pattern shows substantial re-
verse flow coming from the central city. The 
Boston system, if applied to the present case, 
would merely result in the City of New York 
becoming responsible for approximately one-
half of the annual income deficit for the reason 
that except for a reverse flow, each originating 
commuter who starts a trip in New Jersey is 
matched by a similar originating trip on the 
return leg which starts in New York City. 

In order to arrive at an equitable apportion-
ment basis, it must be recognized that the cen-
tral city area and the suburbs have a common 
interest in the benefits of'transportation in and 
out of the central city, as already noted. This 
interest is the primary basis upon which to 
divide the responsibility between the City of 
New York and the municipalities on the west-
erly side of the Hudson River. For the purpose 
of a gross division of the cost between the 
central and suburban areas, it was concluded 
that general economic measures reflecting bene-
fit would be desirable, and that the subsequent 
apportionment of the share allocated to the 
suburban area, located to the west of the natural 
boundary of the Hudson River, could then be 
made upon the basis of relative use as. well as 
benefit. 

Among the various measures that were ex-
amined, the following four proved to have the 
closest acceptance judged by the criteria estab-
lished above: 

1. Population. 
2. Full valuation of taxable property ( desig-

nated ratables). 
3. Employed labor force. 
4. Municipal expenditures ( designated mu-

nicipal service budgets) excluding debt 
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servrne, education and capital improve-
ments. 

For the purpose of :fixing the several mea-
sures of apportionment, the metropolitan area 
to be served was defined as ten counties in New 
Jersey, the counties of Orange and Rockland 
in New York and the Borough of Manhattan. 
To have used the entire city of New York would 
have distorted the apportionment factors and 
defeated the purpose of the formula. Whatever 
apportionment may be made to the City of New 
York, however, may be treated by the city as a 
city-wide charge or as a borough-wide assess-
ment limited to the Borough of Manhattan, a 
matter solely within the discretion of the city 
authorities. 

· Population. The factor of population is one 
of the most frequently used in efforts to define, 
measure and compare governmental costs and 
services. It has the attribute of an author-
itative record, of being related to the need and 
benefit of mass rapid transit, and of being gen-

erally accepted as a measure of governmental 
responsibility. As shown in Table 17, Man-
hattan had 29.3 per cent of the population of the 
defined metropolitan area in: 1955, according 
to ,estimates of the Regional Plan Association. 
By the time it becomes necessary to apportion 
actual deficit responsibility, however, the 1960 
census will be available and there will be an 
automatic adjustment to any change in the re-
lationship for that year or for subsequent years. 

Equalized Ratables. The use of full valuatio.n 
of taxable property is also a widely accepted 
measure of local ability to support municipal 
services, on a comparative basis. Where the 
assessed valuations can be equalized under 
eff~ctive systems of determining the difference 
between the aggregate assessed valuation in a 
taxing district and the aggr~gate full valuation, 
it has been found that the comparative ability 
of municipalities to support services is reflected 
as fully by these full valuations alone as it 
would be by a more complex scheme of examin-
ing a variety of economic factors. Both the 

TABLE 17 
MEASURES OF ABILITY TO CONTRIBUTE TO tHE SUPPORT OF RAPID TRANSIT FACILITIES 

Populationa Service BudgetB2 EquaUzed RatableBB · Employed Labor4 
Per O.ent of Per Cent Per Cent of Per Cent Per Cent of Per Cent Per Cent of Per Cent 
New JerBey of Met. New JerBey of Met. New JerBey of Met. New JerBey of Met. 

County Total Area Total Total Area Total Total Area Total Total Area Total 

Bergen -------------------- 15.36 10.22 11.12 6.37 20.44 12.46 15.32 9.93 
Essex .............. s ................. .· 22.28 14.82 27.74 15.89 19.17 11.90 22.97 14.90 
Hudson .................... 15.13 10.06 23.57 13.50 8.15 5.40 15.60 10.12 
Mercer ----.--------------- 6.07 4.04 5.22 2.99 5.56 3.43 5.56 3.60 
Middlesex -------------· 7.86 5.23 6.40 3.66 8.88 5.55 7.94 5.15 
Monmouth ...................... 6.57 4.37 4.88 2.79 6.57 3.88 5.39 3.50 
Morris -------------------- 4.69 3.12 3.15 1.81 6.67 3.93 4.25 2.76 
Passaic .................... 8.79 5.85 6.94 3.97 8.35 5.17 9.64 6.25 
Somerset ................. 2.70 1.80 .1.59 .91 3.29 1.97 2.55 1.66 
Union ---------------------- 10.55 7.02 9.39 5.38 12.92 7.58 10.78 6.99 

Total New Jersey 
(10 counties) .... 100.00 100.00 100.00 100.00 

Manhattan ------------ 29.26 39.64 35.23 31.64 
Orange .................... 2.65 1.94 2.13 2.21 
Rockland ................ 1.56 1.15 1.37 1.29 

Total Met. Area .. 100.00 100.00 100.00 · 100.00 

1 Regional Plan Association, August 1, 1956, as of 1955. 
2 Total county and municipal functions excluding debt service, school districts (and school expenses) capital improvements: 

New .Jersey-17th Annual Report of the Division of Local Government, State of New .Jersey, 1954. 
Orange and Rockland counties-Special Report on Municipal Affairs, State of New York, 1955. 
Manhattan County-Annual Report of the Comptroller of the City of New York, 1953-54 .. 

New York City figures are allocated to Manhattan on the basis of the borough President's budget. 
s New .Jersey-1956 Equalized taxable real property. 

New York-1956 fully taxable real estate. 
4 Estimates by Regional Plan Association for 1955, except Mercer County. 
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states of New Jersey and New York now have 
well administered systems of determining the 
full valuation of taxable property and these 
data thus meet the test of regular availability. 
This measure reflects ability to provide support 
from property taxes, as contrasted with popu-
lation which at best reflects ability to provide 
support from excise taxes. 

Employed Labor Force. This measure is in-
tended to reflect the relative weight of places 
of work as distinguished from places of resi-
dence. On a county basis, however, the effect 
of inter-municipal travel to work is spread out 
and minimized in the comparative data. As 
between the two sides of the Hudson River, 
moreover, the relative proportions do not differ 
substantially from population data alone, bei:hg 
68 per cent in. the former and 71 per cent in the 
latter (Table 17) on the westerly side of the 
river. 

Municipal Service Budgets. This measure 
reflects the net effect of policy decisions, eco-
nomic costs, and standards of municipal .service 
in each municipality. Its use as a measure of 
apportionment for responsibility for rapid 
transit would be justified as a criterion of rela-
tive standard of living among the municipal-
ities in the metropolitan area. It is significant 
that as between the New York and New Jersey 
parts, this measure does not add any substantial 
quality that either of the other two measures 
would not provide. Within the New Jersey 
sector, moreover, it is apparent that the relative 
position of each New Jersey county as a per 
cent of the metropolitan area in service budgets 
is not substantially different from its per cent of 
the total population. Since the use of expendi-
ture data to apportion other expenditure obli-
gations would be difficult to explain in a popular 
way, this characteristic of service budgets is 
used not to commend it as a measure of ap-
portionment, but rather to confirm the validity 
of the other two measures. 

Recommendation. Because of their .simplicity, 
equity and flexibility, population and full valua-
tion of taxable property are recommended as 
the basis of apportioning any income deficit 
which might develop annually, as between both 
sides of the Hudson River. 

At present this would allocate the obligation 
as follows: 

Per Cent of Population 

West of the 
Hudson 

(New Jersey 
Counties and 
Orange and 
Rockland. 
Counties) 

(1955) . . . . . . . . . . . . . 70.7 4 
Per Cent of Tax Rat-· 

ables (1955-56) . . . . . . 64.77 
Bi-State Apportionment 

(Average) . . . . . . . . . . 67. 75 

East of the 
Hudson 

(Based on 
Manhattan 

Factors) 

29.26 

35.23 

32.25 

This factor of apportionment on both sides 
of the Hudson River, with roughly one-third of 
the responsibility allocated to the City of New 
York ( on the basis of Manhattan factor alone) 
and two-thirds allocated to the counties on the 
othel'. side of the river, is also broadly justified 
by the intense interest of the central city in an 
adequate transportation system to maintain the 
economic values of the central area, and by the 
heavy interest of the suburban area in the same 
kind of adequate system for the convenience 
of its residents in going to and from work in the 
central area, thereby maintaining the economic 
value of the suburbs as a place to live or work. 
This mutual interest of the two sectors of the 
metropolitan area has been widely recognized 
and accepted. 

APPORTIONMENT AMONG THE COMMUTER 
COUNTIES 

The roughly two-thirds of the total responsi-
bility to be allocated among the commuter 
counties of North Jersey and Orange and Rock-
land counties in New York can most equitably 
be apportioned upon the basis of the total e;ross-
river traffic originating within each of these 

· counties. Consideration has been given to ap-
portionment on the basis of municipalities, but 
any such measure would present the adminis-
trative obstacle of dealing with over 300 differ-
ent points of origin, and the determination of 
the factor would be costly and inconclusive. 
Since the counties are an established taxing 
area .and the economic influence of improved 
mass transportation is .apt to .be well dispersed 
throughout the county, they are recommended 
.as the basic unit of apportionment. 
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The choice of traffic carried by the loop alone 
as against all river crossings represents a 
second area of policy. Since the entire premise 
of tax support is based upon the acceptance of 
the view that there is general community bene-
fit from adequate mass transportation, it fol-
lows that the total number of public passengers 
originating in each county should be the mea-
sure of apportionment and not solely the num-
ber carried on the bi-state loop. A successful 
loop, moreover, will not only be of service to 
those who ride on it, but will be of substantial 
service to those who use highway transportation 
by opening up the highway arteries to the extent 
that.traffic is diverted from road to rail. A gen-
eral benefit element which will reflect area 
growth and potential use can readily be intro~ 
duced by an even weighting for population. 

Recommendation: The West of Hudson 
share should be allocated according to an aver-

age of population and originating trans-Hudson 
River passenger movement according to an 
origin and destination study to be revised once 
every ten years after operation begins. The 
first apportionment would use the 1955 study 
by Charles E. DeLeuw and the above bi-state 
allocation (67.75 per cent West of Hudson 
River and 32.25 per cent New York City) to 
determine the total metropolitan area appor-
tio~ment factors, as shown in Table 18. 

EFFECT OF APPORTIONMENT 

The effect of applying the apportionment 
factors shown in Table 18 to one of the alterna-
tive financial plans, Plan 2-A, is shown in Table 
19. · It is significant that the entire cost of an 
apportioned deficit under the proposed formula 
as shown by the table would not exceed 10 cents 
per $1,000 on the full valuation of taxable real 
estate in the metropolitan' area as a whole. 

TABLE 18 
APPORTIONMENT FACTORS FOR· TH.E NORTH JERSEY-NEW YORK METROPOLITAN AREA 

Trans-Hudson River Passengers on 
· Public Transportation 

Oounty 

Bergen ...................... . 
Essex ....................... . 
Hudson ............ _. ......... . 
Mercer ...................... . 
Middlesex ................... . 
Monmouth ................... . 
Morris ....................... . 
Passaic ...................... . 
Somerset .................. · .. . 
Union ................. · ....... . 

Total New Jersey ......... . 
Orange ...................... . 
Rockland .................... . 

Number Per Oent of 
Originating1 Origins 

65,598 
40,981 
52,117 
2,193 
6,497 
5,796 
6,231 
8,468 
1,820 

19,880 

209,581 
552 

3,329 

30.73 
19.20 
24.41 
1.03 
3.04 
2.72 
2.92 
3.97 
0.85 
9.31 

9.8.18 
0.26 
1.56 

Per Oent of 
. West Hudson 

Met. PopuZation2 

14.45' 
20.95 
14.23 

5.71 
7.39 
6.17 
4.41 
8.27 · 
2.54 
9.92 

94.04 
3.75 
2.21 

Average 
Per Oent of 

West of 
Hudson Total8 

22.59 
20.07 
19.32 

3.37 
5.22 
4.44 
3.67 
6.12 
1.69 
9.62 

96.11 
2.00 
1.89 

Total West of Hudson River 213,462 100.00 100.00 100.00 
New York City (Manhattan) ............................................... . 

Total Metropolitan Area ...................... · .......................... . 

Total Met. ·Area 
Apportionment 

Factor 

15.32 
13.59 
13.08 

2.29 
3.53 
3.02 
2.49 
4.14 
1.15 
6.52 

65.13 
i.35 
1.27 

67.75 
32.25 

100.00 
1 From Charles E. DeLeuw "Basic Data on Commuter Travel Across the Hudson River (A report to the Project Director of the 

Metropolitan Rapid Transit Survey, .January, 1957), Table 24, adjusted to eliminate counts of passengers· unallocated or 
originating outside the metropolitan area. 

2 Computed from population data reported in Table 1, as estimated by Regional Plan Association for 1955. 
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TABLE 19 
Br-STATE LooP DEFICIT APPORTIONMENT ANNUALLY To CouNTIES AND NEw YoRK CrTY 

FINANCING UNDER PLAN II-A 

Total 
Plan II-.A .Apportionment of Deficit 

Counties and New York City 

Met . .Area 
.Apportionment 

Factor .Amount 

Equivalent Tax Rat.eon 
Full Value-· 

Per Thousand* 

Bergen ............................... . 
Essex ................................ . 
Hudson .............................. . 
Mercer ............................... . 
Middlesex ............................ . 
Monmouth ........................... . 
Morris ............................... . 
Passaic .............................. . 
Somerset ............................. . 
Union ................................ . 

Total 10 Counties in New Jersey .... . 
Orange-N. Y ......................... . 
Rockland-N. Y ........................ · 

Total West of Hudson River ....... . 
New York City (Manhattan) ........... . 

15.32 
13.59 
13.08 
2.29 
3.53 
3.02 
2.49 
4.14 
1.15 
6.52 

65.13 
1.35 
1.27 

67.75 
32.25 

$398,320 $.123 
353,340 .115 
340,080 .243 
59,540 .067 
91,780 .064 
78,520 .078 
64,740 .064 

107,640 .080 
29,900 .059 

169,520 .086 

$1,693,380 $.107 
35,100 .064 
33,020 .093 

$1,761,500 $.105 
838,500 .092 

Grand Total Met. Area ............ . 100.00 $2,600,000 $.100 
* On taxable real estate only. 

Among the various counties, the range of 
equivalent tax rate on such taxable full valua-
tion is from slightly less than 6 cents per $1,000 
in Somerset County to a maximum of 24 cents 
per $1,000 in Hudson County. 

Using the same apportionment factor to 
allocate an aggregate railroad suburban service 
deficit of $8,126,000, as developed in Chapter II, 
the resulting burden on the several counties and 
the City of New York averages 31 cents per 
$1,000 of full valuation of taxable real estate in 
the metropolitan area, as shown in Table 20. 
Again the counties vary with a range between 
18 cents per $1,000 for Somerset County and 
76 cents per $1,000 for Hudson County. 

An illustration of the effect of combining the 
deficit from a typical bi-state loop :financing plan 
(Plan 2-A, Table 16) and the railroad suburban 
service deficit (Chapter II) is set forth in Table 
21, on two different assumptions as to the man-

ner in which the railroad tax part of the railroad 
deficit might be handled. The principal effect 
of requiring a municipality to absorb the burden 
of a railroad tax abatement on property used for 
suburban service which is located in the munici-
pality, as compared with allocating the total 
railroad deficit including property taxes on the 
formula basis, appears in Hudson County. As 
shown in Table 21, the equivalent tax rate on the 
full valuation of taxable real estate by the 
former method is $1.659, as compared with 
$0.994 by the latter method. Since tax costs, like 
other costs of operating railroad commuter 
service, are properly chargeable to the entire 
ride, regardless of where the cost is incurred, 
there does not seem to be a reasonable basis of 
requiring Hudson County to absorb a propor-
tion of the railroad deficit represented by the 
fortuitous fact of the location of railroad prop-
erty in that county. 
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Conclusion: The burden upon any one 
county of contributing to meet the deficit of a 
bi-state loop according to the apportionment 
factors proposed would be trivial, amounting 
to the equivalent of $1.00 per year on a piece 
of property having a market value of $10,000. 
The difference under alternative methods of 
financing set forth in Table 16 would not be 
much. If the railroad suburban service 
deficit is also assumed as a public cost, the 

' i 
average burden on the same value of prop-
er:ty would rise to $4 per year, and in a county 
where the apportiomnent produces the largest 

· ari10unt, the burden would be under $10 per 
year on such a parcel of real estate. In any 
ca/se, these figures are only illustrative of the 
burden since each county and municipality 
would be free to raise its apportioned amount 
from non-property taxes or miscellaneous 
re~enues, as proposed in Chapters VI and 
VfI, 

TABLE 20 i 

' 
RAILROAD SUBURBAN SERVICE DEFICIT APPOR#ONED IN EQUIVALENT TAX RATE 

IN METROPOLITAN ~REA 

County 

Bergen ............ ; .. " .. "•· " . , •· • • • • • • • • 
Essex ................... "" ........... . 
Hudson ................... ,. " ........... . 
Mercer ................................ . 
Middlesex ............................. . 
Monmouth .................. " ........... : . 
Morris ..... · .......................... . 
Passaic ............................... . 
Somerset ......•....................... 
Union ................................ . 

.Total 10 Counties in New Jersey; ... . 
Orange ... ,. ............. ; .... ......... . 
Rockland ................. · ............ . 
New York City (Manhattan} ........... . 

Grand Total ....................... . 

! 

Apportionment i 
Factor ' 

(From Table 18) 

15.32 
13.59 
13.08 

2.29 
3.53 
3.02 
2.49 
4.14 
1.15 
6.52 

65.13 
1.35 
1.27 

32.25 

100.00 

I 

Railroad Deficit Apportioned* 

Amount 

$1,244,903 
1,104,323 
1,063,247 

186,085 
'286,848 
245,161 
202,216 
336,742 
93,449 

529,490 

$5,292,464 
109;701 
103,200 

2,620,635 

$8,126,000 

Equivalent Tax Rate on 
Full Value-

Per Thousandt 

$,3:86 
.358 
,.760 
.209 
.200 
.244 
.199 
.252 
.183 
.270 

$.334 
.199 
.292 

·.287 

$.314 
· • The .amount apportioned, $8,126,000, is as estimated by Ford, Bacon & ,navis ,(Report, February 1a, 1957). 

t Taxable real estate. 1 
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TABLE 21 
CoMBINED .APPORTIONMENT OF DEFICIT FROM Bi-STATE LooP (PLAN II-A) AND RAILROAD SuBURBAN 

SERVICE DEFICIT (TOTALING $10,632,000 ANNUALLY) 

Total Counties and New York City Contributions 
With B., B., Tax By Location With B., R, Tax By ,&pporlion-

· of Property ment Fa.ctor 
B., B., Delioit•• 

Before Property Amount :Equiv, Amount :Equiv, 
B., B., Tax Payments Allocated By Taxes, By (Table 19 plus Tax Rate (Table 19 plus. Tax Rate 

Apportionment Location of Apportionment Col, (2) + on Full Value Col, (1) + on Full Value 
Counties and New York City Factor Property Factor Col, (3) Per Thousand* Col, (8) Per Thousand• 

(1) (9) (8) (4) (&) (6) (7) < 

Bergen ....•..•.•....•.•..... ;. $569,444 $30,686 $661,058 $1,090,064 $.338 $1,628,822 $.505 
Essex ························· 505,140 446,895 586,409 1,386,644 .450 1,444,889 .469 
Hudson ·················•--·••··· 486,184 1,417,184 564,402 2,321,666 1.659 1,390,666· .994 
Mercier ························ 85,120 25,932 98,814 184,286 .207 243;474 .274 
Middlesex ····················· 131,210 46,678 152,319 290,777 .202 375,309 .261 
Monmouth ···················· 112,253 30,686 130,313 239,519 .238 321,086 .320 
Morris .................. •·• .. :~ . 92,553 33,279 107,444 205,463 .202 264,737 .260 
Passaic ······················· 153,884 33,280 178,641 319,561 .239 440,165 .329 
Somerset .•...••••••..•.•••.•.. 42,746 25,067 49,622 104,589 .205 122,268 .240 
Union ···············••·••······ .242,348: 71,313 281,338 522,171 .266 693,206 .353 

Total 10 Counties in New 
Jersey ..•...••..••••••• ,. • $2,420,882 $2,161,000 $2,810,360 $6,664,740 $.420 $6,924,622 $.436 

New Jersey State Tax ..••..•• 397,000 397,000 .· ....... 
Orange-New York .......•..• 50,180 58,252 93,352 .169 143,532 .260 
Rockland-New York ••.•••.•• 47,206 54,800 87,820 .248 135,026 .382 

Total ........ , ............. $2,518,268 $2,558,000 $2,923,412 $7,242,912' $.432 $7,203,180 $.429 

New York City (Manhattan) .. $1,198,732 $1,159,000 $1,391,588 $3,389,088 $.371 $3,428,820 $.376 

Grand Total ............... $3,717,000 $3,717,000 $4,315,000 $10,632,000 $.411 '$10,632,000 $.411 

• Full Value means full valuation of taxable real property in, the o.ountiea and in llla.nhattan a.lone for the City of ;New York, ** Deftoit total reported by railroa.ds has been reduced to refteot savings in ra.U operations recommended by Ford, Bacon.& Davis (Report, Februa.ey 13, 11157), 
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CHAPTER. IX 

PUBLIC UTILITY REGULATION AND TAX EXEMPTION PROBLEMS 

The presentation of each of the Plans by the 
engineers and the conversion of those Plans to 
:financial plans in this report have been premised 
upon the exemption of the property of the bi-
state agency from all state and local property 
taxes and the exemption of the operation from 
the jurisdiction of the respective .state public 
utility commissions and of the Interstate Com-
merce Commission. In both aspects, the justi-
fication for exemption lies in the public nature 
of the project, under which the public interest 
is intended to be fully protected. Nevertheless, 

· there are· two special problems which do not 
fit the pattern of public ownership and opera-
tion, as follows: · 

(1) TAX EXEMPTION 

The law in both states is well settled that 
property used for publicly owned and operated 
rapid transit may be exempt from property 
tax. The experience in other states has indi-
cated the desirability of such a policy from the. 
viewpoint of achieving the greatest degree of 
self-sufficiency. The interest of the respective 
taxing districts also lies in the direction of tax 
exemption for the properties of a new bi-state 
loop in recognition of the important contribu-
tion of such a rapid transit facility toward the 
economic growth and development of the region. 
Fortunately, the proposed route of the loop and 
the location: of its stations will not deprive mu-
nicipalities of any substantial source of existing 
property tax revenues. . 

If the new bi-state agency is to acquire any 
operating interest in suburban railroads, with 
a view toward eliminating the suburban rail-
road service deficit, the question of tax exemp-
tion becomes more complicated. The alterna-
tive possibilities of such action are considered 
in Chapter II of this report. As noted in that 
chapter, the most likely arrangement, if any, 
would not entail the transfer of legal title to 
the railroad properties from the railroads to 
the bi-state agency, but would rather present 

a lease by the railroad to the bi-state agency 
of the right to operate suburban service over 
the railroad right-of-way and using railroad 
equipment, on a joint facility basis. Under such 
an arrangement, the property used for railroad 
purposes would not be tax exempt and the cost 
of operation by the bi-state agency would neces-
sarily include property and other taxes levied 

, in both states according to their respective sys-
tems of taxation. 

If the ownership of the Hudson & Manhattan 
Railroad were to be acquired by the bi-state 
agency, its operating and related properties 
would become tax exempt as public property 
under the law of both states. The taxes paid 
by the Hudson & Manhattan Railroad, after 
adjustment for tax concessions granted by J er-
sey City in the interest of continuing service, 
are set forth in Chapter II. 

It is apparent that the bulk of the tax pay-
ments on property now made by the Hudson 
& Manhattan relate to the terminal building in 
New York City. If that building were to be 
acquired by the bi-state agency, as part of the 
acquisition of the railroad, it may be antici-
pated that the bi-state agency would remain 
liable for the property tax imposed by the City 
of New York, either directly or by some in-lieu 
f orin of payment. 

( 2) INTERSTATE COMMERCE COMMISSION 
AND STATE REGULATION 

Each of the states is fully competent to agree, 
by interstate compact, that the operations of 
the bi-state agency shall be exempt from the 
regulatory jurisdiction of the respective State 
Public Utility Commissions. Beyond this, a, 
substantial problem is presented by the pos-
sible application of the Interstate Commerce 
Act. This would be a particularly pertinent 
matter if the New York City Transit Authority 
were to be considered as the operating agency 
for the bi-state loop under Plan 2, pursuant to 
contract with the bi-state agency. The city sub-
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way system is :n,ow exempt from the f edetal 
regulation and it would undoubtedly prefer to 
avoid operating the bf-state loop if such opera-
tion were to subject it to such regulation. . 

A careful examination of the °federal statutes, 
United States Supreme Court decisions under 
it, and the applicable Interstate Commerce 
Commission decisions indicate that there is 
ample precedent for the view that the new 
facility should not be subject to the jurisdiction · 
of the Interstate Commerce Commission; Such 

· jurisdiction could, of course, be foreclosed by 
appropriate legislative action by the Congress 
in approving a new interstate compact. 

The basic statutory exclusion presently reads 
like that in the Transportation Act of 1920, . 
which excludes ''street, suburban, or interurball 
electric railways, which are not operated as_ .a , 
part or parts of a general steam railro_ad sys-
tem of transportation.'' (Transportation .Act 
of 1920, c. 91, s. 402, 41 Stat. 478. Title 40, . 
Transportation, s. 1 (22) U.S. C. A.) In inter-
preting this statutory exemption the courts and 
the I. C. C. go into much factual detail to deter- · 
mine whether or not the line is in fact part of 
a steam railroad system. The word ''steam'' 
is, of course, given little significance. The de-
ciding point is whether or not the city or inter-
city line is part of the larger national railroad 
system which the whole set of I. C. C. laws was 
designed to foster, control and protect. It is a 
question of the intent of Congress, no,t of ge~~ 
eral principles of law. Certain of the mam 
characteristics of lines which are usually e~-
cluded from the jurisdiction of the I. C. C. have 
been established by the courts, particularly in · 
the Omaha, Yonkers, Piedmont and Chicago 
cases, which may be summarized ~,s follows : 

Railroads are excluded fro,m the. jurisdiction 
of the I. C. ·C. on the grounds that they are 
urban, suburban or interurban, and not part of 
or connecting to larger interstate lines where 

. they have all or most of the following character-
istics: 

1. They are predo_minantly for passenger 
service; . . 

2. Transfer between the "local" line ·and;the 
trunk railroads is difficult, i.e., passengers 
must alight from cars and/ or buy new 

· tickets, freight must be transhipped be- . 
cause standard railroad cars do not fit the . 
rails. This is very significant; 

3. · The ownership, operation and finances of 
the line are distinct from any other larger 
line. Such facts as joint operation of sta-
tions and tracks, joint use of employees, 
joirit publicationof part!'$ of train sched-
ules tend to hook the smaller lines into the 
larger; . . · . .· 

4. Revenue from interline traffic is small (in 
H. & M. case, ·22.97 per cent was considered 
high in light of other facts) ; . · 

. 5. A significant proportion o~ its track~ are 
in or under city streets (m the Chicago 
case, 14.66 per cent was considered suffi- . 
cient in light of other facts) ; . . 

6. The number of cars in the trains are not 
high (in the Chicago case passenger trains 
ran from one to five cars, freight up to 
20); 

7. Passenger .stops are made frequently in 
relation to the number of miles traveled; 

8. · The line is not in direct competition with· 
interstate railroadlines. 

In the Omaha case, Omaha vs. I. C. C. and 
U. 8., 230 U.S. 324 (1912), the.court considered 
an intercity passenger railroad which was oper-
ating interstate, a significant parallel to the 
proposed .bi-state loop. · This case is important 
because it discusses both the intent of Congress 
·in framing the original I. C'. C . .A.ct· and also t~e 
meaning of the term ''railroad,'' as defined m 
the case. In the first place, the court maintained 
that "railroad" could not be divorced from the 
statutes in whichit is used. "The meaning of 
the words is to be determined by const1'.uing 
the statute as a, whole." Ibid., at 325. There-

, fore, the main question becomes; d!d Congress 
intend that street railroads runmng between 
states be controlled by the statute? There is no 
discussion· as to power. Congress had the 
power, it is silently assumed; did it have the_ in-
tent? In brief, the answer was no. The court 
maintained that Congress intended to correct 
certain "mischief "-"pooling, :rebating and 
discrimination" by the control of certain "busi-
ness." The "business"' controlled included 
only '' railroads proper'' and not '' str~et rail-



74 Pu:BLIC UTILITY REGULATION. A~D TAX EXEMPTION . ! 

roads'' which had not been·accused of carrying 
on these practices~ 

fo. the Yonkers case, Public Service C ommis-
sio'n of New York vs. U. 8., 323 U.S. 675 (1946), 
a small interurban railroad was held to be 
within the jurisdiction of the Interstate Com-
mer()e Commission because of its physical, ad-
ministrative and :financial relationship to the 
New York Central Railroad. The key factors 
were not so much that the operation was com-
pletely intrastate, but rather that' it was inte-
grated to the service and operations of the New 
York Central's· Putnam Division:. 

In the Piedmont.case,· F'ri,edmont and Northern 
Railway Company vs. I. 0. C. and U. 8., 286 u: S. 299; 1115 (1931), a wholly electric rail-
road· engaged in carrying freight and pas~en-
gers between cities was found not to be exempt 
for the reason that. it was connected directly 
with and was operated as part of a main rail-
road system in competition with · interstate 
carriers under the Act. The ·company pre-
viously owned .and operated two separate and 
disconnected lines of railway, one in South 
Carolina of about 100 miles, and one in North 
Carolina· of about 26 miles. The extensions in 
questioninvolved some (1) 53 miles to connect 
the. northern terminal of the South Carolina 
with the southern terminal of the North Caro-
lina line, interstate; and (2) ·75 miles from the 
northern line to a new . terminus, intrastate. 
The question of the exclusion: paragraph as 
applied to any railroad was admittedly a ques-
tion of degree arid fact .. 

Rober.ts, J. went into the facts in the manner· 
of·· the Omaha case. · He considered the type of 
traffic, which was largely freight, percentage·.· 
of track laid in city streets (2.25 per cent), t,he 
fact that the tracks were of standard railway 
gauge, a considerable extent of foreign line car 
flow, that train lengths may run to 65 cars with 
trains of 40-50 cars as "usual," ·the fact that 
through and local freight trains operated in the 
same manner as· steam railroads, · the 'fact that 
methods of business solicitation;. membership 
in traffic organizations and traffic published and 
concurred in are national in scope, and the fact 
that it now connects with a large maiuline rail-
road, and with riew connections it' would become 
a · connecting link in a new through trunk line 

' I , . . • 

stropgly competitive with existing trunk lines; 
· . .A;s to the" distinguishing features of a 'street 

or al s'uburbaii electric rail~ay' under the Act": 
i "These are essentially local; are funda-

m!entally passenger carriers, are to an incon-
siderable extent engaged· in interstate 
carriage~ and transact freight business only 
i:d.ciden:tally and in small volume. The record 
i:d.dicates that prior to 1920 · such street or 
s't!i.burban railways.·had grown in many in-· 
sjances as to link distinct communities, and · 
t:ij,at· in addition so called interurban lines 
w:ere constructed from ,time to time; to serve 
t:ij.e convenience of two or more cities. But 
tlie characteristics of str,eet or suburban rail-

. wjays persisted in these interurban lines.'' 
(;86 U. S., at 307.) · · . · • 

I • · 'Tpe Chicago case,.Qhicago North Shore and 
Milwaukee Railroad Co., 219 I. C. C.135 (1936), 

· is ~erhaps most apposite to the proposed bi-
state loop.· The question wa,r: Is this railroad 
exekpt under the· provisions of the· Railway 

I . . 
Laqor Act, as amended June 21, 1934, S. 1 (1)? 

i . ' . 

i '' The term . 'carrier' shall not include any 
street interurban or suburban electric rail-
-ways, unless such.railways are operating as 
afpart pf a general steam railroad system of 
t~ansporta tion. . . . 

i . . 
T:he railroad was found to be a street inter~ 

urbrn railroad within the provisions of the A.ct 
and: thus exempt from the I. C. C. The facts 
found .indicated: The railway was electric 
po~ered, with none of its securities owned by 
a steam railroad; it ran from ChiGago, Illinois, 
to ¥ilwaukee, Wisconsin, a distance of 96.67 
niil~s, and with branches a total of 138.38 miles 
of line; its operation into Chicago involved 
shai'ing elevated or raised tracks used in com-
mon with the Chicago Rapid Transit Company, 
whiph then performed the iocal service and with 
city! lines in three other cities, a total of 14.66. 
per icent of the t.otal miles of the line was in city 
str~ets; bridges; tracks, etc., were not suffi(}ient 
to :iJ:ermit steam railroad operation on part of the 
line1; approximately 80 per cent of the revenue 
was! from passengers, 20 per cent from freight ; 
the (t,rains range from single cars to four: or five 
cars · which are smaller than · steam railroad 
pas~enger cars ; parlor buffets· where meals are 



IN'TERSTATE CoMMERCE CoMMISSION 75 

served on trays were on some trains; interline 
tickets were sold but accounted for only 1.7 per 
cent of passenger business. There were 202 
passenger stops between Chicago and Mil-
waukee, only 11 per cent of total revenue from 
interline freight; it was impossible to handle 
carload freight in standard equipment on 3'1.47 
miles of line or 22.73 per cent of total route 
miles because of physical conditions or fran-
chise restrictions which prevent handling of 
freight to or from either of the principal ter-
minals, Chicago and Milwaukee; and there was 
no interchange connection with any of the steam 
railroads in Chicago or Milwaukee. 

In another case, the Hudson and Manhattan, 
which is one of two railroads considered whose 
freight revenue was less than this railroad's 
carried no freight but was distinguished be~ 
cause 22.97 per cent of its total passenger rev-
enue is derived from interline traffic; because 
it has a joint operating agreement with the 
Pennsylvania Railroad, and it operates a down-
town passenger terminal for that carrier in New 
York City. The New York, Westchester and 
Boston Railway Company, the other railway 
with less freight than the Hudson and Man-
hattan,_ 4.2 per cent of total revenue, and be-
cause 1t was owned by the New York, New 

Haven and Hartford, was found to be part of 
that system and hence it was not excluded. 
Using similar reasoning, the Hudson and Man-
hattan has been found not exempt from the Rail-
way Labor Act, as amended in 1934, that is, 
due to its close operating affiliation with the 
Pennsylvania Railroad, including participation 
in joint fares, joint operation with a trunk line 

. railroad. (Hitdson and Manhattan Railroad 
Company, 216 I. C. C. 745 (1936).) 

Based upon these authorities it may be con-
cluded that: 

Conclusion: A new bi-state loop and its 
operations would be exempt from the juris-
diction of the Interstate Commerce Act and 
from the various. collateral statutes which 
similarly exempt suburban or interurban 
electric railways which are not operated as 
a part or parts of a general steam railroad 
system of transportation. If the bi-state 
agency were to take over the Hudson and 
Manhattan Railroad, and if its operations 
were to continue to follow the present pattern 
of relationship with the Pennsylvania Rail-
road, however, the Hudson and Manhattan 
phase of the bi-state operation would be sub-
ject to the I. C. Act and similar legislation in 
the absence of a specific exemption by the 
Congress. Such an exemption might properly 
be provided by federal legislation. 
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could by compact with the approval of Congress 
achieve metropolitan governmental purposes 
through machinery which would not be avail-
able to either of them alone under their respec-
tive state constitutions. Thus far, the decisions 
of the United States Supreme Court clearly 
establish that compacts serve as contracts be-
tween sovereign. states and that the compacts 
are superior to subsequent legislation of either 
state and may not be unilaterally overruled or 
abrogated. Beyond this, two theories have 
appeared in the cases: One that an interstate 
compact is equivalent to a treaty · between 
sovereign powers and is. for that reason not 
restricted by internal limitations on the 
domestic legislation of either state; and, second, 
that it becomes a federal law by reason of Con-
gressional consent and as such it becomes· the 
"law of the land" under the Supremacy clause 
of the federal constitution. Some support is 
found for one or the other of these theories in 
the opinions of the Supreme Cou:rt, but on the 
two principal occasions when actual precedents 
could have been so established the cou:rt held 
that there was no conflict between the interstate 
compact and the provisions of the state con-
stitutions in question.· 

Conclusion:. We have accordingly pro-
ceeded upon the premise that a new metro-
politan district formed by compact between 
the states of New Jersey and New York 
would be obliged to fit the constitutional re-
quirements not only of one state but of both 
states. 

In both states, the common law control of the 
legislature over the organization, property,. 
powers and finances of special· districts is well 
established. · There is no constitutional home 
rule in New Jersey, and the.courts of New York 
have repeatedly held that under the home rule 
provisions of the constitution. of that .state the 
legislature may deal specially with the matter 
of rapid transit for the City of New York, that 
being a subject which is at least concurrently 
a matter of state concern, if it be also a matter 
of the "property, affairs of government" of 
the City of New York. The legal questions are 
presented primarily by a few specific clauses of 
the state constitutions. The key matters of 

revenue sources and the form of obligations, 
as affected by these constitutional provisions 

. 1:1,nd practical .considerations were the subjects 
· of Chapters VI and VII. 

RECOMMENDATION 
' 

In view of the foregoing considerations, and 
the task to be performed as outlined in the 
preceding chapters of this report, it is recom-
mended: 

That the two states of New Jersey and New 
York enter into an interstate compact to in-
corporate a "metropolitan district of New 
York and New Jersey," with power to plan, 
construct, finance and operate trans-Hudson 
rapid transit facilities and services in the 
region as well as such other facilities and 
services as authorized by the legislatures of 
the two states. Such a compact would pro-
vide that each service and facility shall be 
financed by or within those political sub-
divisions of the region specially benefited or 
served, or in such other manner as the legis-
latures of the respective states may provide 
by concurrent legislation. 

(1) Name: Metropolitan District of New 
York and New Jersey. · This name is intended 
to be broader than the subject of rapid transit 
for two reasons: First, it will be adequate to 
encompass all future developments of metro-
politan area functions which may .he committed 
to it;.and second, such a name may well enhance 
the credit standing of the metropolitan district 
as compared with one specifically identified as 
a rapid transit service area. 

(2) Area: The boundaries of the district 
should at the start include the ten counties in 
New Jersey, Orange and Rockland. counties in 
New York, and the City of New York, as a basis 
for proceeding on the rapid transit question. 
If a railroad suburban service deficit plan as 
described in Chapter II of this report is not 
adopted, Mercer County might be omitted. It 
should be contemplated that eventually Duchess, 
Putnam, Westchester, Nassau and .Suffolk 
counties in New York and Fairfield County in 
Connecticut might he added to the district, de-
pending upon the legislative determination of 
the scope· of services it is to perform. 
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(3) Corporate Form: The district shall in-
corporate the inhabitants of the territory de-· 
scribed within the above area as a body politic 
and corporate, the municipal corporate agency 
and instrumentality of the two states and of 
each of the political subdivisions heretofore 
existing within the described district for the 
better discharge of their respective responsi-
bilities of local government. 

This form of incorporation will take advan-
tage. of the implications of the decisions of the 
courts already summarized, and should satisfy 
the constitutional limitations already discussed. 

( 4) General Powers: The district will re-
quire the usual array of corporate power of 
management and administration. Beyond this, 
its procedures, accountability and internal re-
lationships should be established. These would 
not be substantially different from the familiar 
requirements of public authority legislation in 
both states. 

Rapid Transit: The detailed development of 
the scope, limitations and control of the powers 
of the metropolitan district must necessarily 
await the decisions of policy by the Metro-
politan Rapid Transit Commission and by the 
legislatures of the two states. Nevertheless 
the following powers would be the minimum re-
quired to carry out a comprehensive program· 
of rapid transit improvement: · 

(A) To adopt and effectuate a comprehensive 
plan for the development and improvement of 
mass public rapid transit for cross-Hudson 
River commuters and other suburban traffic, 
and as need and feasibility is demonstrated for 
Westchester and Long Island traffic; 

(B) To acquire or lease the Hudson & Man-
hattan Railroad; 

(0) To negotiate with the federal govern-
ment for grants which may be lawfully avail-
able to finance or assist in financing the cost 
of pre1)aring detailed plans and specifications 
for the proposed rapid transit plan; 

(D) To construct, finance and operate the 
recommended loop system for rail rapid transit 
and such other projects as may be authorized 
by concurrent action of the two state legisla-
tures; 

(E) To acquire by purchase, grant, lease or 
otherwise such privately owned railroad prop-
erties within the metropolitan district as are 
used exclusively for passenger service and to 
contract for the operation of such facilities by 
or on behalf of the district, provided that this 
power may be exercised only with the consent 
of the railroad affected; 

(F) To negotiate, execute and enforce con-
tracts and other arrangements for the prompt 
construction and financing of all new facilities 
required to carry out the rapid transit plan; 

( G) To acquire, contract with, and support 
buses, parking facilities and other appurte-
nances to a comprehensive rapid transit service; 

(H) To operate or contract for the operation 
of the projects, facilities and services which it 
may acquire or control; 

(I) To fix standards of service and of opera-
tions and to determine in its complete discre-
tion the fares and other charges upon all prop-
erties within its jurisdiction; 

(J) To negotiate and enter into contracts 
with the New York City Transit Authority for 
the use of tracks, equipment, stations and ap-
purtenances owned or controlled by the district 
or by the transit authority, for the sharing of 
fares where necessary and for the operation by 
the New York City Transit Authority of trains 
and services provided by the district. 

(K) To exercise its power to contract and 
acquire property for any and all of the foregoing 
purposes, and to make and enforce reasonable 
rules and regulations governing the use of its 
facilities and properties. 

Financial Powers: The district shall have 
the power to issue its bonds and other obliga-
tions upon its full faith and credit, pledging its 
properties and revenues and all tax resources 
directly or indirectly available to it, as security 
for the paymentthereof, and to fund and refund 
its indebtedness as its best interest may appear. 
The compact shall provide that its bonds and 
other obligations shall not constitute an indebt-
edness directly or indirectly of the State of 
New Jersey or the State of New York or of any 
political subdivision within the district. 

The district shall have the powers of fixing 
its own rates and charges and raising revenues 
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as previously described. Its property, rev-
enues, net income and activities shall be exempt 
from all state and local taxation by or within 
either state. Its operations shall also be exempt 
from the jurisdiction of the public service com-
mission in the State of New York and the public 
utilities commission in the State of New Jersey. 
Its rates and services shall also be exempt from 
any and all municipal regulations or control in 
either state. · 

The security, form and cost of borrowing by 
the metropolitan district were considered in 
Chapters VI and VII. It is submitted that the 
recommendations of those chapters will provide 
a constitutionally sound, financially practicable 
and politically feasible plan of financing. Due 
to the lack of precedent for the particular plan, 
it will undoubtedly require the frequently used 
legal test suit to assure marketability of the 
bonds. 

Governing Body 
The nature of the bi-state agency as a metro-

politan district will substantially determine the 
character of its governing body. The legal and 
financial problems previously discussed justify 
two recommendations: 

(1) That the governing body of the district 
be appointed by popularly elected local legis-
lative representatives (unless they are them-
selves elected by direct popular vote-a 
procedure not recommended). 

(2) That the appointment of representation 
be sufficiently flexible to facilitate the entry of 
additional counties, and sufficiently weighted 
for population to reflect the interest of the 
central city. 

Direct popular election of members of the 
governing body of the district will be required 
if it should ever be delegated the power to levy 
direct ad valorem taxes, unless the constitutions 
of the States of New York and New Jersey are 
amended to authorize the delegation of such 
taxing power to an appointive body. Since the 
recommendation is that direct taxing power is 
not necessary for the time being, the district 
may be organized under a plan of indirect 
popular election, that is, through the election 
of representatives to the metropolitan district 
governing body by each of the elected local gov-
erning bodies of the counties and of the City 

of New York, to serve on the council of the 
metropolitan district. 

The members of the council of the metro-
politan district should be chosen, respectively, 
by the boards of chosen freeholders of the sev-
eral counties in New Jersey and by the city 
council of the City of New York. There is no 
method of apportioning such representation 
scientifically. The commonly used basis of 
population would give the City of New York 
either twice as many councilmen as the New 
Jersey total (if the total city population were 
used) or half as many councilmen if the popu-
lation of Manhattan alone were used. In the 
present state of development of bi-state co-
operation, moreover, some recognition may well 
be given to the state line, even though it is to be 
hoped that eventually this will not be a per-
tinent consideration in metropolitan area gov-
ernment. Accordingly, it is proposed that the 
council be comprised of 32 representatives from 
the central city and from the suburban areas, 
appointed as follows: 

New Jersey Counties-Total. .... '16 
New York City .. .. .. .. .. . .. . .. 14 
Orange County . . . . . . . . . . . . . . . . 1 
Rockland County . . . . . . . . . . . . . . . 1 

The above representation among the New 
Jersey counties would then be divided in recog-
nition of the present and potential population 
as estimated by the Regional Plan Association, 
on the basis of one representative for each 
500,000 of population, or major fraction thereof, 
estimated for 1975, provided that each county 
shall be entitled to at least one representative: 

Estimated Population 
New Jersey Counties 1955 1915 Representation 

(000) 

Bergen ........ 655 1,100 2 
Essex ......... 950 1,100 2 
Hudson ........ 645 600 2 
Mercer ........ 259 400 1 
Middlesex ..... 335 700 2 
Monmouth ..... 280 600 2 
Morris ........ 200 400 1 
Passaic ........ 375 460 1 
Somerset ...... 115 225 1 
Union ......... 450 640 2 

Total ...... 4,284 6,225 16 
Term and Compensation: Each of the mem-

bers of the council of the district would serve 



RECOMMENDATION 81 

for a term of :five years and until the election 
and qualification of a successor. Vacancies 
would be :filled for the unexpired term only. 
Members of the council would serve without 
compensation. . 

Internal Organization: The counml would 
select a chairman and other officers among its 
members, and would meet annually for the con~ 
sideration and approval of the budget of the 
district. The members of the council from each 
stat~ would each select three from among their 
number who toO'ether with the chairman, would 
constitute the b~ard of directors of the district. 
The hoard would be empowered to provide for 
the internal organization and administrati_?n 
of work of. the district, to let and execute its .· 
contracts for construction and other purposes, 
to appoint a full-time chief executive officer, 
and such other officers and employees as might 
be required for the WQrk of the district, and to . 
fix their term and compensation within the 
limits of the annual budget adopted by the dis-
trict. The district council would annually cer-
tify its deficit requirements, based upon· the 
adopted budget, in accordance with the pro-
cedure outlined in Chapter VIII. 

Railroad Advisory Board: The new rapid 
transit system will be publicly owned and.oper-
ated but it will require many contacts with the 
priv~tely owned and ope:ate~ railr?ads and 
efficient service to the pubhc will require a sub-
stantial degree of cooperation and planning. 
Accordingly, it is recommended that a railroad 
advisory board be constituted, to consist of rep-
resentatives designated by each of the com-
muter service railroads in the metropolitan 
area. The board, would he available to consult 
with the board of.directors of the district and 
with the executive director and staff, would 
serve as a coordinating body in railroad -- opera-
tions affecting the bi-state loop, and would 
assist in the development of plans and programs 
for the improvement of service. 

Popular Referendum: The advisability of 
one or more popular referenda on the question 
of establishing a metropolitan district has been 
seriously considered. In view of the fact that 

· the district covers 13 counties, and over 350 
municipalities and counties, a separate refer-
endum in each political subdivision would not 

be a feasible way of expressing popular senti-
ment. A consolidated referendum throughout 
the same area would be inconclusive because of 
the great difference in degree of interest in a 
new rapid transit system which necessarily pre-
vails-a difference which could not. be reflected 
in the balloting although it is reflected in the 
:financial program. 

There is no constitutional requirement of a 
referendum in either state. There are many 
precedents for undertaking large. scale public 
ventures without a referendum, for example 
the Port of New York Authority, the Water-
from Commission Compact between New York 
and New Jersey the New York State Thruway 
and the New Y o;k State Power Authority, each 
of which will spend substantially more than the 
proposed rapid transit project, and th.e New 

. Jersey Turnpike Authority are examples of 
· major ventures undertaken without :referendum. 

Neither Toronto nor Boston, which are tax 
supported, conducted popular referenda upon 
their, creation of other metropolitan ventures. 
Tax supported municipal bond issues may _he 
issued by the City of New York and the counfa~s 
in New Jersey without the necessity of refer-
enda. · Since the credit of neither of the two 
states will be pledged,. there will be no bond 
issue referendum required under either state 
cons ti tu tion. · 

In brief the metropolitan district is conceived 
of as an ~dministrative instrumentality to pro-
vide transportation and perhaps othe: ~er-:i~es 
within and for a great number of mumcipahties 
in the district which requires them but cannot 
provide such service t~em~elves. It is_ not 
essential under the constitutional law of either 
state that a county or municipal bond issue he 
approved by referendum to the voters. While 
it has been common to require referenda on 
public bond issues, the ~ultipl~ poli_tica~ divi-
·sions and complex pubhc relationships m the 
proposed metropolitan district would tend · to 
defeat the purpose of such referenda as a direct 
expression of popular approval or disapproval. 

In Conclusion: A popular referendum on 
the organization of the di~trict or on its b?nd 
issues is not required by either state constitu~ 
tion and is not recommended. 
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EXISTING OR CURRENTLY-PROPOSED M1$TROPOJ..ITAN TRANSIT SYSTEMS 

Origin· and Legal 
Basis 

Area Served 

Original 
Financing 

Additional 
Financing 

Provisions for · 
Deficits 

Determination 
of Benefits 

Administrative 
Organization 

Taxability 

Government 
Regulation 

BOSTON METROPOLITAN TRA.N-SIT AUTHORITY 
Boatd.of Trustees 

To acquire existing facilities previously ~perated by Boston Elevated 
. Co., (1947); to provide for extension of service; to provide for the 

assessment of deficits. Created by Statute Chapter 544, Acts of 1947. 
MTA made a political subdivision of the state. . 

Multimunicipal, rapid transit and surface system. (1) Serves 14 mu-
nicipalities. Extension c.o.nditioned on a referendum in the municipality 
to be included. · 

Special District Bonds (Municipal Obligations) issued by Boston 
Metropolitan District. (2) These bonds are guaranteed by the 14 mu-
nicipalities in the District .. 

·. ' . 

Addftional bond issues. require approyal of Advisory Council by 85 per 
cent of votE)s (Amend; in Chapter 197, Acts of 1953.). · · · 

D'eifi,cits Me assessed against the individual municipalities '' in pro.-
portion to the number of persons ... using the service ... said propor-
tion. to be determined ... by trustees from computations. made in their . 
discretion." .(Sec. 13, Chapter 544, Acts of. 1947.) In practice the 
assessment is determined by 1940 station count regardless 0£ origin 
of trip. 

' ' ' 

' ' 

Benefits are assumed to be. Shared by the riders and the general tax-
payers of the municipalities served. The formula for assessing deficits 
assumes that benefits. to the municipalities· are in proportion to the 
number of passengers boarding the system in each municipal~ty. 

' ' ' 

Authority-3 compensated trustees appointed by Governor· with con-
sent of Council for 6-year term. · 
Advisory Council-City Manager ( or Chairman· of Selectmen where .· 
there isno City Manager) and Mayor of municipalities involve4. Vot0'8 

. assigned in. proportion to amount of deficit assessed against the mu-
nicipality. 

All real and personal property •of the Authority is exempt (rom-taxes 
and special assessments, with the exception of motor vehicle and fuel 
taxes. ' . 

Authority fixes rates subject to approval of Department of Public 
Utilities. Law is ambiguous as to supervision of character and extent 
of services. 

(1) Rapid Transit is any high-speed gi'ade~separated rail system. Surface system is any mass transportation faclllty 
such as bus, trolley, street car, which uses the public streets. 

(2) The Boston Metropolitan District is an incorporated unit which serv~s as financing agency·for MTA. DJstrict holds 
the obligations issued by the MT.A and in turn Issues bonds to the general public. · 
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CHICAGO TRANSIT AqT . ORITY 
. . I I .. 

. . Chicago,'Tran~it Bbark . . .. . . : . I . 
. . I I . . . 

To acquire existing f~iUties p~ev~ously operated by private companies; 
to pr~vide-u~ffication ortrans\t_~acilities:_ Created. by Statute St~te of 
Illm01s, April 1945-'-Metropol~tap. Transit Authority Act, and City of 
Chicago Ordinance, April 194Q, 1i3egan: operation October 1947. · 

· · .· · i I · . 
· M uitimunicipal rapid transit 4n4 surf ace. system. Serves Chicago, and; 
. suburbs in. Cook County; Exte'.nston permitted within Qook County for . 

interurban transportation of pa~sengers, May not extend street rail- . 
road without consenting ordinance. · · ·. . . · I I . . 

. . . ; . ... . i i .· . . . 
Public Authority Bonds 30 Yfeat serial Revenue bonds. City-owned 

• facilities were :financed in par~ tjy accumulated funds, andin part by 
re~enue bonds, and in part by f BfW A grant - _ ·· _ . · 

Improvements of Chicago Sy~te were :financed by a unique plan of 
improvement certi:ficate·s pay?bl out of depreciation reserves. Ex-

, tension~ of f ~cili~ies ";ere fi.n~n~Ed by revenue bon~s an~ a Property 
Purch(JJse Obligation With the (phifago, A-q.rora & Elgm Railroad Co .. 

. ·_. . . . . . . .. :. : . I ,- . . . .. . . 
None allowed .. Authority is rehui\red to charge fares sufficient to cover 
operating expenses, depreciattonl, debt se.rvice, amortization, and im-
provements. ·The Authority p!ay, annual rental equal to depreciation 

· on "transportation equipme:q.tl'j iri. the city-owned subway ·system. 
Additional payment (Muri.icipil<Ilompensation) for the use of subways 
proper, however, is required d,nlJ1 if oth~r expenses are covered. 

Beneficiaries· ar(:l assumed td' he. the riders. and indirec-tly. the general 
. taxpayers of the City of Chicago The latter bear the cost of any debt 
-service on the subway proper iwliich is not met by payments from the 
Trans.it Authority. · , . _ -· i · 1 · -·.. · .. -· ·· . ·· 

. I I . . . 

• 4.uthority-:7 co:tnpensated bqartl members; .. Four membe:vs are ap-
·. rpointed by the Mayor of Chic~gd arid three members by the Governor 

for seven year. terms. Board! el~cts its own officers. Chairman must · 
have no other employment. i I - - ' · 

• I 

_ Pays -s~ate fuel and}icense tax~s. ~4 fees; City license fees; and in lieu 
· payments to the Chicago Park iihstrict for wear and tear of boulevards. 
···Exempt from property taxes (1Relvenue Act of 1939, Sec. 19 amended in 

1~45). . I' . 

· N:rine; · 
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CLEVELAND TRANSIT SYSTEM 

The Transit Board of the City of Cleveland 

To acquire existing facilities of the Cleveland Railway Co. (1942); to 
provide new facilities of a rapid transit nature. (1955) 
General powers of City exercised under Ohio Constitution (Art. XVIII, 
§ 4) which permits municipalities to acquire public utilities by ordinance 
except that a protest petition signed by 10 per cent of the voters can 
cause a referendum. 

Multimunicipal rapid transit and surface system. Serves Cleveland and 
20 suburban communities. 

Municipal Obligations-20 year mortgage revenue bonds $17,500,000 
(1942) (this issue was retired 10 years ahead of maturity date). 

Construction of rapid transit facilities was financed by Mortgage 
Revenue Bonds and a Right of Way Purchase Contract with the New 
York, Chicago, St. Louis Railroad. 

None allowed. City Charter provides that fares shall be such as to meet 
all operation expenses, debt service, improvements, amortization, and 
tax payments. Deficits could result in foreclosure. The City of Cleveland 
has the right to re-purchase: 

Beneficiaries are assumed to be the riders. 

Commission-5 compensated board members appointed by Mayor, with 
. Council approval, for overlapping 5 year terms. Not more than 3 mem-
bers may belong to the same political party. Chairman elected by board. 
Board has complete responsibility for operation and extension of sys-
tem except that bond issues must be authorized by Council. 

Ohio Constitution, as currently interpreted, does not permit tax ex-
emptions; if i~ should at some future date, the Charter provides for 
in-lieu payments not to exceed $600,000 per year. 

None. 



88 

Origin and, Legal· 
.. Basis. 

Area Served· 

Original 
Financing 

·.·Additional .. 
Financing 

Provision~ ... 
for Deficits 

Determination 
of Benefits 
Admini~trative 
Organization 

. Taxability. 

Government 
. Regulation 

APPENDIX :A; 

DEPARTMENT OF STREET RAILWAYS • .,_ l .• . 

-

CITY OF ~ETR9IT • 

i 
Board of Street Railway . ~o 

I 
I 

To provide nf:!w facilities (19~0) · fo qcquire e;istvng facilities privately 
owned (1922).; Statute provi~ions of City Charter, Chapter 13, Title 4: 
All purchase and- lease agree I ents require approval by 3/5 of the 
electors. ·' 

Multimunicipal surface syste¢. Serves Detroit and e~claves plus area 
within ten miles of city limits.i 

I 
.• '• .•. ,'. I . • 

Municipal Obligations___;back~d l!>y full faith and credit of the City. The-
city is allowed to issue bond$ ujp to 1 ½ per cent of assessed value of 
property in City (public utility bonds). . .· 

City has the choice of using den~r:U obligation. bonds or- re;enue bonds 
secured by street railway proiPef ty • and revenues. · . . 

N~ne allotf]e.d'. Ctty Charter ~;ot.ides th:1-t £ares shall h,e s~ch as to meet 
. !111· o:peratmg _expenses, taxes,; djbt servrne, and amortization. 

Beneficiaries are assumed to pe the riders. 
. . ' I I . 

Departnie'lit~3 non-conipens~te~ commissioners appointed• -by Mi:tyor 
and subject to removal at hi$ "7ill. With Council approval t4e Boatd 
can extend the system; . i · . •. . · 

I . 

. . . ' .1 . ·•. . . 
Pays ,City an,d county r~al aiid personal property taxes. Also pays a· 
wheel tax.to the State a_nd ce:r1ta'n municipalities. . 

None .. 

I. 



Origin and Legal 
Basis 

Area.· Served 

Original 
Financing 

Additional 
Financing 

Provisions 
for Deficits 

Determination -
of Benefits 

Administrative 
Organization 

Taxability 

Government· 
Regulation 

APPENDIX A 89 

NEW YORK CITY TRANSIT AUTHORITY 

Board of Commissioners · 

Unification of city-owned and privately-owned subway facilities (1940); 
Transfer to a public .authority the lease rights on the system (1953)~ 
Statute created and empowered the transit authority. Title 15, New 
York State Public Authorities Law (March 25, 1953). · 

-Single City rapid transit and surface system. Serves the boroughs of 
New York City. Extension permitted within the City with the prior 
approval of the Board of Estimate. · 

Municipal Obligations-general obligation bonds is·sued to cover 
originalcity-owned facilities and for purchase costs under the Unifi.ca-

-· tion plan. Some of these bond issues (approximately 40 per cent of 
- outstanding debt) are exempt from the city's constitutional debt 

limitations. ' -

Capital ·expenditure-s .are covered by general obltigation bonds of the 
Qity. New capital expenditures require prior approval of Board of 
Estimate if they exceed $5 million in any fiscal year. 

None. allowed. Authority must charge fares sufficient to cover operating 
costs exclusive of depreciation, i. e., no replacement funds provided 
from operating revenue. Capital costs are met through the general 
taxing i'ind borrowing powers of the City. ·The city is responsible for 
capital costs and debt service as well as pension payments contracted 
under the 1940 unification plan. 

Benefits are assumed to ·be shared by the riders and general t·axpa,,yer.s 
of City of New York. Riders bear the cost of operating expenses. ·Tax-
payers bear- the cost of debt service and replacement costs . 

.A.uthority-3 compensated board members appointed for 6 year terms. 
One member each appointed by the Governor and_ by the Mayor. The 
third member, who serves as Chairma!l, is -selected by the two ap-
point~es. ' 

Exempt from all Stl:l;te and local taxes. 

None. 
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. I .. 
PHI~ADELPHIA TRANSPORTAiION COMPANY 

I 
I 

Board of Direc~or~ 
I 
I 

. ,· l 
To consolidate existing facilities (1907). A private corporation ( owned 
by National City Lines, Inc.) w/ith public participation. Contract with 
city covers franchise and use o~ City-owned subway facilities. 

: I . 
Multimunicipal rapid tra:r:i.sit1 arid surface system. Serves Philadelphia 
and ·surrounding communities\ including downtown Camden, N. J. 
Extension permitted withini the City with prior approval of City 
Council and .State Utility Cdmlilission. Any extensions outsid.e of the 
city are subject to approval):iy 4ffect,ed units of government. 

' ' 

Private Credit-guaranteed byjPTC as to both principal and interest. 
PTO leases from City about $200 million in facilities. City-owned 
facilities were :financed by gefe1a1 obligation bonds. 

City must approve increase~ iri capital stock. Capital funds for new 
lines shall be raised, as far a~ p0ssible, by bonds guaranteed by PTO as 
to both principal and interestl I · 
No provision. 

I 

Beneficiaries are assumed tq b~ the riders and indirectly the general 
taxpayers of the City of Phi~ad~lphia. The latter bear the cost of any 
debt service on city-owne-d subvay facilities which is not met by pay-
ments from the Transit Company. 

. • I 
Private Corporation,-5 of tue 21 membersof the Board of Directors 
are appointed by the City Voilincil. Public members have the same 
powers as private members !anid are paid director's fees. City Con-
troller audits Company record~. The City Planning Commission has 
approval powers over new co:µst~uction of facilities. 

I I \ 
I I 

Pays property taxes on proper(t not owned by City. ( 4) Pays all other 
state, local, and federal taxes to !which a private corporation is subject .. ' ' ' . : i 

. . ! ! . 

Subj~ct to regulation by the Sta~e Utility Commission. 
( i ! 

I 
I ' 
I 

(4) PTC pays City $700,000 per year in Ueu payments fo~ street mil.intenance, snow removal, license fees, etc. Also 
pays City 6c. to Sc. per square yard for any surface extension of operations. I . 

i 
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DEPARTMENT OF TRANSPORTATION 

CITY OF SHAKER HEIGHTS 

Director of Transportation 

91 

To acquire existing facilities previously owned and operated by private 
company (1944) .. General powers of City exercised under Ohio Con-
stitution (Art. XVIII, 4) which permits municipalities to acquire 
public utilities by ordinance except that a protest petition signed by 
10 per cent of the voters can cause a referendum. 

Multimunicipal rapid transit. Runs between downtown Cleveland and 
three suburban communities. 

Municipal Obligations-mortgage revenue bonds, with no pledge of 
credit of City. 

None allowed. ' FareEi must be such as to cover all costs, debt services, 
and taxes. ' 

Beneficiaries are assumed to be,the riders. 

Department-Operated under a City-appointed Director of Trans-
portation. 

Ohio Constitution, as currently interpreted, does not permit tax 
exemption. · 

None. 
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ToROl'iTQ TRANSIT co,:MISSION 
! I 
I ' 

Board of C~mmissiohers 
I I 

To consolidate existing facil#iks on a metropolitan basis; to provide 
n,ew facilities of a rapid trans:it nature. Established under the , pro- . 
visions of the Ontario Btafut~ creating the Municipality of Metro-
politan: Toronto. (April 2, 19153~ 

. MuUimunicipal rapid transwaJd surface system. Serves Metropolitan 
Toronto (an area cof 240 sq. i mpes) consisting of the City of Toronto 
and 12 surrounding municipalit~es. , . 

i 
Munic.ipal Obligations-all d;ebtof the Commis,sion is part of the con~ 

· solidated debt of the Mrinici~ali:ty of Metropolitan 'Toronto but is serv-
iced b. y the Commission. 1 

' '1 

: ·I 
Additional bond issues reqih.ire prior approval of the Metropolitan 
Council. 1 1 

• 'I 

No provision. The system is !expected to be self-supporting. Fares are 
t.o be such as to cover all exp~nses. In practice, the metropolitan govern-
ment pays debt service even tp.o~gh it has not been earned. · 

Beneficiaries are assumed t6 bb the· riders except where purely local 
transportation is, supplied. iinl the latter situation, the municipality 
assumes any deficits involved. '1 (Sec. 108, Toronto Metropolitan Act 
1953,) ! , 

i ! . 
Commission-5 compensated[ ni,embers appointed by the Metropolitan 
Council for a 5 year term. ¥lU members must be residents and rate-
payers in an area municipa:lity. The commission must obtain prior 
approval of the Metropolitaµ ~ouncil for any expenditures requiring 
the issue of debentures of the :Metropolitan Corporation; · 

' I 

Property taxes . assessed a~ai~st subway property. Heretofore the 
Commission had paid no proper~y taxes. • 

! I 
I 

None. ! 

I 

I 

I, 
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PROPOSED SYSTEMS 

Los ANGELES 

93 

Los Angeles Metropolitan Transit .Authority; monorail system for the 
City of Los Angeles. 

Multimunicipal. A portion of Los Angeles County 45 miles long and 
8 miles wide. 

Public funds. Revenue bonds are precluded by regulatory functions of 
public utility commis·sion and by "untested" character of proposed 
Mono-rail system. 

Authority Act requires system be completely self-supporting including 
in-lieu payments, but engineering report does not provide for complete 
debt service or tax payments out of revenue. 

·would use existing Los Angeles Metropolitan Transit Authority (1951) 
7 members, compensated Authority with members appointed by 
Governor for four year terms. 

Tax exemption recommended in engineering study. Enabling· Legis-
. lation requires that taxes be paid out, and rates and service be subject 

to Public Utility Commission control. 
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PROPOSED SYS,.;ElS .. I i 

MONTREA~ 
. i ,, 

. . . 1 . 
Subway system for the Montlieal area. -; I 

Multimunicipal.· Montreal anJ ii surrounding municipalities. 
· . · • · ; I · 

.· . . ' .. · i . , ' ' ' ' 
The cost of construction to be rbojrne by general Public. 

· . . _ . ·· i I - . . . · · -
· De~t s~ryice and ½1-terest to b~ si.pplied by municipalities on a pro-rata ·· 
basis to be determmed. . : · , - . 

Would use existing Montreal 1r.r nsportation Commission. 

None. 

i 
I 

i 
. 

l 
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PHILADELPHIA 
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The Urban Traffic. and Transportation Board appointed by the City of 
Philadelphia. [Report dated March 1956] An integrated transportation 
organization. · 

Multimunicipal. Eight county area, consisting of five in Pennsylvania 
and three in New Jersey, with future addition of two others in New 
Jersey and one in Delaware. 

An increase in tax funds now allocated for highway and bridge con-
struction (Federal:State Highway funds, and Pennsylvania Motor 
License fund allocation) plus Revenue bond :financing [proposal is 
vague but indicates other public funds would be required for rapid 
transit]. · 

System as a whole should be self-supporting. There would be pooling 
of revenues without eliminating tax funds now allocated to such 
functions. Highway and bridge tolls, parking fees, transit fares would 
make up revenue. 

Regional Transportation Organization. A regional governing council 
with taxing and bond issuing powers, and having broad control over all 
bridges, expressways, transit, parking, taxicabs, and railroad terminals. 
Atleast a majority of members should be elected. Organization should 
permit future enlargement into a multi-purpose agency. 

None. 
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I 

PROPOSED SvsiE~s 
: ! 

SAN FRANCISCO 
i 

San Francisco Bay Area Rapid Transit Commission (1951) appointed 
under state legislature. Stat~'s share of study cost to be repaid with 
interest from the first bond iss e [Report dated March 1956] Rapid 
Transit System for area. I 
llf ultimunicipal. Nine countitjs ~3 of them would not be included until 
a later sta~e). i j ' 

'1 

Capital costs financed by Di$trict Bonds. Annual debt service to be 
covered by a variety of propo~eq taxes. 

'' ! i 
Operating deficits are not expected. Capital costs and debt service are 
to be covered by taxation ($31 mplion a year for 40 years). Alternative 
taxes are suggested: Property, ~ales, Gas. 

I 

An already existing provision! f dr rapid transit district could be used.* 
Council consists of one froiti. e~ch City which lies in whole or part 
within district, arid one from (=laqh unincorporatt1d territory. Each City 
over 200,000 to have one exh~ member for e1:1,ch additional 200,000 
population. Members appoin~e] by Mayor for 4 year term-must be 
voter. Member paid by meet. iit•g. Council to a. ppoint Board of Managers 
to conduct operations. '. , . 

I 

Tax exemption assumed. Publi, Utility Commission "to fix rate'S and 
fares over the facilities owneq. by the district.'' 

I 
! 

• San Francisco can, under existing enabling legislation, establish i a rapid transit district which would include "78 
individual units of government." 1 '1 

I I 
. District: A board of supervisors desiring to form or join the district must adopt a resolution of intention. This is 

followed by a public hearing at the conclusion of which the boa.rd !may exclude any territory which will not be benefited. 
Referendum is then necessary. District not created unless 9 key cities approve. District has power to issue bonds and 
borrow money; debt ma:y- not exceed 20 per cent of assessed valuation! of taxable property within district. Debt subject 
.to ¾ approval of council and ¾ referendum. District may levy tax,\is for payment of principal and interest. 'Operating 
deficits must be met by borrowfng through revenue bonds which ca:µnot be paid off by taxes. Power to tax for capital 
outlay only. ' I 

! 
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PROPOSED SYSTEMS 

SOUTH JERSEY-CAMDEN 

Delaware River Port Authority [Report dated January 1956] Rapid 
Transit system for area. · · 

Multimunicipal. Southern New Jersey within 35 miles of Camden and 
Philadelphia. 

Four suggestions : 
(1) Port Authority bonds guaranteed by New Jersey and Pennsyl-

vania or some subdivision thereof; 
(2) Partial grant of construction costs; 
(3) Higher bridge tolls to make revenue bonds marketable; 

. ( 4) Some combination of 2 and 3 above. 

Operating deficits are not expected. Revenues are expected to cover 
debt service on rolling stock, yards and shops. Estimated annual 
amortization deficit on construction costs of way and stations: $10.6 
million. 

Would use existing Delaware River Port Authority. 

Tax exemption assumed. 
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APPENDIX B -

NOTES TO TABLE 9-1955 FINANC.IAL EXPERIENCE 

(a) The information in this Table is sum-
marized from the point-of-view · of a 
public authority charged with meeting 
current operating expenses and current 
debt service charges. As stated it does 
not reflect the financial experience of 
certain transit systems as it appears in 
their published financial statements. 
Depreciation allowances, certain non-
operating income adjustments and the 
allocation of surplus to relevant funds 
is not included. 

(b) Fiscal year June, 1954- June, 1955. 
( c) New York figures do not include South 

Brooklyn Railway Company operations 

which had a net profit of $51,778 in 1955. 
( d) !The rental payment is for the state-

owned Cambridge Subway. The yearly 
rental payment constitutes the actual 
amount necessary to meet serial debt and 
interest payable on the state debt for the 
Cambridge Subway. 

( e) Includes interest and principal repay-
ment on revenue bonds, equipment trust 
certificates and property purchase obli-
gation. Under the Chicago arrangement 
.the latter two are payable out of the 
depreciation reserve fund and do not 
represent a direct charge to current in-
come. The amounts included are: 

Interest Amortization 

Re.venue Bonds ......................................... . 4,947 2,600 
Equipment Trust Certificates ............................ . 770 1,245 
Property Purchase Obligation ........................... . 28 114 
Discount and Interest Earned ................ , ........... . (80) 

rrotal ....................... : .................... . 5,665 3,959 

(f) Current Amortization is nbt treated as 
a charge against income in the financial 
statement of the transit system. In each 

case depreciation is so charged, and the 
non-cash charge used to defray debt re-
tirement costs. 

Detroit ................................... . 
Philadelphia .............................. . 
Toronto .................................. . 

Depreciation 
Allowance 
(tJ:wusands 
ofi dollars) 

2,561 
3,162 
3,568 

Amortization 
(thousands , 
of dollars) 

3,642 
1,173 
1,740 

Depreciation 
(over) 
Under 

Amortization 

1,081 
(1,989) 
(1,828) 

The difference between depreciation charges 
and amortization · charges is the reconciling 

factor between the attached table and the finan-
cial reports of the transit system. 
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Detroit Philadelphia Toronto 

Depreciation over/(under) amortization .......... : ... . 1,081 
(33) 

(1,989) (1,828) 
Additional interest on an accrual basis ............... . . ... 
Provision for income tax ............................ . . ... (332) 
Other income adjustments ........................... . (47) (1,391)* (207)** 

(274) Income/(deficit) after fixed charges (from schedule) ... . (464) 5,041 

Surplus/ (deficit) shown on transit financial statement . 537 1,329 (2,309) 

* Extraordinary items. 
•• Deficit on Island Ferry Service. 

(g) Includes $360,000 sinking fund payment 
and $703,000 payment in lieu of street 
repairs under terms of 1907 Agreement 
and $173,000 rental for Delaware River 
Bridge Line leased from the Delaware 
River Joint Commission. 

(h) City of Philadelphia only. Does not in-
clude the Delaware Bridge Line amounts. 
The Bridge Line, a self-contained transit, 
is rented to the PTO on a per passenger 
rental. The transit line, aside from that 
portion of the bridge structure which it 
occupies, represents an investment of 
approximately $11 million. This invest-
ment is included in consolidated debt and 
subject to refunding so that amortization 
and interest are not separable from gen-
eral. debt. But a rough approximation 

Income/(deficit) · after fixed charges (from 
attached schedule) ....................... . 

Residual Reserves-
Future amortization ..................... . 
Replacement ............................ . 

Other Income Adjustment .................. . 

indicates that fixed charges would be be-
tween $400,000 and $500,000 a year for 
the Bridge Line. Compared with rental 
payments of $173,000 (maintenance and 
operating costs are paid by the PTO) 
there is approximately an annual subsidy 
of from $225,000 to $325,000. 

(i) Includes dividends received from the 
Gray Coach Lines, a wholly-owned sub-
sidiary. 

(j) The Municipality of Metropolitan To-
ronto made a grant of $2,300,000 to com-
pensate the Commission for losses 
suffered during 1955 (see note f). 

(k) Reconciliation of attached schedule with 
published .financial statements of transit 

' systems. (Also see note f for Detroit, 
Philadelphia and Toronto.) 

Boston 

(5,601) 

. ... 
(1,200) 

86 

New York 
Chicago Cleveland City 

8,785 

(360) 
(7,594)* 

2;252 

(122) 
(2,005) 

6,392 

. ... 

. ... ' 

Shaker 
Heights 

128 

(58) 
(117) 

47 

Surplus/ (deficit) shown on transit .financial · 
statement . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,715) 831 125 6,392 

• See note e. 
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PUBLIC AU'I'.HORITIES IN THE METROPOLITAN It.EGION- FINANCIAL -POWERS 
' I 

THE PORT OF NEW YORI~ Ap'I'HORITY 
I 
' 

The Compac~ i 
. I 

Article VI of the Compact between the State 
of New York and the State of New. J erseY 
establishing the Authority, the text of' which is 1 

contained in Chapter 154 of the Laws of New 
York of 1921, as amended by Chapter 419 of the 
Laws of New York of 1930 (McK. Unconsol. 
S. '6401-6423), and Chapter 151 of the Laws of 
New Jersey of 1921, as amended by Chapter 
244 of the Laws of New Jersey of 1930 R. S. 
N. J. 32 :1-1 to 24), 'provides as follows: 

'' The Port Authority shall constitute a 
body corporate and politic, with full power 
and authority to purchase, construct, lease 
and/or operate any terminal or transporta- · 
tion facility with said district and to make 
charges for the use thereof; and for any of 
such purpoises to own, hold, lease; and/or 
operate real or personal property, to borrow 
money and secure the same by bonds or by 
mortgages upon any property held or to be 
held by it ... 

The powers granted in this article shall not 
be exercised by the Port Authority until the 
legislatures of both states shall have ap-
proved of a comprehensive plan for the 
development of the port as hereinafter 
provided.'' · 
Such comprehensive plan, as approved by the 

legislatures of both states in February, 1922 
(Ch1;1,pter 9 of the Laws of New Jer,sey, 1922), 
did not provide for a rapid transit rail system 
although it did make provision for certain rail-
road facilities. However Section 7 provided 
that: 

'' The right to add to, modify or change any 
part of the fore going Comp:re;tiensive Plan is 

! 
rfserved by each state with the· concurrence 

· of the other.'' . 
: i . . . 

.A pattern was thus established for each un-
derta~ing by the Authority .thereafter consist-
ing: o:ff · (1), con~urrent legislation by the two 
states\ approving the project (2) approval by 
Corigr~ss, if necessary and (3) concurrent legis-
latipn by the two states making the bonds issued 
for' such purpose legal for inve1stments and 
eligibl~ for deposit as security with certain 
public! officers and agencies. In view of the provision for railroad facilities 
in thei Comprehensive Plan and · of the power 
spel:iifi:cally conferred by Article XII of the 
Compact upon the Authority to "make recom-
·men.d~tions to the legislatures of the two states· 
or to the Cong-ress of the United States, based 
up<m ~tudy and analysis, for the better conduct 
of th~ commerce passing in and· through the 
Port qf New York, the increase and improve-
ment '<?f transportation and terminal facilities 
thereifi, and the more economical and expedi-
tious p.andling of such commerce,'' it se,ems 
certaii!i that a rapid rail transit system is com~ 
prehended within the term "transportation 
facility'' as used in the Compact. Therefore, 
although the operation of such a system by the 
Port Authority_would probably require (1) con:. 
curre:qt app:r:oving legislation by the two states 
and(~) concurrent legislation makin~ the bonds 
legal ~nvestments etc., there seems httle doubt 
that bonds for such a purpose could legally 
he iss~ed under the Compact as amended and 
supplemented. 

It sp.ould be noted that the act enabling 'a · 
public; authority to undertake a certain project 
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is ordinarily limited to the specific project in 
question and, since it represents a delegation 
of power by the State, is strictly construed by 
the courts. For example, the New Jersey 
Supreme Court in Port of New York Authority 
vs. Weehawken Township, 14 N. J. 570 (1954) 
held that the Port Authority required additional 
authorization to construct a third tube for the 
Lincoln Tunnel notwithstanding the powers 
originally granted to build the Lincoln Tunnel. 

BOND RESOLUTIONS 

The Authority is now financing its operations 
and will unquestionably continue to finance its 
present and future operations under the terms 
of the Consolidated Bond Resolution adopted 
October 9, 1952. Section 2 of the Consolidated 
Bond Resolution provides as follows: 

"Said Consolidated Bonds shall be issued 
only for purposes for which at the time of 
issuance the Authority is authorized by law 
to issue bonds secured by a pledge of the 
General Reserve Fund and only in such 
amounts as are permitted by Section 3 of this 
resolution.'' 

The Resolution establishing the General Re-
serve Fund adopted March 9, 1931, as amended 
May 5, 1932, provides, in part, as follows : 

"WHEREAS, by Chapter 48 of the Laws of 
New York of 1931 and Chapter 5 of the Laws 
of New Jersey of 1931, The Port of New York 
Authority is directed to pool all surplus 
revenues, as defined in said statutes, received 
by it from certain terminal and/ or transpor" 
tation facilities, and to apply such surplus 
revenues to the establishment and mainte-
nance of a general reserve fund in an amount 
equal to one-tenth (1/lOth) of the par value 
of all outstanding bonds of the Port Author-
ity legal for investment, as defined and 
limited in said statutes, and 

"WHEREAS, by the aforesaid statutes, The 
Port of New York Authority is authorized to 
pledge the moneys in said general reserve 
fund as security for the repayment with in-
terest of any moneys heretofore or hereafter 
raised by it upon its bonds, legal for invest-
ment, as defined and limited in said statutes, 
and to apply said moneys to the fulfillment 
of any other undertakings heretofore or 

hereafter assumed to or for the benefit of the 
holders of any such bonds. 

"Now, Therefore, after due consideration 
had, it is ... 

"Resolved, that the Port of New York Au-
thority hereby irrevocably pledges the said 
general reserve fund and all moneys which 
may be or become· part thereof as security 
for the repayment with interest of moneys 
heretofore or hereafter raised by it upon 
bonds, legal for investment as defined and 
limited in said statutes, and as security for 
the fulfillment of any other undertakings 
heretofore or hereafter assumed by it to or 
for the benefit of the holders of such bonds, 
and it is further . . . 

"Resolved, that the said pledge is made 
and shall be deemed to be subject to the right, 
which the Port of New York Authority 
hereby reserves to itself, to pledge the said 
general reserve fund or any part thereof in 
its sole discretion, as security for the fulfill-
ment of any obligations heretofore or here-
after assumed by it under or in connection 
with any other of its bonds whatsoever, by 
which is meant bonds other than those de-
scribed, specified or mentioned in said Chap-
ter 48 of the Laws of New York of 1931 and 
said Chapter 5 of the Laws of New Jersey of 
1931 and to apply the said general reserve 
fund or any part thereof to the fulfillment of 
such obligations, the intent thereof being to 
reserve the right to use the said general 
reserve fund to support such other .and addi-
tional bonds or types of bonds as the States 
of New York and New Jersey may hereafter 
determine or authorize, provided that the 
right hereby reserved to pledge the said 
general reserve fund as security for such 
other bonds, not described, specified or men-
tioned in said statutes, and to apply the 
moneys therein to the fulfillment of obliga-
tions under or in connection with such bonds 
shall be exercised only if and to the extent 
that the said two States may hereafter au-
thorize its exercise, and provided, further, 
that no greater rights in or to the said gen-
eral reserve fund shall be granted to or con-
ferred upon the holders of any other bonds 
of the Port of New York Authority than are 
hereby or are hernafter granted to or con-
ferred upon holders of the bonds in support 
of which said general reserve fund is hereby 
pledged.'' 
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In view of the provisions of the Consolidated 
Bond Resolution and of the Resolution Estab-
lishing General Reserve Fund, above set forth, 
and of the Laws of New York and New Jersey 
cited therein, it is clear that the Port Authority 
has the power to issue Bonds for rapid transit 
purposes under the Consolidated Bond Resolu-
tion provided that both States approve. 

FINANCIAL AND OTHER CqNSIDERATIONS 

Although, subject to concurrent legislative 
approval on the part of New York and New 
Jersey, the Port Authority may legally finance 
and operate a rapid transit rail system within 
the New York-New Jersey Port District, cer-
tain financial obstacles exist. 

First, Article VII of the Compact provides 
that "the Authority shall not pledge the credit 
of either State except by and with the authority 
of the legislature thereof.1' The Authority has 
never been authorized to pledge the credit of 
either State. Consequently its bonds and other 
obligations are not obligations of the .two States 
or 9f either of them, and they are not guaran-, 
teed py the States. 

Although the Authority has. in the past re-
ceived relatively small federal and state con-
tributions from time to time, its credit is based 
entirely on the net revenues derived from "its 
operations. Therefore such operations, consid-
ered over-all, must be self-supporting or the 
credit base of the Authority would be de-
stroyed. Section 3 of the Consolidated Bo.nd 
Resolution, generally · speaking, limits the 
amount of bonds which the Authority may issue 
to that amount on which the annual debt service 
will, together with that on outstanding. bonds, 
be covered 1.3 times by net revenues. 

Rapid transit operations in New York and 
elsewhere have on the whole not been self-
supporting operations and have, in fact, often 
sustained large deficits. Since such operations 
would tend to impair its credit, the Port Au-
thority's policy is against undertaking such 
operations. Austin Tobin, Executive Director 
of the Port Authority, in a speech delivered 
before the Municipal Forum, November 20, 
1952, stated: 

: i 
: ''i-As we go forward wi_th these p_lans for 

I).e"[" trans-Hudson connections and with other 
air:wort and terminal work for which we are 
rtesponsible, I think we should make it clear 
also that the Port Authority cannot assume 
~_n~ responsibil_ity for th~ financ~ng, const!uc-
tio11- or operation of rail transit operations 
between New Jersey and Manhattan or else-
-whJre in the Port District. Our studies in-
dici\,te that rapid transit by rail is a deficit 
qpe:ration, whereas the principle of self-sup-
por~ing public projects is the entire strength 
df tib.e Port Authority and the entire measure 
qf i~s capacity for usefulness.'' 

I ' 

Fu~thermore the projects to which the Au-
thority has committed itself during the period . 
frori 11957 to 1966 include, among others, the 
co:qst1uction of: 

'. I 
· (il) Major improvements andadditions'to the 

· Authority's several airports, 
~2) Marine terminals in Brooklyn, Newark 

and Elizabeth, 
(i3) The Narrows Bridge, 
(:4) Major improvements and additions to 

the Holland and Lincoln Tunnels and the 
George Washington Bridge., The aggre-
gate cost of the Authority's construction 
program over the next decade amounts 
to over one billion dollars. 

' i 
To !finance such a huge program probably 

will require nearly all of the Authority's bor-
rowing power during that period even though 
state ~nd federal grants should be forthcoming 
and elven though the projects constructed are, 
or :wi~l become, self-supporting. It seems rea-
soniabJe to believe, indeed it seems essential; 
that fhe Port Authority should conserve its 
botlo'{ving power during the ensuing decade in 
ord,eri to be able to apply it to the successful 
corisuinmation of the huge improvement pro-
gram!, which the Authority has planned. To 
under~ake additionally to finance a large proj-
ect !for rapid transit purposes would jeopardize 
the: conclusion of the program which .the Au-
thority itself has outlined. 

It ~s therefore believed very unlikely that 
the: Port Authority, despite its legal power to 
do isoJ will, as a practical matter, engage in a 
ra~id ftransit operation during the next decade 
if ~ver. 

I 
I 
I 
I 
I 
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TRIBOROUGH BRIDGE AND TUNNEL AUTHORITY 

The Act 

Certain provisions of the Triborough Bridge 
and Tunnel Authority Act (Title 3 of Article 3 
of the Public Authorities Law, Chapter 43-A of 
the Consolidated Laws of the State of New 
York, as amended) are as follows: 

1. Subdivision 6 of Section 551 defines 
"projects" as "any project or one or more 
projects'' described in subdivision 9 of Sec-
tion 553 or in Section 553-a cited below. 

2. Subdivision 9 of Section 553 empowers 
the Authority '' to design, construct, main-
tain, operate, improve and reconstruct" cer-
tain enumerated projects as follows: 

(1) Triborough Bridge. 
(2) Bronx Whitestone Bridge. 
(3) Henry Hudson Bridge. 
( 4) Marine Parkway Bridge. 
(5) Cross Bay Parkway Bridge. 
(6) Queens Midtown Tunnel. 
(7) Brooklyn Battery Tunnel. 
(8) "A vehicular tunnel or tunnels or 

bridge . . . called the Brooklyn Rich-
mond project, under or across New York 
Bay from the Borough of Richmond to 
the Borough of Brooklyn, together with 
such incidental tunnels, bridges and such 
other structures, appurtenances, facilities 
and approaches as shall be necessary or 
convenient.'' 

(9) "A vehicular tunnel or. tunnels or 
arterial highway across the Borough of 
Manhattan connecting the Queens Midtown 
Tunnel with the Lincoln (Midtown Hud-
son) Tunnel, together with such incidental 
tunnels and such other structures, llppur-
tenances, facilities and approaches as shall 
be necesary or convenient.'' 

(10) "Bus stations or terminals or auto-
mobile parking garages at or in the vicinity 
of the Columbus circle in the Borough of 
Manhattan and of the Manhattan plazas of 
the Queens Midtown and Brooklyn Battery 
Tunnel. Any such project may, subject to 
zoning restrictions, include space and facil-
ities for any or all of the following: public 
recreation, business, trade and other ex-
hibitions, sporting and athletic events, pub-
lic meetings, conventions and all kinds of 

assemblages, and in orde'r to obtain addi-
tional revenues, space and facilties for , 
business and commercial purposes.'' The 
Authority is also empowered to lease all 
or part of any such project for not more 
than ten years, or, if the revenues thereof 
are pledged to secure bonds, for a period 
ending not more than one year from the 
last maturity of such bonds. 

(11) "Subject to and in accordance with 
all contract provisions with respect to any 
bonds and the rights of the holders of 
bonds, a vehiciilar bridge across the E11st 
River between the Boroughs of the Bronx 
and Queens, east of the Bronx Whitestone 
Bridge, together with such incidental 
bridges and other structures, appurte-
nances, facilities and approaches as shall be 
necessary or convenient (herein collectively 
ref erred to as the 'Throgs N eek Bridge 
Project'}.'.' This project requires the con-
sent of the United States of America if any 
portion passes over Fort Schuyler and the 
Authority requires the prior consent of the 
Board of Estimate of New York City be-
fore acquiring any lands, easements, or 
rights in land for such project. 

3. Section 553-a of the act authorizes the 
Authority to make certain agreements with 
the Port of New York Authority '' relating 
to the construction, ownership, mainte-
nance and operation of the Brooklyn Rich-
mond project as a bridge (herein sometimes 
collectively ref erred to as the , 'Narrows 
Bridge Project')." 

4. Subdivision 10( d) of the act also au-
thorizes the Authority with the consent of 
New York City '' to construct and develop for 
the purpose of public parks so much of the 
area of lands, selected as in this title pro-
vided, or otherwise acquired or to be acquired 
and used in connection with the project and 
with new or existing roads, streets, parkways 
or avenues connecting with such projects, as 
shall be agreed upon under a contract or con-
tracts hereby authorized to be entered into 
between the Authority and the City, at the 
sole expense of the Authority and done under 
construction contracts let and supervised by 
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the Authority, pursuant to plans and specifi-
cations prepared by the Authority, the Com-
missioner of Parks of the City or other 
agency.'' The City shall maintain the con-
necting roads and the Park Department of 
the City shall maintain the parks and park-
ways. The appropriate Borough President 
shall maintain "service roads appurtenal).t to 
said parkways.'' 

5. Subdivision 11 of Sectio.n 553 authorizes 
the Authority "to design and with the con-
sent of the City to construct new parks, 
parkways or highways or improvements to 
existing parks, parkways or highways either 
connecting directly or indirectly with the 
project or for the purpose of attracting or 
facilitating traffic or improving approaches 
to and connections with the project.'' 

6. Subdivision 14 of Section 553 authorizes 
the Authority '' to construct and maintain 
facilities for the public, not inconsistent with 
the use of the project, to contract for such 
construction, and to lease the right to con-
struct and/or use such facilities on such 
terms and for such considerations as it shall 
determine, provided, however, that no lease 
shall be made for a period of more than five 
years from the date when it is made except 
with the approval of the Board of Estimate 
of the City." 

As to the existing projects operated by the 
Authority, there is no question. As to future 
projects authorized but not in existence, it 
should be noted that all such projects consist 

. either of vehicular tunnels or bridges or of high-
ways. The term "vehicular" does not generally 
apply to a rapid transit rail system. In Conder 
vs. Griffith, 61 Ind. App. 218, the term "vehicle" 
is defined as follows : 

"A 'vehicle' is any carriage or conveyance, 
used or capable of being used as a means of 
transportation on land, and the word, 
'vehicle' will not ordinarily include locomo-
tives, cars, and street cars which run and 
are operated only over and upon a permanent 
track or fixed way, and will not be held to 
include them unless the context of the ordi-
nance. or statute clearly indicates an intention 
to do so." ( See Whitney vs. City of Seattle, 
40 Wash. 2d 228.) 

Clearly, a rapid transit system is not com-
prehended within the term "project" as de-
fined ~n the present Act. 

It is worth noting that Subdivision 3 of Sec-
tion 563, which section contains a covenant by 

. the. State of New York to the. Authority's bond-
holders against construction of ve_hicular facil-
ities which shall be competitive with the Queens 
Midtown Tunnel, Brooklyn Battery. Tunnel, 
Brooklyn Richmond Tunnel, or the Narrows 
Bridge, provides that "the covenant herein con-
tained restricting competitive traffic connections 
with any project or projects shall be only for 
the benefit of the holders of bonds secured in 
whole or in part by the pledge of the revenues 
of such project or projects and subject to and 
in accordance with all contract provisions with 
respect to any bonds outstanding on January 
first, nineteen hundred fifty-five and the rights 
of the holders of such bonds, the covenant 
herein contained shall not be deemed to prevent 
the construction of any bridge or tunnel exclu-
sively/or railway rapid transit purposes." 

Not only does this section draw a clear dis-
tinction between the Authority's present opera-
tions and the operation of a rapid transit sys-
tem, but also indicates a desire on the part of 
the Authority to leave the door open for such 
operation should it become desirable in the 
future. However, in view of the constitutional 
objections elsewhere referred to and the lan-
guage of the section itself, it would be im-
possible for the Authority to issue bonds for 
rail transit purposes under its present bond 
resolution, 

THE RESOLUTION 

Section 205 of the General Bond Resolution 
of the Authority, adopted January 22, 1952, 
authorizes the Authority to issue additional 
bonds for refunding and for certain purposes 
specified in Section 506. These purposes are : 

"(a) The construction, improvement or 
reconstruction of any Project, including the 
acquisition of land and interests in land in 
connection therewith, 

(b) The payment of operating deficits of 
any Project other than a Pledged Project, 

( c) Any purpose authorized by paragraph 
(d) .,0£ subdivision 10, by subdivision 11, or 
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by subdivision 14, of Section 553 of the Act 
(including in the definition of 'project' as 
used in ·said subdivisions any Project which 
the Authority may hereafter be authorized 
by law to operate) including the acquisition 
of land and interests in land in connection 
therewith, 

( d) The payment of any expenses and lia-
bilities in connection with the issuance of the 

. Bonds, and ·of any amount in excess of the 
proceeds of sale of Additional Bonds issued 
pursuant to Sections 205 and 206 to redeem 
Bonds which is required to .effect such re-
demption. 

( e) The purchase or redemption of any 
Bonds, other than pursuant to Sections 205 
and 206, and 

(f) Payments on or in •connection with any 
debt, other than the Bonds, incurred by the 
Authority for any one or more of the fore-
going purposes, whether or not such debt 
shall be a Subordinated Loan.'' 

The Resolution defines the term ''Projects'' 
as including: 

(1) The Triborough Bridge. 
(2) The Bronx Whitestone Bridge. 
(3) The Henry Hudson Bridge. 
( 4) The Marine Parkway Bridge. 
( 5) The Cross Bay Parkway Bridge. 
(6) The Queens Midtown Tunnel. · 
(7) The Brooklyn Battery Tunnel. , 
(8) The Battery Parkway Garage. 
(9) The East Side Airlines Terminal. 

(10) "Any vehicular toll bridge or toll 
tunnel crossing the East River in the City 
. . . which the Authority may here.after 
be authorized by law to operate,'' i. e., an 
"East River Crossing." 

(11) The Coliseum. 
(12) The Brooklyn Richmond Project. 
(13) "A vehicular tunnel or tunnels or 

arterial· highway across the Borough of 
Manhattan connecting the Queens Midtown 
Tunnel with the Lincoln Tunnel, together 
with incidental tunnels and approaches ... " 

(14) "Any vehicular toll bridge or toll 
tunnel located in the City" ( other than 
projects (1), (2), (3), (4), (5), (6), (7), 
(10), (12) or (13) mentioned above), "or 
any vehicular toll road located in the City, 

which the Authority may hereafter be au-
thorized by law to operate together with 
the approaches thereto.'' 

The Resolution defines "Pledged Project" as 
projects 1 to 10, inclusive, of those numerated 
under the definition of Projects "an,d any other 
Project the revenues of which shall be pledged 
under the Resolution." · 

It is manifestly impossible· to bring a rapid 
transit rail system within the definition of 
"Project," as defined in the Resolution. Con-
sequently, the Authority may not issue addi-
tional bonds for rapid transit purposes under 
the present Resolution. 

THE AUTHORITY'S BORROWING POWER AND 

OTHER FINANCIAL CONSIDERATIONS . 

According to the Authority's 1956 Annual 
Report, the outstanding indebtedness of the 
Authority as of February 2, 1957 consists of 
(1) $215,000,000 of Series A Bonds and (2) 
$2,000,000 of short-term notes. The Series A 
Bonds, which bear interest at an average rate 
of 1.97 per cent, mature serially from July 1, 
1957 to July 1, 1969, inclusive. The total debt 
service from' 1957 to 1968, inclusive, averages 
about $18,200,000 annually, and the final large. 
maturity in 1969, approximately $28,750,000, 
will be provided for through the General Fund 
Reserve. Owing to the low rates of interest 
which the Series A Bonds bear, in comparison 
with cu;rrently prevailing interest rates on 
bonds of comparable quality, it would probably 
not be :financially feasible to refund such Series 
A Bonds. In addition, the Authority will need 
to conserve its borrowing power for :financing 
(1) the proposed Throgs Neck Bridge, and (2) 
the Narrows Bridge which, according to pres-
ent plans, will initially be :financed and con-
structed by the Port Authority, then leased and 
operated by the Authority at rentals sufficient 
to cover the total expenses Qf the Port Author-
ity in ,connection therewith, including debt serv-
ice, and finally will be purchased by the 
Authority from the Port Authority not later 
than 1969. · 



106 APPENDIX C 

NEW}ERSEY TURNPIKE AVTHORITY 

The Act 

Certain provisions of the New Jersey Turn-
pike Authority Act of 1948 (Chapter 454 of the 
Laws of New Jersey of 1948, as amended and 
supplemented) are as follows: 

1. Section 1 of the Act, "in order to facil-
itate _vehicular traffic and remove the present 
handicaps and hazards on the congested high-
ways in the State and to provide for the con-
struc_tion of modern express highways em-
bodymg _e~e.ry known safety device including 
c~nter 1ivisions, amp~e shoulder widths, long-
sight distances, multiple lanes in each direc-
tion and grade separations at all intersections 
with other highways and railroads '' '' em-
powers the Authority to construct ~aintain . d ' , repa~r an operate turnpike projects (as 
heremafter defined) . . . and to issue turn-
pike revenue bonds of the Authority, payable 
solely from tolls, other revenues, and pro-
ceeds of such bonds to :finance such projects.'' 
fs d~:fin!3d in Section 4 of the Act, '' the word 
proJect or the words 'titrnpike projects' 

shall mean any express highway, super high-
way or motorway at such locations and be-
tween such termini as may hereinafter be 
established by law, and constructed or to be 
constructed under the provisions of this Act 
by the Authority and shall include but not be 
limited to all bridges, tunnels, ~verpasses, 
underpasses, interchanges, entrance plazas 
approaches, toll houses, service areas servic~ 
stations, service facilities, commu~ications 
facilities,. a~d adm~nistration, storage and 
other bmldmgs which the Authority may 
deem necessary for the operation of such 
project, togethe~ with all property, rights, 
ea~ements and mterests which may be· ac-
qmred by the Authority for the construction 
or the operation of such project.'' 

. 2. Section 5.2 of the Act ( Chapter 40 of the 
Laws. of New Jersey of 1949) authorizes the 
Authority" to construct, repair and maintain 
any feeder road which in the opinion of the 
New Jersey Turnpike Authority will increase 

· the use of a turnpike to which the said road 
is a feeder.'' Section 5.1 of the Act defines 
a feeder road as '' any road which in the 
?Pi~ion of the New Jersey Turnpike Author-
ity 1s needed to create or facilitate access tq 

3: turnpike project upon which toll is charged 
for 1 transit." 
' 3! Section 5.3 of the Act authorizes the Au-

thority '' to take over for maintenance and 
rep~ir any existing road which is needed as 
a !~~der road,'' and '' to realign any such 
ex1E1tmg road and to build additional sections 
of road over new alignment in connection 
wit]ji such existing road or roads." Section 
5 .. 4 grants the Authority the same powers 
concerning the construction of a feeder road 
ovet new alignment as is (Sic) granted in 
con:n.ection with the construction of a turn-
pike project and defines "new feeder road" 
as ,''any feeder road, eighty per cei:ttum 
(80%) or more of which is built over new 
a1ig;nment." · 
· 4.! Section 9 of the Act authorizes the Au-

tfloii ty "to :fix, revise, charge and collect tolls 
f ~r :the use of each tur~pike project and the 
cl1fferent parts or sect10ns thereof and to 

I ' . ' c9n~ract with any person, partnership, asso-
ciation or corporation desiring the use of any 
:p11:r! thereof, includin_g the right-of-way ad-
JOmmg the paved port10n, for placing thereon 
t~lephone, tel:graph, electric light or power 
Imes, gas stations, garages, stores, hotels, and 
r~staurants, or for any other purpose except 
for tracks for railroad or railway use and to 
:fix the terms, conditions, rents and {ates of 
cha1;ges for such use.'' 
It would seem impossible under this statute 

to bring any rapid transit rail system within 
the terms "project," "turnpike proJ· ect " 
"f · d. ' e,e er road,'' or '' new feeder road,'' as such 
terrps !are defined in the Act. 

THE RESOLUTION 
I 

Furthermore, the amended Resolution, under 
which, the 1950 and 1951 issues of General 
Bondsi were issued, defines, in Section 101 (f), 
the teim "Turnpike" in substantially the same 
mann~r as the words '' turnpike project'' are 
defined in the Act. 

.Also, the term '' Feeder Road,'' as defined in 
Section 101 (i) of the Resolution is similarly 
tied down to the definition of "feeder road" in 
the Act, 
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Section 201, subdivision 4, of the Resolution 
authorizes the issuance of Extension Bonds 
"for the purpose of financing the construction 
and acquisition of one or more Extensions, de-
fined in Section 101 (h) as meaning either the 
Pennsylvania Extension or the New York Ex-
tension, including '' any Feeder Road . . . 
not exceeding ten miles in length required to 
provide adequate access to the Extension and 
the cost of which is to be paid out of the Ex-
tension Construction Fund.'' ''New York 
Extension'' is defined in terms of Section 23 
of the Act as "beginning at the . . . point as 
selected by the Authority at State Highway 
Route No. 6, and thence in such general north-
erly direction as shall hereafter be specifically 
designated by the Legislature, through the 

county of Bergen to the boundary line between 
the State of New Jersey and the State of New 
York at a point which will connect with the 
proposed New York State Thruway or with a 
suitable connection to said Thruway,'' and in 
Section 101 (h) as "including, but not limited 
to, all bridges, tunnels, overpasses, under-
passes, interchanges, entrance plazas, ap-
proaches, toll houses, service areas, service 
stations, service facilities, communications fa-
cilities and administration, storage and other 
buildings which the Authority may deem neces-
sary for the operation of such. extension, to-
gether with all property, rights, easements and 
interests which may be acquired by the Author-
ity for the construction or the operation of such 
extension.'' 

NEW YORK STATE THRUWAY AUTHORITY 

General Revenue Bond Resolution and First 
Supplemental Revenue Bond Resolution, both 
adopted June 7, 1954. 

Such resolutions constitute the contract be-
tween the Authority and the holders of its 
bonds (and certain other obligations). 

No agreement may be made by the Au-
thority which would impair the obligation of 
the contract, nor may the State of New York 
enact any legislation of such effect. 

The Authority may issue bonds only for cer-
tain purposes, and substantially only for the 
purposes for which its Construction Fund may 
be used. 

General Revenue Bond Resolution, Sec. 
202, subsection 1, ( 2). 

The Construction Fund may be used only for 
designated purposes, which are restricted to the 
following: 

( i) the cost of construction of the Thruway 
Project. 

(ii) the cost of construction of any extension 
thereto or connection therewith author~ 
ized by the enabling Act. 

(iii) the cost of construction of any other 
extension thereto or connection there-

with, or of any other expressway or 
highway, authorized by Law after the 
date of adoption of the General Revenue 
Bond Resolution, provided in each case 
that the Authority shall have furnished 
to the Trustee an engineer's certificate 
setting forth that such extension, con-
nection, expressway or highway will not 
have an adverse effect upon the net 
revenues. 

(iv) the cost of construction of any improve-
ment to, or of reconstruction of any 
portion of, the Thruway Project, or to 
any extension, connection, expressway 
or highway, referred to in clauses (ii) 
or (iii) above, which the Authority 
deems will not have an adverse effect 
upon the net revenues. 

(v) to the extent permitted by law and to 
the extent that other moneys are not 
available, the Authority's expenses of 
operation and maintenance of a:ny such 
extension, connection, expressway or 
highway, the operation of which shall 
have been assumed by the Authority 
and which shall not at the time be in-
cluded in the pledged facilities. 

(vi) payments when due on indebtedness. 

General Revenue Bond Resolution, Sec. 
511. 
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The term Thruway P'roject is· defined to mean 
certain Thruway sections and connections as 
set forth and authorized in the enabli;ng Act. 

General Revenue Bond Resolution, S~c. 
101, p. 1:0. 

Such defuiitions do not include a rapid 
transit system. 

In substance, the General Revenue Bond 
Resolution provides that all Revenues of the 
Pledged Facilities are and shall be pledged for 
the payment only of: · 

Operating· Expenses of the Pledged Facil-
ities; 

Accrued Debt Service on the Revenue 
Bonds of the Authority and the Authority's 
bonds guaranteed by the State of New York; 

Certain reserves for such De:t>t Service; 
Reserves for insurance ; 
Any remainder to the Construction Fund. 
General · Revenue Bond Resolution, Secs. 

501 to 511, inclusive. 

The , Authority may issue Subordinated 
Loans, but such shall be payable solely out ·of · 
such amounts as may be payable to. the Con-· 
struction Fund; provided, that such indebted-
ness may be incurred only for a purpose. for 
which J;tmounts in the Construction Fund could 
be applied (General Rev. Bd. Res., Sec. 512). 

Therefore, 'the ,Authority inay not legally is-
sue bonds or other obligations to finance the 
construction or acquisition of a rapid transit 
system which would be payable from the Reve-
nues of the Thruway, since any attempt to ap~ 
ply such Revenues directly or indirectly to the 
payment of rapid transit indebtedness would be 
a violation of the pledge of the Revenues to the 
holders of the outstanding Revenue Bonds of 
the Authority. 

For financial reasons, it is impracticable to 
as,sume that the Authority's outstanding ];?,eve-
nue Bonds and Guaranteed Bonds could be 
called and redeemed in order to free them from 

the. e~isting pledge. Among these reasons are 
,the f olllowing: 

(a) ] The Revenue Bonds now outstanding i~ 
l the total amount of $350,000,000 could 
i not now be refinanced at interest rates as 
, low as those obtained when. the Bonds 
; were issued in 1954. The interest rates I . · on such Bonds range from 2¼ per cent 
to 3.10 per cent per annum, and such 
Bonds are presently offored in the sec-, 
ondary market at discounts. 

(b) The Guaranteed Bonds now outstanding 
in the total amount of $40,000,000 could 

. not now be refinanced at interest, rates 
, · ! as . low as those obtained when such 

i Bonds were issued in prior years. The 
, : net average interest costs· on such Bonds 
• . : were below 2¾ per cent per annum. , 

(c) IIn order to complete construction of the 
' i Thruway it will be necessary for the Au-

l thority to issue $100,000,000 additional 
l Guaranteed Bonds, which heretofore 
· have been authorized, and an estimated 
amount of $125,000,000 additional Reve.,. 

i nu:e Bonds. The addition of such amounts 
! to th,e presently outstanding amounts of 
1 Bonds will cause the total bond service 
i requirements so closely to compare to 
! the net revenues (as estimated in the 
:Authority's Official Statement of Decem-
1 ber 7, 1954) that the excess of net reve-
! nues would be insufficient to support 
; indebtedness for rapid transit system 
: purposes- if such indebtedness could 
! legally be issued: · 
i 

In qther words, it is impos~ible for the New 
· Y o~k State Thruway Authority to issue bonds 
leg1;1,lly to fuiance a rapid transit system if its 
outsta~ding bonds remain in the hands of in-
vestoris, and it is impracticable for the Author-
ity: toi attempt to refinance such outstanding 
bonds! and complete the financing of the Thru-
way under any new ~ond resolution which 
leg~llt would permit fuiancing of a rapid 
transit system. ' ! . 
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NEW JERSEY HIGHWAY AUTHORITY 

The Act 

Section 2 of the New Jersey Highway Au-
thority Act ( Chapter 16 of the Laws of 1952, 
of the State of New Jersey, as amended and 
supplemented) authorizes the Authority to 
acquire, construct, maintain and operate high-
way projects (as defined in the Act) at the lo-
cations established in the Act and at such other 
locations as shall be established by law. 

Section 5 ( e) of the Act empowers the Author-
ity "to acquire, construct, maintain, repair and 
operate projects.'' 

"Project" or "highway project" is defined 
in Section 3 ( d) as "any express highway, 
super-highway or motorway at such locations 
and between such termini as herein established 
or as may hereafter be established by law, and 
acquired or to be acquired or constructed or to 
be constructed under the provisions of this Act 
by the Authority . . . , together with such 
adjoining park or recreational areas and facil-
ities as the Authority, with the concurrence of 
the Department of Conservation and Economic 
Development, shall find to be necessary and 
desirable to promote the public health and wel-
fare and feasible for development pursuant to 
this Act, and shall include but not be limited 
to all bridges, tunnels, overpasses, underpasses, 
interchanges, traffic circles, grade separations, 
entrance plazas, approaches, toll houses, service 
areas, service stations, service facilities, com-
munications facilities and administration, stor-
age and other buildings which the Authority 
may deem necesary for the operation of such 
project, together with all property, rights, 
easements and interests which may be acquired 
by the Authority for the construction or the 
operation of such Project.'' 

"Project" or "ferry project" is also defined 
in Section 3 ( d) of the Act as "a ferry service 
for the transportation of passengers and freight 
between such termini as are herein established 
or as may hereafter be established by law, and 
shall include but not be limited to ferries and 
other craft, bulkheads, docks, piers, wharves, 
'warehouses, ferry terminals and stations, park-
ing areas, service stations, service facilitie-s, 

communications facilities and administration 
and other buildings which the Authority may 
deem necessary for the operation of such proj-
ect, together with all property, rights, ease-
ments and interest, including land under water 
and riparian rights, which may be acquired by 
the Authority for the construction or operation 
of such project.'' 

Section 5(p) of the Act authorizes the Au-
thority '' to construct, maintain, repair and 
operate any feeder road or any public highway 
connecting parts of a project or two or more 
projects which in the opinion of the Authority 
will increase the use of a project or projects, 
to take over for maintenance, repair, and opera-
tion any existing public highway as a feeder 
road, and to realign any such existing public 
highway and build additional sections of road 
over new · alignment in connection with such 
existing public highway.'' 

"Feeder road" is defined in Section 3(g) of 
the Act as '' any road which in the opinion of 
the Authority is necessary to create or facilitate 
access to a project." 

"Public highway" is defined in Section 3(f) 
of the Act as '' any public highway, road or 
street in the State, whether maintained by the 
State or by any county, city, borough, town, 
township, village, or other political subdi-
vision.'' 

It would seem impossible to stretch the defi-
nition of any of the terms "project," "feeder 
road,'' as defined in the Act, to cover a rapid 
transit railway system. 

THE RESOLUTION 

Section 302 of the General Bond Resolution 
of the Authority, adopted July 8, 1953, author-
izes the issuance of bonds for: 

(1) Paying for financing costs in connection 
with the Parkway Project (i. e., the Gar-
den State Parkway) which is defined in 
the Resolution in substantially the same 
terms as "project" or "highway proj-
ect'' is defined in the Act. 
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(2) Paying or refunding principal of Out-

standing Bonds. 
(3) Paying or :financing costs of repair or 

reconstruction necessary to restore or 
prevent physical damage to the Parkway 
Project; · . 

( 4) · Paying or :financing costs in connection 
with the construction of the Thruway 
Feeder Road, defined in the Resolution 
as·"aroad between the Parkway Project 
and the boundary of 'the State of N~w· 
York," etc. . 

( 5) Paying or :financing cost in connection 
with the acquisition from the State of 
New Jersey· of any acquired parkway; 
defined in the Resolution as '' any section 
of an existing highway. which (a) has· 
heretofore been · constructed or is now 
under construction by the State of New ' . 

Jersey, (b) the Authority is or may be 
~uthorized by .law and may determine to -
!acquire and operate, (c) constitutes an 
!integral connection hetween portions of 
lthe highway included in the Parkway 
jProject, and ( d) is acquired by the Au-
1thority in whole or in part with the pro.,. 

• iceeds of Bonds or with Revenues (includ-.. l ling moneys from the General Fund).'' 

.A;. rapid transit system does not fall within 
anyf o~ the terms "Parkway rroject," "Thru~ 
wa3:1 F~eder Road,'' o_r '' Acqmred Parkway'' as. 
de:fiherll: in the Resolution. 

· 'l]herefore,· it would seem impossible, under 
the )prpvisions of the Resolution, to iss-qe bonds 

. unaler!the present Resolution for rapid'transit 
I. I 

.. purrores. 
! I 
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APPENDIX D 
TOTAL AND PER CAPITA GROSS DEBT AND FULL VALUE REAL ESTATE IN MUNICIPALITIES 

BY GROUPS OF GRoss DEBT AS PER CENT OF FuLL VALUE REAL ESTATE 

Gross Debt as 
Per Cent of 
Full Value 
Real Estate Number 

No Debt............ 1 
Under 1% . . . . . . . . . . 9 
1.00- 1.99 .. . .. .. .. 14 
2.00- 2.99 .. . .. . .. . 15 
3.00- 3.99 . . .. . .. .. 14 
4.00- 4.99 . . . . . . . . . 9 
5.00- 5.99 . . . . . . . . . 7 
6.00- 6.99 ........ . 
7.00- 7.99 ....... .. 
8.00- 8.99 . . . . . . . . . 1 
9.00- 9.99 ........ . 

13.00-13.99 ........ . 

Total . . . . . . • • 70 
Avg. 3.20% 

Bergen County 

Full Value 
Gross Debt Real Estate 

December 31, 1955 October 1, 1956 

......... 1,962,799 
2,436,015 326,654,717 

10,348,707 692,855,927 
16,661,924 636,887,571 
27,678,168 768,248,390 
27,980,368 619,210,498 
22,285,885 404,282,186 
. .. . . . . . . . . ......... 
. ........ . ......... 
5,016,389 57,440,666 
. ........ . ......... 
. . . . . . . . . . . . . . . . . . . 

112,407,456 3,507,542,754 

APPENDIX D-Continued 

Population Gross Debt 
1954 Per Capita 

200 
67,330 36.18 

119,000 86.96 
118,700 140.37 
140,400 197.14 
108,500 257.88 

65,200 341.81 
. .... 

11,200 447.89 

. .. '• .. 
630,530 

Avg.178.27 

TOTAL AND PER CAPITA GROSS DEBT AND FULL VALUE REAL ESTATE IN MUNICIPALITIES 
BY GROUPS OF GRoss DEBT AS PER CENT OF FuLL VALUE REAL Es TATE 

Gross Debt as 
Per Cent of 
Full Value 
Real Estate 

No Debt .•.•...•...• 
Under 1% ......... . 

Number 

1.00- 1.99 . . . . . . . . . 1 
2.00- 2.99 . . . . . . . . . 6 
3.00- 3.99 . . . . . . . . . 7 
4.00- 4.99 . . . . .. .. . 5 
5.00- 5.99 ........ . 
6.00- 6.99 . . . . . . . . . 2 
7.00- 7.99 ........ . 
8.00- 8.99 . . . . . . . . . 1 
9.00- 9.99 ....... .. 

13.00-13.99 ........ . 

Total ...••... 22 
Avg. 4.72% 

Essex County 

Full Value 
Gt·oss Debt Real Estate 

December 31, 1955 October 1, 1956 

. ........ I I I I I 

I I I I I I I I I I IO I I I I IO I 

254,000 23,920,968 
19,147,746 717,471,277 
28,167,888 832,903,737 
18,016,700 406,818,598 

I I I I I I I I I I I I I I I I Io I 

79,477,773 . 1,164,386,183 
.,/1 I I I I I I I I I I I I I I I I I 

7,839,510 93,416,179 
. . . . . . . . . . ......... 
I I I I I I I l 'I •·• ........ 

, 152,903,617 3,238,916,942 

Population 
1954 

2,200 
227,400 
164,900 

80,400 -

452,200 

13,000 

940,100 

Gross Debt 
Per Capita 

115.45 
84.20 

170.82 
224.09 

.175.76 

603.04 

Avg.162.65 
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APPENDIX D-Contiriued 
TOTAL AND PER CAPITA GROSS DEBT AND FULL VALU:E REAL ESTATE IN MUNICIPALITIES 

BY GROUPS OF GR~SS DEBT AS PER CENT OF FULL VALUE REAL ESTATE 

Gross Debt as 
Per Cent of 
Full Value 
Real Estate 

No Debt ........... . 
Under 1% ......... . 
1.00-. 1.99 ........ . 
2.00-:- 2.99 ........ . 
3.00-:- 3;99 ......... . 
4.00-:- 4.99 ........ . 
5.00~ 5.99 ........ . 
6.00- 6.99 ........ . 
7.00..'.. 7.99 ........ . 
8.00- 8.99 ....... , .. 
9.00- 9.99 ........ . 

13.00-:-13.99 ........ . 

Total ....... . 
Avg. 6.98% 

Number 

1 
1 
3 

2 

2 
1 
1 
1 

12 

Hudson County• 

'Full Value 
Gross Debt Beal Estate 

December 31, 1955 October 1, 1956 

. ........ . ......... 
31,000 :12,138,762 

414,400 35,633,731 
2,042,078 :92,456,722 

. . . . . . . . . .; ......... 

. ......... . .......... 
14,519,843 . 263,37.8,969 
. . . . . . . . . . ......... 
46,376,700 638,254,370 
16,257,250 193,383,699 
6,013,253 :66,327,142 

10,948,000 .81,656,616 

96,602,524 1,383,200,011 

APPENDIX D-Continued 

Population. Gross Debt 
1954 Per Capita 

5,500 5.64 
10,700 38.73 
30,000 68.07 

94,000 54.47 
. ... - .. 

340,600 36.16 
76,600 212.24 
36,800 163.40 
50,600. 216.36 

644,800 
Avg .. 149.82 

ToTAL AND PER CAPITA GRoss DEBT AND FuLL VALUE REAL EsTATE-IN MUNICIPALITIES 
BY GROUPS OF GROSS DEBT AS PER CENT OF FULL VALUE REAL ESTATE 

Middlesex County 

Gross Debt as 
Per Cent of Pull Value 
Full Value Gross Debt Real Estate Population Gross Debt 
Real.Estate Number December 31, 1955 October 1, 1956 1954 Per Capita 

, No Debt ............ 2 . ........ J0,904,734 1,900 
Under 1% ........... 1 302,200 :43,893,165 8,900 33.96 

1.00-:- 1.99 ......... 6 2,020,699 138,501,244 30,200 66.91 
2.00- 2.99 ......... 4 8,913,975 340,145,863 55,700 160.04 
3.00-· 3.99 ......... , 8 16,493,258 4:86, 708,591 110,400 149.40 
4.00- 4.99 . . . . . . . . . . . . . . . . . . •,• ........ 
5.00- 5.99 ......... 3 23,040,435 4;37,475,567 101,600 226.78 
6.00- 6.99 ......... 1 3,316,966 54,024,461 n,100 298.83 
7 .00-:- 7 .99 . ... . . . . . . . . . . . . . . . •1• •••••••• 
8.00-:- 8.99 . . . . . . . . . . . . . . . . . . ... •·• ..... 
9.00-:- 9.99 . . . . . . . . . . . . . . . . . . .......... . ..... 

13.00-:-13.99 . . . . . . . . . . . . . . . . . . •.• ........ 
Total ........ 25 54,087,533 1,611,653,625 319,800 \ . .' ... 

Avg, 3.58% Avg.169.13 
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TOTAL AND PER CAPITA GROSS DEBT AND FULL VALUE REAL ESTATE IN MUNICIPALITIES 
BY GROUPS OF GROSS DEBT AS PER CENT OF FULL VALUE REAL ESTATE 

Gross Debt as 
Per Cent of 
Full Value 
ReatEstate 

No Debt ........... . 
Under 1% ......... . 
1.00- 1.99 ........ . 
2.00- 2.99 ........ . 
3.00- 3.99 ........ . 
4.·(),0- 4.99 ........ . 
5.00- 5.99 ........ . 
6.00- 6.99 ........ . 
7.00- 7.99 ........ . 
8.00- 8.99 ........ . 
9.00- 9.99 ........ . 

13.00-13.99 ........ . 

Total ......•. 
Avg. 3.35% 

Number 

2 
5 

14 
9 

10 
6 
3 
1 
1 

1 

52 

Monmouth County 

Full Value 
Gross Debt Real Estate 

December 31, 1955 October 1, 1956 

......... 2,190,630 
312,800 68,338,997 

6,061,407 406,323,815 
2,974,860 119,259,176 
8,192,794 230,529,523 
4,262,194 97,883,539 
6,120,590 115,083,968 

832,619 12,800,030 
605,500 8,434,693 

. . . . . . . . . -.......... 

. ..... -... . ......... 
8,263,500 63,474,632 

37,626,264 · 1,124,319,003 

APPENDIX D-Continued 

Population Gross Debt 
1954 Per Capita 

2,100 
18,000 17.38 
82,900 73.12 
23,100 128.7.8 
58,400 140.29 
17,800 239.45 
38,300 159.81 
7,500 111.02 
3,300 183.48 

18,300 457.56 

269,700 · 
Avg.139.51 

TOTAL AND PER CAPITA GROSS DEBT AND FULL VALUE REAL ESTATE IN MUNICIPALITIES 
BY GROUPS OF GROSS DEBT AS PER CENT OF FULL VALUE REAL ESTATE 

Gross Debt as 
Per Cent of 
Full Value 
Real Estate 

No Debt ........... . 
Under 1% ......... . 
1.00- 1.99 ........ . 
2.00- 2.99 ........ . 
3.00- 3.99 ........ . 
4.00- 4.99 ........ . 
5.00- 5.99 ........ . 
6.00- 6.99 ........ . 
7.00- 7.99 ........ . 
8.00- 8.99 ........ . 
9.00- 9.99 ........ . 

13.00-13.99 ........ . 

Total ....... . 
Avg. 3.47% 

Number 

i 
5 

10 
8 
2 
8 
3 
1 
1 

39 

Morris County 

Gross Debt 
December 31, 1955 

Full Value 
Real Estate 

October 1, 1956 

Victory Gardens 
1,032,209 121,470,475 
2,820,889 191,188,219 
4,901,326 214,319,274 
2,459,207 68,794,701 

15,708,587 349,686,062 
3,254,295 57,480,912 
5,238,734 75,813,180 
3,774,000 52,229,929 

39,189,245 · 1,130,982,752 

Population 
1954 

19,300 
29,900 
29,600 

8,100 
66,900 
11,000 
16,900 

8,300 

190,000 

·Gross Debt 
Per Capita 

53.48 
94.34 

165.59 
303.61 
234.81 
295.85 

· 309.98 
454.70 

Avg.206.26 
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TOTAL AND PER CAPITA GROSS DEBT AND FtrLL V .4.LtjE REAL ESTATE ~N MUNICIPALITIES 
BY GROUPS OF GRoss DEBT AS ];>ER CENT <;>F )FuLL VALUE REAL EsTATE 

. C . I . 
. Somerset outt~ 

' l . Gross Debt as ! , . 
PedJentQf /Full Value 
Full Value Gross Debt . !Real Estate Population. .Gross Debt . 
Real Estate Number . December 31, 1955 I .· Optober 1, 1956 1954 , Per Capita 

No Debt ... ;........ 2 . . . . . . . . . . : ·I 8,269,843 900 
U11der 1% ...... ; . . . . ... -. . . . . i: .: ••.••• ; ••• 

l:OO- 1.99 . . . . . . . . . . 8 3,713,800 \ 261,598,125 _ 44,600 - 83.27 
2.00- 2.99 .... •'•... ' 3 ' 896,000 : 140,866,201 7,500 119.47' 
3.00- 3.99 .. • • • • • • • - 6 5,627,1~1 I :Jl72,699,657 35,800 .· 157.18 
4.00- 4.99 ..... · .. ·•. 1 1,870,237 . j46,059,626 11,800 158.49 
5.00- 5.99 ..... •,• .. . · .....• · ... i .! • • • • • • • •, 
·6.00-' ,6:99 •.• .. , .. •. . . . . . . . . . . : J. -. ·.. . . .. . . . . . . . . . .... 
7.00- 7.99 .... ; ...• ; 1 2,322,100 i 32,675,937. . 9,500 244.43 
8.00- 8.99 . . . . ... . . .. . . . . . . . . .. i . . . . . . • • . . . .· ... . 
9.0()...; 9 .. 99 .. -.. -..... ·········· 1 .. :.·1•·••··'.··· ...... - .... . 

13.00-13.99, . . . . . . . . . · · · · · · · · · : ·1 • • • • • • • • • • •. • • • • • • • • • 
-- ' - -:-1 

Total . . . . . . . . . 21 14,429,328 ' 5i62,169,3.89 110,100 
Avg. 2;57% . J Avg.131.06 

l 
' i 

. i I 

APPENDIX D-Conititjued 
TOTAL AND PER CAPITA GROSS DEBT·AND FULL v41.J1E REAL EsTATE,J::N MUNICIPALITIES 
' BY GROUPS OF GROSS DEBT AS.PER CENT ?F ruLL VALUE REAL ESTATE ' ,' 

l'assaic pounfy 1 

Gross Debt as 
Per (Jent of 
Full Value 
Real Estate 

No Debt ....... '. ... . 
Under 1% ...... : ... . 
· ,1.00- 1.99 ......•.. 

2.00- 2.99 ........ . 
ROO- 3.99 · ........• 
4.00- 4.99 ....... ; . 
5.00- 5.99 .. ; .... ; . 

·. 6;00- 6.99 .... ; ... . 
7.00- 7.99 ........ . 
8;00- 8.99 ; ....... . 
9.00- 9;99· .....•... 

. 13.00-13.99 .... ; ... . 

Total ....... , 
.Avg.4.60% 

Number 

3 
' 3 

2 
2 
4 
1 

1 

16 

Gross Debt 
. Deeember 31; 1955 

.......... 
632,561 
915,780 · 

2,608,665 
1,9,87,792 

22,917,985 
23,076,120 ......... 
13,138,763 
•• i, •••• e; • 

•.• • • ~.fl •• 

-· .• ... -... 
65,277,666 -

_, _, 

l 
!Full V~lue 
fReal Estate 

O~tober 11 1956 
1 

·lgc>:iii,966 j159,627,860 
. 96,098;321 

- 56,882,109 
,43,044,389. 

3i89,241,669 
. I . . . j[ss;isi,osi · 

I . 
•J •.••••• •• 
·i .•........ 
• J ••. ; •••• •.• 

l 

i1,J1.s,850,351 , I 

I 

Population 
1954 

11,600 
14,400 
21,400 
13,700 

108,100 
142,600 

58,200 

370,000 

Gross Debt 
Per Capita 

54.53··· 
63.60 

, 121.90 
145.09 
212.01 
161.82' 

225.75 

· ,Avg.176.43. 
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ToTAL AND PEiR CAPITA GRoss DEBT AND FuLL VALUE REAL ESTATE IN MuNIOIPAL,ITIES 
BY GROUPS OF GROSS DEBT AS PER CENT .OF FULL VALUE REAL ESTATE 

Gross Debt as 
Per Cent of 
Full Value 
Real Estate Number 

No Debt ............ 1 
Under 1% .......... 1 
1.00- 1.99 ......... 2 
2.00~ 2.99 ......... 4 
3.00-- 3.99 ......... 5 
4.00- 4.99 ....... •,•. 5 
5.00- 5.99 ......... 2 
6.00- 6.99 .......... 1 
7.00- 7.99 . . . . . . . . . 
,8.00-- 8.99 . . . . . . . . . 
9.00- 9.99 . . . . . . . . . 

13.00-13.99 . . . . . . . . . 
Total ........ 21 

Avg. 3.74% 

. Union County 

Full Value 
Gross Debt Real Estate 

December 31, 1955 , October 1, 1956 

......... . 1;371,685 
128,578 2l,799,587 

2,606,135 147,699,118 
14,137,147 544,363,837 
20,541,690 607,179,763 
13,875,753 330,445,364 · 
18,856,070 355,222,792 
11,682,479 178,323,107 ......... . ......... 
. . . . . . . . . ........... 
. . . . . . . . . .......... .......... . .......... 
81,827,852 2,186,405,253 

Population 
1954 

2,800 
4,900 

33,000 
91,500 
83,200 
67,500 

114,700 
42,000 

439,600 

Gross Debt 
Per Capita 

26.24 
78.97 

154.50 
246.90 
205.57 
164.39 
278.15 

Avg.186.14 
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$52,000,000 

Issued: 

Dated:.· 

Maturity: 

First Call: 

.. Payable from: 

$166,000,000 

Issued.: 

Dated: 

Maturity: 

. First Call: 

Payable fro:m: 

APPENDIX; E 

SAMPLE MATUBITIBS o, S•ll!~BD ~•[~NU.E BoNo.Iss. uEs 
. . . . Electru; 1 

• .• I . 
. ' 

. (Oakdale Irrigafo~n Di·~tric!,l C, _if. (2 I~sues). 
(South $an Joaqum Irr1gatiqn 1st., Cahf. (2 Issues). 
Tri-Dam Revenue Bonds. · ·; 

. i 

May 25 and November 30, 19~5. · 

July 1, 1955. .• i , 
. . I 

' .. I 

July 1, 2004 (all term bonds)~ . i . 
As a whole-July' 1, 1959 at l10~%-In part-July 1, 1959 at 104%. 
. .. . . l i . . ·. .-: . . 
Electric revenues-Pacific G*s Fd Electric CoIIlpany has entered into 
a contract to make fixed semHm:nual payments which cover debt service. . . ' ! . . 

l I 
. Public Utility District No. 2 iof \ Grant County, Washington. Cohimbia 

B,iver-Priest Rapids Hydro Ele4tric Production System 3%% Revenue 
Bonds. i · 
J uli.e 1956. 

. May 1, 1956. 
I 

November 1, 2005 . ( all :term b~n4s) .. 
' I . . :. l 

As a whole-May 1, 1966 at 10~%-In part-May 1, 1961 at 100% . 

Electric revenues-The Dist~icl has entered into a contract with 12 
public and private electric utiJiti~s who agree to purchase all power and 
paY. a price adequate to cove~ d~bt service, reserves and operating and· 
mamtenance expenses. 1 ! . . .· I I . 
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Water 
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Department of Water and -Power of the City of Los Angeles,- California. 

Issued: 

Maturity: 

First Call: 

Payable from: 

In various amounts about once a year. 

Generally issued in equal annual amounts to maturity ·serially inl to 30 
years. 

Generally in 3 years, in whole or in part, at par plus ¼ % for each year 
from call date to maturity not to exceed 103%. 

Net revenues of the Water System; 

Metropolitan Water District of Southern California. 

Issued: 

Maturity: 

First Call: 

Payable from: 

In various amounts about once a year. 

Generally issued in equal annualamonnts to maturity serially in 1 to 25 
years. 

Non callable. 

Unlimited ad valorern taxes to the extent operating revenues a~e in-
sufficient therefor. The District supplie:s 23 municipal corporations who 
pay for water used, either from taxes or revenues. 

$12,600,000 Onondaga County Water Authority; New York.- 3¼%, 3.30%, 3½% and 5% 
Water Revenue Bonds. 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

December 6, 1955. 

December 1, 1955. 

Due serially in increasing amounts 1957 to 1995. 

As a whole or in part December 1, 1958 at 105%. 

Net revenues of the water system .. 
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. $1 l,l00,000 

Issued~ 

Dated: 

Maturity: 

First Call: 

Payable from: 

$35,000,000 · 

· Issued: 

Dated: 

Maturity: 

First Call: 

Payable froin•:c 

' 
APPP)NDIX E 

I 
Sewer \ 

. . i 
Miami, Florida 4.30% Sewer Rel enue Bonds . 

June 19, 1953. 
. . 

j anuary 1, 1953. . I 
, I I . · 

Due January 1, 1993 ( all terµi bonds). . · · . 

As a wh~le or in part on J an~ai 1, 1959 at 104%. 
t"• ; 

Net revenues of the sewer ~y$tem ~d, if necessary, from ·surplus 
r~venues of the water syst~:tiL .frhese bonds were i~sued concurrently 
with $16,000,000 gener~l obhgatipn sewage system bonds. . · l . 

I 

Jersey City Sewer,;ge Antbocij, New Jersey, 
2.70o/'o to 5% Sewer Revenue l3o![lds (2 Issues). 

September 9, 1954 "($22,000,0QO) and October 19; 1955 ($13,000,000). 
'I 

July 1, 1954 and July 1, 1955. : 
. I . 

i 

Due serially in increasing amrurts 1959 to 1993; 

As a whole or in part January 1, 1962 at 104%, . 

N ~t revenues of the sewer~ge ;sy tem. The Authority has entered into a 
contract with the City where~y ~he latter agrees to pay any deficiency 
in revtmues. so as to cover qur· ent expenses, debt services and debt 
service reserve payments. · · 



$19,500,000 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

$4,000,000 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

$1,200,000 

Issued: 

Dated: 

Maturity: 

· First Call: 

Payable from: 

APPENDIX E 

Gas 

The Southeast Alabama Gas District 
4½% First Mortgage Natural Gas Revenue Bonds. 

October, 1954. 

October 1,,1954. 

April 1, 1989 ( all term bonds). 

As a whol_e April 1, 1965 at 105%-In part April 1, 1960 at 105%. 

Closed first lien on the utility and pledge of net revenues. 

Parking 

City and County of Denver, Colorado. 
3¼% and 4% Off-Street Parking Revenue Born;ls. 

August 18, 1952. 

August 1, 1952. 

Due serially in increasing amounts 1956 to 198~. 

As a whole or in part on August 1, 1962 at 100%. 

119 

Net revenues of three garages' and three parking lots. The Bonds are 
additionally secured by a lien on the gross receipts from parking meters. 

City of New Haven, Connecticut. 
3¼ % Parking Revenue Bonds. 

August 1, 1955. 

July 1, 1955. · 

Due serially in increasing amounts 1957 to 1985. 

As a whole or in part on July 1, 1960 at 103%. 

Net revenues from one garage and three lots and the gross receipts 
from parking meters. · . 
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$326,000,000 

Issued: 

Dated: 

. Maturity: 

First Call: · 

Payable from: . 

$350,000;000 

Issued: 

Dated: 

Maturity: 

First' Call: 

Payable from: 

· $4oq,ooo,ooo 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

·APPE~DIX E 
Turnpike ; 

State of Ohio, Turnpike Proj~ct' No. 1. 
3¼ % Revenue Bonds. 

June 3, 1952. 

June 1,· 1952. . 

June 1, 1992 ( all term bond9i). · 

Net revenues of Project No. r. 
I 

. I l 
New York State Thruway AL rity. 
2¼% to 3.~0% Revenue Bon1s ~2 Issues). 

$300,000,000 June 16, 1954-$f0,r,ooo December 7, 1954. ,· 
: I . July 1, 1954. i 1 •• • • • . . . I . . 

Serial bonds due January 1, 19f4 to 1979, and term bonds due July 1, 
.1994. . ! 

. . : . : .. .. . . .·. 
As a whole or in part July 1, 11960 at 103½% for $300MM and at 103% 
for $50MM. : . , 

' 
Net revenues of the project. 

I 

I 

I 
I 

. i . .· -
($500,000,000 authorized) New lYork State Thruway Authority. 
2¼% to 4% State Guaranteed Jj>onds (5 Issues). 

. i I 
5/5/53, 9/15/53, 10/11/55, t217/55 and 2/15/56. 

6/1/53, 10/ 1/53, 10/ 1/55, : '. 1~1/56 and· 1; 1/56. 
· .· i I 

Due serially in increasing amprulits 1958 to 1995. 
. . , . ; 

1963 af103% and103½o/o. i . ! 
• : I . ·, , I . . 

. I 

. In practice from: net revenues!, hpwever, · revenues are not pledged. 
Unconditionally guaranteed ~y ~tate of ~ewYork. . . . . ., l 

i i 



$21,000,000 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

$99,800,000 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable from: 

APPENDIX E 

Bridge 

New York State Bridge Authority. 
2¼% to 5% Bridge R,evenue Bonds. 

March 9, 1955. 

January 1, 1955. 

121 

Serial bonds due January 1, 19'56 to 1979, and term bonds due January 
1, 1989. . 

As a whole or in part January 1, 1960 at 103%. 

Net revenue-s pooled from four bridges. 

Mackinac Bridge Authority, Michigan. 
$79,800,000 4% Bridge Revenue Bonds, Series A. 
$20,000,000 5¼ % Bridge Revenue Bonds, Series B. 

January 15, 1955. 

July 1, 1953. 

January 1, 1994. 

As a whole or in part immediately at 108%; January 2, 1964 at 105%. 

Net revenues of the Bridge. However, the State of Michtgan has agreed 
to pay operating and maintenance expenses and repairs up to $417,000 
annually from other funds over the life of the bonds. 
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$17,000,000 

Issued: 

Dated: 

Maturity: 

First Call: 

Payable frorn: · 

$215,000,000 

Issued: 

Dated:. 

Maturity:· 

First Call: 

Paya1:>ie from: 

Issued:· 

Maturity: 

First r Call: 

. Payable from: 

APPENDIX ,E 
I 
i 

Tunnel i 
! 

City of Mobile; Alabama. 
3.80% Bankhead Tunnel Rev~n. e Refunding and Improvement Bonds. 

August 9, 1955. 

May 1, 1955. \ 
I 
J 

May 1, 1995 ( all term bonds). 

A:s a whole on November 1, 19!63 at 104%-'-In part on November 1, 1956 
at 104%. .. ·.. · i . 
, , I 

Net revenues of the project. ! 

1. • 

Triborough Bridge and Tunn;el uthority. 
1%% to 21/s% General Reveil!ue Bonds. 

' l 
January 22, 1952. 

January 1~ 1952. 
I 

. . I 
Due serially in increasing serrj.i-~nnual amounts July 1, 1957 to January . 
1, 1969 and $28,450,000due Jlflyjl, 196.9. .. . 

I l · 

As a whole or in part on J anulary 1, 19'57 at par plus ¼ % for each year 
from call date to maturity not t9 exceed 102%. . 

I I . 
Net revenues pooled from two tunnels, five bridges, one garage, two air 
.lines terminals and th,e New Yofk Coliseum. , · 

i I . 
l I 

·1 

! I 
' I 

. . Port Authority I ' -
Port of New York Authority, ico~solidated Bonds. 

. ·. i. I · In various amounts once or twice a year. 
. , I 

I I 
' ,' I I 

Generally issued as term bonqs clue in 30 years. 
I I 
I l 

Generally in 5 years at 103%J i 
· . . . . i I 

Net revenues from two tu:µn.Jls, four· bridges, four airports, one 
heliport, one grain terminal, ~wd groups of piers, four terminals ( truck 
and bus), and .one port facility. Donsolidated Bonds are subordinate to 
General and Refunding Bondf ar to certain revenues. . . 

! I 
1 I , I 

I 
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APPENDIX F 
PRICES AND CHARACTERISTICS SELECTED METROPOLITAN RAPID TRANSIT BOND ISSUES 

BOSTON METROPOLITAN DISTRICT, MASSACHUSETTS 

Total Debt Net Debt Plant. ,--Rating---'--\ 
(OOO's) (OOO's) Facilities (OOO's) Operator Type of Bond. · Moody's S & P's 

$135,179 $132,259 Elevated Plant $112,877 Metropolitan General Obligation Aa Al 
asof Subway Dep. 46,015 Transit Authority of District, sup-

1/13/56 Surface District issues ported by ad 
Net Pl. $66,862 own bonds and valorem taxes on 

as of buys the Au- 14 Municipalities 
12/3V55 thority's bonds withinthe District. 

with proceeds. 

Net Bond. Buyer 
Interest Average Offering Current Price 

Oall Feature Sale Date Ooupon Average Life Oost Sale Date Price (11/15/56) 

About $18,870,000 V26/56 2.40% Not applicable 2.395% 2.48 1.60-2.50% 3.40% 
due 1975-84 callable V27/55 Final Maturity . 2.347% 2.41 .90-2.50% (30 year bond) 
at par beginning 1/29/54 ~986 2.273% 2.50 1.00-2.45% 
1974 through 1979 1/29/53 2.700% 2.42 1.15-2.80% 

1/8/52 2.081% 2.09 1.10-2.10% 

Passenger Operation and. Net 
Fiscal Year Traffic Revenues Maintenance Revenues Deficiency• 

Ending Dec. 31 (OOO's) (OOO's) (000'8) (OOO's) (OOO's) Fares 

1955 $38,302 $37,240 $1,062 $6,715 20c. and 15c. local 10/31/55 
1954 244,112 38,625 37,384 1,241 6,473 Aug. 15.4c. 
1953 268,286 37,068 38,721 -1,653 8,351 Aug. 13.4c. 
1952 277,713 39,043 40,697 -1,654 7,829 Aug. 13.6c. 
1951 288,973 40,716 39,520 1,196 5,315 Aug. 13.6c. 

• After taxes, rents, depreciation, debt service and miscellaneous items. 

Assistance or Subsidy 
The Authority, in addition to semi-annual payments of 

$500,000, is to pay, interest to the District equal to interest 
payable by it on its own outstanding bonds. Trustees of 
District certify to State Treasurer amount required to meet 
obligations of District not otherwise provided for, and Common-
wealth pays District amount certified. Commonwealth th.en 
assesses said amount upon municipalities constituting the 
District. Each municipaUty's share is payable from unlimited 
ad valorem taxes on all taxable property within such 
municipality. 

Remarks 
All debt, including that owing to City of Boston, tobe retired 

by 2024. . 
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APPENDIX F-Continued 
CHICAGO TRANSIT A UT:S:ORITY 

(City of Chicago, Illinois) 

TotalDebt. Net Debt 
(000'8) (000'8) Facilities 

$141,891 $130,611 Street railway 
(12/31/55) (12/31/55) Motor buses Dep. 

Trolley buses 
Net 

Oall Feature Sale Date Ooupon 

Plant 
(000'8) 

$168,865 
35,435 

$133,430 

Average Life 

Opi1rator 

Au~hority 

Net 
Interest 

Oost 

Type of Bond 

Revenue 

Bond Buyer 
Average 
Sale Date 

Offering 
Price 

,---Rating------, 
Moody's S & P's 

Ba 

Ourrent Price 
(11/16/56) 

194 7 bonds callable 10/16/53 4½% 28¾. yrs. avg. 2.74 

2.32 
1.51 

All held by the Chicago 
Milwaukee R.R. 

1958 by lot at 105 9/30/52 4½% 30 yrs. avg. 
1952 bonds callable 8/5/47 3¼ to3¾._% due 1958-1978 
1954 by lot at 105 
1953 bonds callable 
1954 by lot at 105 

Operation 
Passenger and Net 

Fiscal Year Traffic .Revenues Maintenance .Revenues 
Ending Dec. 81 (000'8) (000'8) (000'8) (000'8) 

1955 623,494 $120,897 $102,488 $18,409 
1954 · 641,167 121,140 103,412 17,728 
1953 686,560 124,104 106,297 17,807 
1952 658,254 117,123 100,716 16,406 
1951 696,948 112,534 . 99,~95 12,538 

·4.78% 
'3.69% 

Deficiency* 
(000'8)' 

$833 
817 
539' 

Surface 

............................. 
20c. (4/22/54) 

.............................. 

99½% 97¼% 
2.50-3.59% 84¼%, 

are 
.Rapid Transit 

---------·---------· 
20c. (4/22/54) 

----·---·--.. -·-----· 
+98 20c. or 5/85c. (6/1/52) 20c. or 5/90c. (6/1/52) 
596 17c. (8/1/51) 18c. (8/1/51) 

• After dfcpreciation, debt service, and (1952 only) municipal compensation; 

Assistance or Subsidy 
Original capital subsidy from City's Traction Fund and U. S. 

grants. The Authority is apparently not paying City for use 
of subway. City has issued $10,000,000 general obligation bonds 
for extending the subway system, and $15,000,000 are authorized 
in addition. 

.Remarks 
Of the total funded debt, $15,000,000 consists of equipment 

trust certificates bearing coupons ranging from 3¾ % to 5% 
rated "Ir' by Moody's. Possible contractual obligations to the 
City on account of the subway have not been included in the 
Deficiency figure shown above. 



Total Debt 
(00O's) 

$27,898 
(12/31/55) 

Net Debt 
(000's) 

$26,113 
(12/31/55} 

Facilities 

Rapid Transit 
Trolley buses 
Motor buses 

APPE.NDIX F 

APPENDIX F-Oontinued 
CLEVELAND TRANSIT AUTHORITY 

(City of Cleveland, Ohio) 

Plant 
(000's) Operator 

$67,253 Five-man Com-

Type of Bond 

Revenue 
Dep. 23,675 mission appointed 

by Mayor. 
Net $43,578 

(12/31/55} 

Bond Buyer 
Average Offering 

125 

,--Rating---, 
Moody's S & P's 

Ba 

Call Feature Sale Date Coupon Average Life 

Net 
Interest 

Cost Sale Date Price 
Current Price 

(11/15/56) 

Callable 1955 at 104 1/11/54 4% 

Passenger 
Fiscal Year Traffic Revenues 

Ending Dec. 31 (000's) (00O's) 

1955 Not $28,389 
1954 Available 27,534 
1953 29,763 
1952 29,799 
1951 28,684 

• After taxes, depreciation, debt service, etc. 
** Cash. 

Assistance or Subsidy 
Original capital subsidy. 

17¼ yrs. avg. 

Operation and Net 
Maintenance Revenues 

(0O0's) (00O's) 

$23,304 $5,085 
22,442 5,092 
23,821 5,942 
24,813 4,985 
23,887 4,996 

2.764% 2.54 2.00-99.50% 1974-100% 

Surplus* 
(000's) 

$125 
101 
529 
555 

8 

Fares•• 

(20c. local, 25c. express, 
· 3c. transfer (7/22/56} 

Previ9usly 15c. 

Remarks 
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Total Debt 
. (OO0's). 

$22,724 
(6/30/56) 

Net Debt 
(000'8) Facilities 

Street cars 

.APPENDIX }f 

APPENDIX· F-· Co~ti~ued · 
' CITY OF DETROIT, ~IC)e:IGAN 

Plant 
(000's) 

I I i Op~rator 

i I 

Trolley' coaches. Dep. 
Motor coaches 

$42,319 City- ·Dtpartment 
20,293 of Str~et 

$22,026 Rait',,· Wa!rS . 
.(6/30/56) 

Net. 

I I 

I 

Type of Bond .. 

General 
Obligation 

,---Rating---.. 
Moody's S cG P's 

A A 

I Net BondBuyer 
!Interest Average 

· Call Feature ·sale Date ·coupon Average Life I Co1it' ·-sale.Date 
Offering 

Price 
Current Price 

(11/15/66) 

About $12,748,000 
due 1956-63 now 
callable at from 
101¼ to 102 

8/28/56 4% & 3% · Final Maturity .019% 2.90 2;50-3.00% 3.25% 
1968 

8¼, yrs.avg. 

Passenger · Operation and 
Fiscal Year Traffic Revenues• Mamtenance 

Ending June 80 - (000's) (000's) (000's) 

1956 .Not Available $38,~57 $33,874 
1955 215,839 40,060 40,060 
1954 231,960 43,210 37,34Q 
1953 259,356 46,049 37,417 
1952 272,Q92 39,384 35,908 

• After taxes, depreciation and debt service. 

Assistance or Subsidy 
Bonds are pa.y11,ble fro~ unlimited ad valorem taxes. General 

Funds reimbursed in full by Department in recent years. 

j· 
I 

' N·e·t, 
Reven':ues 

(000'(8) 

· \ 

'$4,3$3 
4,8~3 
5,865 
8,6~3 
3,475 

I 
i 
I 

Surplus* 
(IJ00's) 

$359 
537 

1,133 .· 
2,509 

-2,327 

(12 year bond) 

Fares 

20c. and 25c. ll:lxpress 
(9/22/52) 

15c. (5/15/50). 

Remarks 
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APPENDIX F-Continued 

MONTREAL TRANSPORTATION COMMISSION 

(City of Montreal, Quebec) 

Total Debt Net Debt 
(O00's) (000's) Facilities 

$44,180 $41,947 Tramway Dep. 
(Jan.1956) (Jan.1956) Buses 

Net 

Plant 
(000's) Operator 

$59,732 Commission 
25,806 

$33;925 
(11/30/55) 

Net 
Interest 

Type of Bond 

General 
Obligation 

Bond Buyer 
Average Offering 

,--Rating-----. 
Moody's S &; P's 

A A 

Call Feature Sale Date Qoupon Average Life Cost Sale Date Price 
Current Price 

(11/15/56) 

Due 1973-caHable 5/18/54 4¼% 20 year Sinking 3.93% 2.49 ------------' 
1957 at 102 Fund Debentures 

5% 
(20year 
Sinking 

Fund Bond) 

Passenger Operation and 
Fiscal Year Traffic Revenues Maintenance 

Ending Nov. 30 (000's) (0O0's) (000's)* 

1955 $30,427 $27,070 
1954 327,515 31,427 27,237 
1953 342,894 32,857 28,001 
1952 368,395 30,646 27,895 
1951 370,053 29,330 

• Including taxes. 
•• After depreciation and debt service. 

Assistance or Subsidy 
City of Montreal, by endorsement, unconditionally guarantees 

payment of principal, interest, and sinking fund. 

Net 
Revenues 

(000's) 

$3,457 
4,189 
4,856 
2,751 

Deficiency•• 
(000's) 

$1,238 
755 
47 

1,616 

Fares 

Central Zone 3/30c. or 12c. cash 
Other Zones 5/25c. or 7c. cash 

(9/26/52) 

Remarks 
3¾% Bonds due 1974, payable in Canadian Funds, rated Baa 

by Moody's also outstanding (4/30/55) in amount of about 
$26;000,000. 
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CITY OF NEW y ORK, N Et y ORK 

Total Debt 
(000's) 

$1,394,191 · 
(8/1/56) 

Net Debt 
(000's) 

$1,019,598 
(8/1/56) 

Facilities 

Subways 
Elevated 
Motor coach 
Trolley coach 

Call Feature Sale Date Coupon 

Non-callable 9/12/56 3.30% 

Passenger 
Fiscal Year Traffic· Revenues 

Ending June 80 (000's) (000's) 

1955 1,797,611 $267,921 
1954 1,864,889 273,503 

Plant 
(000's) 

$1,783,400 
(approx.) 

Average Life 

7 yrs. avg. 
(due 1957-71) 

Operation and 

i 
, I 
: Operator 
I : 

I 
New 1j'"ork City 
Transit Authority 
' : (115/53) 

Type of Bond 

General 
Obligation 

I I Net Bond Buyer 
Interest Average Offering 
I Cost Sale Date Price 
I 

3.28% 2.96 2.25-3.30% 

·' I 

Maintenance 
Net, I 

Revenues! 
(000'~) j 

Deficiency** 
(000's)* (000's) 

' I 

$261,965 $5,956 $74,690 
267,978, 5,5~4 109,047 

~Rating--, 
Moody's S & P's 

A A 

Current Price 
(11/15/56) 

98½%for3's 
due6/1/80 

(3.10%) 

Fares 

I 

1953 2,098,604 212,413 258,802 -46,389 I 145,650 15c. (7/25/53) 
1952 2,144,852 208,129 233,207 
1951 2,225,737 216,433 219,784 

• Includes deferred ·mainten,ance. 
•• After debt service and 'amortization. 

Assistance or Subsidy 
City comptroller pays debt service on bonds, which are 

payable from unlimited ad valorem taxes. Capital program 
financed as part of City's capital budget. 

-25,078 96,734 Previously 10c. 
-3,351 73,379 

1 i , 

i I · i j Remarks 
Depending on depreciation policies pursued, deficits may be . gro": r• lndJ=ted aboVa 

I I I 
! 
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CITY OF PHILADELPHIA, PENNSYLVANIA 

Total Debt 
(000'8) 

$128,828 
(3/15/56) 

Net Debt 
(000'8) Facilitiea 

Subway 
Elevated 
Street cars 
Buses 
Trolley cars 

Plant 
(000'8) 

$128,369 
Dep. 44,527 

Net $83,842 
(12/31/55) 

Call Feature Sale Date Coupon Average Life 

Call provisions vary. 
Generally callable 
from 15 to 30 years 
after issue at par. 

10/23/56 3¼ to4% 14¼ yrs. avg. 

Pasaenger Operation and 
Fiacal Year Traffic Revenue& Maintenance 

Ending Dec. 91 (000'8) (000'8) (000'8)* 

1955 622,426 $70,453 $65,107 
1954 655,030 72,666 68,698 
1953 704,902 73,285 71,650 
1952 775,521 71,050 68,673 
1951 790,454 72,618 68,298 

* ·1ncludes rental payments to city. 
•• Before interest on Co's funded debt and before taxes. 

Aaaiatance or Subsidy 
City's revenues from lease of the Broad Street Subway 

averages $2,366,000 which (capitali:/led at 5%) is adequate to 
service a debt of about $47,000,000 whereas City Subway debt 
(3/15/56) was over $87,000,000. 

Operator 

Philadelphia 
Transportation 
Co. (affiliated 
National City 
Lines, Inc.) 
leases city's 
transit system. 

Type of Bond 

General 
Obligation 

Net 
Interest 

Coat 

Bond Buyer 
Average 

Sale Date 
Offering 

Price 

3.45% 2.96 2.40-3.75% 

Rental 
Net Payments 

R.evenues to City 
(00O'a)•• (000'8) 

,-Rating--, 
Moody'a S & P's 

A A 

Current Price 
(11/15/56) 

3.55% 
(30 year bond 

surface 
railway) 

Farea 

$5,346 $2,989 5/90c. or 20c. (12/18/55) 
3,958 2,989 Previously 2/35c. or 18c. 
1,635 3,124 
2,377 3,347 
4,320 3,400 

Remar'ks 
There is at present a dispute between the City and the 

Transportation Company over the amount of rental payments 
to the City. The Company wishes a reduction. 
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Total Debt 
(000'8) 

None 

Net Debt 
(000'8) 

None 

Facilities· 

Trolley coaches 
Motor coaches 

I 

I 

I 
APPENDIX ]1. i 

l I 
APPENDIX F-Co~ti,ued 

0IT,Y OF SEATTLE, W AS:EJ;INGTON 
! 

Plant 
(000'8) 

$11,127 
Dep. 8,119 

Net $3,008 
(12/31/54) 

i 
I 
i 
I 

i 
I 

I 
ity 

Call :fi'eature Bale Date . Coupon Average Life 

Net 
Interes.t 

Cost 

Callable as a whole · None 
1948 at 101 ½ and at 
101 thereafter. Re-
deemable · inversely 
from excess bond 
fund. from 1946 on at 
from 100½ to 10],½ .. 

Passenger 

1¾% · :Pue .1945-1956 

i 

i. 
I 

' Operation and, Net I 

Type of Bond. 

Revenue 

Bond. Buyer 
Average 
Bale Date 

Offering 
· Price 

,---Ratmg---,--.., 
Moody's 8 d P's 

Baa 

Current Price 
(11/16/56) 

No longer 
outstanding 

Fiscal Year Traffic Revenues Maintenance Revenues I Surplus* 
E'nd.ing Dec. s1 · (000'8) (000'8). (000'8) 

1955 . $10,268' $9,423 
1954· 59,525 · 10,270 9,977 
1953 64,730 10,718 9,762 
1952 73,185 · 10,650 9,687 
1951 77,755 10,689 9,274 

* After taxes and depreciation. 

Assistance or Subsidy 
City pledged to "Bonds and Interest Retirement Fund" 

sufficient amount of gross revenues of the municipal transit 
system. to pay principal and interest on the bonds. . Also City 
maintained "Bond Reserve Fun.d" equal to principal and 

interest due in next ensuing year. 

(OOO's) 

$845 
293 
956· 

I 963 
1,415 

I 

. (OOO's) 

$342 
-402 

205 
166 
665 

Fares 

4/75c. or 20c. + 5c. zone-Nov. 1955 
3/50c. or 20c. + 5c. zone-Nov. 1954 

6/1.00 or ~Oc. 
7/1.00 or 15c. 

Remarks 

-Ndv.'1952 
-Nov .. 1951 
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APPENDIX F-Continued 
METROPOLITAN MUNICIPALITY OF TORONTO, ONTARIO 

Total Debt Net Debt Plant. 
(000's) (000's) Facilities (000.'s) 

$68,543 $66,397 Street cars $140,468 
(12/31/55) (12/31/55) Subway Dep. 52,299 

Buses 
· Trolley coaches Net $88,169 
Ferry (12/31/55) 

Call Feature Sale Date Coupon Average LJ!e 

Callable on 30 days 
notice at premiums of 
¼ % for each year 
between redemption 
and maturity but not 
to exceed 2% or 3%. 

11/18/53· 

3% 
3¾% 
3¼% 
3%% 
3½% 

Passenger 
Fiscal Year Traffic Revenues 

Ending Dec. 31 (000's) (000'a) 

1955 $31,337 
1954 320,249 29,402 
1953 286,851 30,537 
1952 273,350 29,342 
1951 _302,890 28,746 

* Includes taxes and ferry deficit. 
** After depreciation and debt service. 

Assistance or Subsidy 

3 yrs. avg. 
7 yrs. avg. 

12% yrs. avg. 
18% yrs. avg. 
25yrs.avg. 

Operation and 
Maintenance 

(000'a)• 

$27,737 
27,141 
27,080 
25,616 
26,405 

Metropolitan Toronto assumed liabilities of the Commission 
1/1/54 and pays each area municipality all principal and interest 
charges on outstanding debt issued on behalf of the Commis-
sion. Commission is to pay the Metropolitan Corporation 
principal and interest charges on such debt and fix fares 
sufficient to make facilities self-supporting after proper provi-
sion for maintenance, depreciation, and reserves. 

,---Rating---, 
Operator Type of.Bond Moody's S d P's · 

Toronto Transit General (generally) 
Commission Obligation Aa 

Net 
Interest 

Cost 

Bond Buyer 
Average 
Sale Date · 

Offering 
Price 

. Current Price 
(11/15/56) 

Not 
Available . 

2.60 

Net 
Revenues Surplus•• 

(000's) (000'8) 

$3,600 -$2,309 
2,261 -2,356 
3,457 288 
3,726 700 
2,341 -1,240 

2.75-3.50% 4.75%. 
(20 year bond) 

Fares 

7 /1/56 fares increased from 
2½c. to 5c. and zones merged 
11/1/54 Central Zone 10c. 
Suburban 10c. or 4/30c. 
Previously 10c. or 3/25c. 

Remarks 
$28,000,000 of bond11 dated 4/1/55 (part of proceeds to r~pld 

transit) are non-callable. 
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CLASS II PROPEltTY TAx IN NEw JERSEY CouNTIES BY iMuNICIPALITY AND RAILROAn-1955 

, ' I • 

Allendale Borough ..................... ,: ................ . 
Bergenfield Borough ................................... . 
Bogota Borough ........................................... . 
Carlstadt Borough ....................................... . 
Closter Borough ............•............................... 
Cresskill Borough ....................................... . 
Demarest Borough ............................. : ......... . 
Dumont Borough ...................................•...... 
East Paterson Borough , ............................ . 
East Rutherford Borough .......... , .............. . 
Edgewater Borough -....•............................... 
Emerson Borough ........ , .................. , ........... . 
Englewood City ........... : ............................... . 
Fair Lawn Borough : .... : ....................•........... 
Fairview Borough ....................................... . 
Franklin Lakes Borough ........................... . 
Garfield City ................................................. . 
Glen Rock Borough ..................................... . 
Hackensack City ......................................... . 
Harrington Park Borough ......................... . 
Hasbrouck Heights Borough ................... . 
Haworth Borough ....... , ......•.............. _ .......... . 
Hillsdale Borough ...................................... ,. 
Ho~ho-kus Borough ...... , .............................. . 
Leonia Borough ........................................... . 
Lodi Borough ...............................................• 
Lyndhurst Township ...................................• 
Mahwah Township ....................................••.. 
Maywood Borough .......... , ............................ . 
Midland Park Borough ........•....................... 
Montvale Borough ..........•. , ........................... . 
North, Arlington Borough ..... , ................... , 
Northvale Borough ..................................... : 
Norwood Borough .....•.................................. 
Oakland Borough ................. , ....................... . 
Oradell Borough .................................. , ........ . 
Palisades Park Borough ........................... . 
Park Ridge Borough ................................... . 
Ramsey Borough ......................................... . 
R~dgefield _ Borough ..................................... . 
Ridgefield Park Township .................•.....•.. 
Ridgewood Township ................. ;: ............ : .. 
River Edge Borough ........ , .......................... . 
Rochelle Park Township ............................. . 
Rutherford Borough ................................... . 
Saddle River Township ............................... . 
South Hackensack Township ................... . 
Teaneck Township ......... , .......•...................... 
Tenafly 'Borough ...................•......... , ........... . 
Teterboro Borough ................. , .....•.............. 
Waldwick Borough ..................................... . 
Wallington Borough ................................... . 
Westwood Borough ..................................... . 
Woodcliff Lake Borough .......................•.... 
Wood-Ridge Borough ................................. . 
Wyckoff Township ....................................... . 

Total Bergen County ....................... . 

Bergen Count1; \ 
Penn. C. of N. J. 

I 
I ·-r···· ::r::: 
i 

__ i ____ _ 

•• J ..... .. 
.. J.. .. . 

i .... 7-··-· 

.. L ... 
! 

::r::: 
- I ··1··---
--1"····· 
.. .. .:1··--;. 
'"'"j'"'"'"'""' 

I •• ! ...... 
.. J.. ... 

1 __ : ____ _ 

'"'"j••---

::t:::: 
::J::::: 

i$3,$14 
' I 
' ! --~-----

.. J.. ... 
' '""i'"'"'"'"'" 

··+------,-----
--·I·----

I __ i ____ _ 

::[:: 
•• J ••••• 
.. j ..... 
·+··· ···1···~-

i ···1····· 
::t:::: 

I 
i 

'"'"i""""'" 

i 

::j::::: 
·+··· ··1····· 

I. i 
:$3,~14 

I 

Erie N. Y. Oen. N. Y.S.&; W. 

$150 
$560 

74 $240 
58 

476 
109 
165 

1,585 
26 78 
29 

20 ............ 
416 
20 

-------- -------- 111 
183 
849 
805 1,672 

614 
168 

352 
494 
569 
409 

262 

329 
231 

--------
112 -·------

33 232 
-------- 152 
106 
56 
43 

633 
305 1,061 

4,428 
2,160 

253 
120 

850 
49 

3 
3,145 

301 

770 
6 

894 
41 
61 ............ 

112 

$12,066 $10,990 $3,924 

Total 

$150 
560 
314 

58 
476 
109 
165 

1,585 
104 
29 

20 
416 
20 

111 
183 
849 

2,477 
614 
168 
352 
494 
569 
409 

3,814 
262 

329 
231 

112 
265 
152 
106 
56 
43 

633 
1,366 
4,428 
2,160 

253 
120 
850 

49 
3 

3,145 
301 

770 
6 

894 
41 
61 

112 

$30,794 
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CLASS II PROPERTY TAX IN NEW JERSEY COUNTIES BY MUNICIPALITY AND RAILROAD-1955 

Essex County 

Penn. o. of N. J. D.L.&,W. 

Belleville Town ............ , ................................ . 
Bloomfield Town ........................................... . $2,818 
Caldwell Borough ....................................... . . .. , .... 
Cedar Grove Township ............................... . 
East Orange City ......................................... . 13,812 
Essex Fells Borough ................................... . 
Glen Ridge Borough ................................... . 510 
Irvington Town ............................................. . 
Maplewood Township ................................. . 1,596 
Millburn Township ..................................... . 1,804 
Montclair Town ........................................... . 10,263 
Newark City .......... , ... · ...............................•.... $340,580 $29,769 16,752 
Nutley Town ................................................. . 
Orange City ................................................... . 10,708 
Roseland Borough ....................................... . 
South Orange Village ............... , ................. . 
Verona Borough ............................ · ............... . 

6,682 

West Orange Town ....... , ............................. . 

Total Essex County ......................... . $340,580 $29,769 $64,945 

APPENDIX G-Continued 

Erie 

$1,142 
619 
593 
21 

191 
277 
330 

2,284 
4,824 

868 
297 

55 
8 

$11,509 

N. Y. Oen. N. Y. S. &, W. Total 

$1,142 
3,437 

593 
21 

14,003 
277 
840 

1,596 
1,804 

12,547 
391,925 

868 
11,005 

6,682 
55 
8 

$446,803 

CLASS II PROPERTY TAX IN NEW JERSEY COUNTIES BY MUNICIPALITY AND RAILROAD-1955 

Hudson County 

N.Y.S. 
Penn. o. of N . .J. D. L. &, W. Erie N. Y. Oen. &W. H. &M. Total 

Bayonne City ......... , ............................ $7,956 $7,956 
Harrison Town .................................. $5,827 $730 $110 6,667 
Hoboken City .................................... 321,767 $7,073 328,840 

. ~e;:~y c~r;;/:::::::::::::::::::::::::::::::::::: 125,949 359,657 151,797 254,074 80,733 972,210 
44,739 686 805 46,230 

North Bergen Township .......... , ..... 17,679 196 $166 $622 18,663 
Secaucus Town .................................. 954 24 4,353 5,331 
West Hoboken-Union City .......... 
Town of Union-Union City .......... 
Weehawken Township .................... 31,081 31,081 
West New York Town .................... 

Total Hudson County .............. $195,148 $367,613 $475,004 $259,538 $31,247 $622 $87,806 $1,416,978 
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CLASS II PROPERTY TAX IN NEW JERSEY COUNTIES BY MUNICIPALITY AND RAILROAD~1955 

Mercer County 

East Windsor Township ........................... . 
Ewing Township ......................................... . 
Hamilton Township ..................................... . 
Hightstown Borough ................................. . 
Hopewell Borough ....................................... . 
Hopewell Township ..................................... . 
Lawrence Township ................................... . 
Pennington Borough ................................... . 
Princeton Borough ...................................... .. 
Princeton Township ............... , ..................... . 
Washington Township ............................... . 
West Windsor Township., ......................... . 
City of Trenton ............................................. . 

Total Mercer County ...................... .. 

Penn. 

$1,548 

22 

1,614 
546 

4,956 
17,294 

$25,980 

0. of N. J. 

I 

+ .... ...! ____ _ 
··i····-
::t::::: 
.L. ... 

::t::::: 
i •• 1 ••••• + .... 

··(···"· 

+·--· 

! i 

APPENDIX G-Continhed 

Erie N. Y. Oen. N. Y. S. & W. 

CLASS II PROPERTY TAx IN NEw JERSEY CouNTIES iBYI MuNICIPALITY AND RAILROAD-1955 

Middlesex Couityl 

Carteret Borough ......................................... . 
Cranbury Township ................................... . 
Dunellen Borough ....................................... . 
East Brunswick Township ......................... . 
Edison Township ................... , .................... .. 
Helmetta Borough ....................................... . 
Highland 1?ark Borough ............................. . 
Jamesburg Borough ................................... . 
Madison Township ..................................... . 
Metuchen Borough ........ , ............................ . 
Middlesex Borough ..................................... . 
Milltown Borough ....................................... . 
Monroe Township ....................................... . 
New Brunswick City ................................... . 
North Brunswick Township ......... , .......... .. 
Perth Amboy City ................... , .................... . 
Piscataway Township ................................. . 
Plainsboro Township ................................. . 
Sayreville Borough ..................................... . 
South Amboy City .................................... .. 
South Brunswick Township ..................... . 
South Plainfield Borough ......................... . 
South River Borough ................................. . 
Spotswood Borough ................................... . 
Woodbridge Township ............................... . 

Total Middlesex County ................ .. 

Penn. 

$3,164 
47 

119 
227 

6,039 

7,038 
1,359 

584 

5,194 
5,338 

2,342 
4,893 

$36,344 

0. of N. J. 

$823 

175 

8,722 

6 
57 

648 

$10,431 

I I 
D. L/· & W. Erie N. Y. Oen. N. Y. S. & W. 

i ·1··----T ... .. 

' .J.. ... . 
i / .J.. ... . 
I I . :r::::: 

I T ..... 
"'j"""''""'"' 

I T .... 
:c::: 

:i:::::: 

Total 

$1,548 

22 

1,614 
546 

4,956 
17,294 

$25,980 

Totat 

$823 

3,164 
47 

119 
227 

. 6,039 
175 

7,038 
1,359 
8,722 

584 
6 

5,251 
5,338 

2,342 
5,541 

$46,775 
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CLASS II PROPERTY TAX IN NEw JERSEY CouNTIES BY MuNICIPALITY AND RAILROAD-1955 

"1VI onmouth County 

135 

Penn. a. of N. J. D. L. & w. Erie N. Y. Oen. N. Y. S. & W. Total 

Asbury Park City ......................................... . 
Atlantic Highlands Borough ..................... . 
Allenhurst Borough .: ................................... . 
Avon-by-the-Sea Borough ....................... . 
Belmar Borough ........................................... . 
Bradley Beach Borough ............................. . 
Brielle Borough ............................................. . 
Deal Borough ............................................... . 
Eatontown Borough .......................... , ........ . 
Englishtown Borough .............................•.... 
Freehold Township ..................................... . 
Farmingdale Borough ............................... . 
Freehold Borough ....................................... . 
Howell Township ......................................... . 
Highlands Borough .... : ................ , ............... . 
Interlaken Borough ..................................... . 
Keyport Borough ..... .' ................................... . 
Keansburg Borough ................................... . 
Little Silver Borough ................................. . 
Long Branch City ....................................... . 
Manalapan Township ................................. . 
Marlboro Township ..................................... . 
Matawan Township ..................................... . 
Middletown Township ............................... . 
Manasquan Borough ................................... . 
Matawan Borough ....................................... . 
Neptune Township ............................•........... 
Ocean Township ........................................... . 
Oceanport Borough ..................................... . 
Raritan Township ...................................•.... 
Red Bank Borough ...................................... · 
Sea Girt Borough ......................................... . 
Shrewsbury Borough ................................. . 
Spring Lake Borough ............................... . 
Spring Lake Heights Borough ............... . 
Upper Freehold Township ......................... . 
Union Beach Borough ................................. . 
Wall Township ......................•..•.................... 

Total Monmouth County ............... . 

$6,091 

644 
501 
707 
675 

353 

227 
2,072 

12 
65 

209 
220 
217 

135 
40 

662 
150 

439 

$13,419 

$6,091 
2,035 

644 
501 
707 
675 

353 

326 

352 
267 
227 

2,072 

12 
310 
209 
220 
217 

135 
40 

662 
150 

439 

556 

$17,200 

--------

$12,182 
2,035 
1,288 
1,002 
1,414 
1,350 

706 

326 

352 
267 
454 

4,144 

24 
375 
418 
440 
434 

270 
80 

1,324 
300 

878 

556 

$30,619 
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APPENDIX· G-C<>ilttntled 
·' . . ; ]. . 

CLASS· II PROPERTY. TAX IN.NEW JERSEY COUNTIES :j3Y jM UNICIPALITY A.ND RAILRO~l955 

Boonton Town ................... ~··········---
Butler Borough .... ,.~ ........... , .......................... . 
Chatham Borough ....................................... . 
Chester Borough ················-----
Denville Township ············----
Dover Town ······················---················ East Hanover Township· ........................... . 
Hanover Township ...... : ................. : .............. . 
Jefferson Township ....................•.. ; ............•. 
Kinnelon Borough ·············.··························; 
Lincoln Park Borough :............................... · 
Madison Borough.··········'·······················: ...... ,· 
Montville·Township ..................................... . 
Morris Plains Borough ................ : .............. . 
Morristown Town .... , .... : .............. .............. . 
Morris Township ...............•..... , ................... . 
. Mountain :i:..akes Borough ......................... : 
~t. Arlington Borough ... :: ... , ...................•. 
Mt. Oliv~ Township ........................•........... 

· Netcong Borough .~ .............. , .•.. :.; ...•...•. , ....•..•. 
Parsippany-Troy Hills Township .............• 
Passaic Township ......... ; . .-........................... . 
Pequannock Township ........ ........ , .......•...... 
Randolph Township .....................•..•........... 
Riverdale Borough ....................................... . 
Rockaway Borough ..........•........... ;, .............. . 
Rockaway Township· ................................... . 
Roxbury Township ..... : ...•............................• 
Washington Township., ... ; ........................•. 
Wharton Borough ...........•..... : ........... , ... , ... :; ... . 

Total Morris. County ....................... . 

Morris County I 
Penn. · 0. of N: J. 

. I I : 

Erie 

$199 

110 

$309 

N. Y .. Oen. N, Y. B. di w. 

$309 

. $309 

. APPENDIX G--'-Confim!rnd . . 
' • • ' ! i . . 

CLASS II PROPERTY TAX IN NEW JERSEY COUNTIES iBYiMUNICIP.A.LITY AND RAILROAI}--1955 

P . C i I assaic · ounty I 
. l 

Total 

$1,078 
309 

2,275 

11,123 
2,794 

2 

123 
3,523 
'1,030 

700 
· 5,688 
1,004 

843 
29 
16 

·265 
21 

615 
199 

39 
110 

I 7 
1,366 

24 
$33,183 

Penn. O. of N, J. f · Lf di W. Erie N. Y. Oen. N. Y. B. di W. Total 

Bloomingdale Borough ....................... : .•...... 
Clifton City ............ . - ., ....... , .... , 

· Hawthorne :)3orough ........ ,.: ...................... , .. 

............. · 

Little Falls Township ........ ; ... ----
Passaic City ...................... , ......•..... ,, __ _ 
Paterson City ............... ............................•.... 
Pompton Lakes Borough ....................... : ... . 
Totowa Borough·............ . · .......... . 
Wanaque Borough··················'·····---
Wayne Township .........................•.......•........ · 
West Miiford Township ............................. . 

. West Paterson Borough .... : ..... ;••····;···········• 

Total Passaic County .......•...•. , ....... . 

l 
1$1,806. 
! I 
I ··1····· 

··l····· 
2,p18 
3,075 

l Tia· 
Jis2 
-+···· :.· I 4 

.• i$7,~71 

$3 
3,598 

496 
4:28 

4,587 
13,322 

52. 

359 
7S 

$22,923 

$1,347 

1,268 
685. 

$3,300 

$3 
5,404 
1;843 

428 
6,605 

17,665 
737 
116 
359 
130 

4 

$33,294 



APPENDIX G 
) 

APPENDIX G-Continued 

CLASS II PROP])RTY TAX IN NEW JERSEY COUNTIES BY MUNICIPALITY AND RAILROAD--1955 

Somerset County 

137 

Penn. o. of N. J. D.L.dW. Erie N. Y. Oen. N. Y. S. d W. Total 

Bernards Township ..................................... . 
Bernardsville Borough ............................... . 
Bound Brook Borough ............................... . 
Branchburg Township ............................... . 
Bridgewater Township ............................... . 
Far Hills Borough ·························---
Franklin Township ..................................... . 
Hillsborough Township ............................. . 
Manville Borough ....................... , ................. . 
Montgomery Township ............................. . 
Peapack~Gladstone Borough ................... . 
Raritan Borough ......................................... . 
Somerville Borough ..................................... . 
South Bound Brook Borough ................... . 

Total Somerset County ................. . 

$3,815 
268 
453 

3,629 
8,406 

$16,571 

$1,122 
6,607 

400 

292 

$8,421 

APPENDIX G-Continued 

CLASS II PROPERTY TAX IN NEW JERSEY COUNTIES BY MUNICIPALITY AND RAILROAD--1955 

Union County 

$1,122 
6,607 
3,815 

268 
453 
400 

292 
3,629 
8,406 

$24,992 

Penn. o. of N. J. D. L. d w. Erie N. Y. Oen. N. Y. S. d W. Total 

Berkeley Heights Township ..................... . 
Clark Township ........................................... . 
Cranford Township ..................................... . 
Elizabeth City ............................................... . $5,960 
Fanwood Borough ....................................... . 
Garwood Borough ....................................... . 
Hillside Township ........................ , .............. . 
Kenilworth Borough ................................... . 
Linden Township ......................................... . 
Linden City ................................................... . 5,395 
New Providence Borough ......................... . 
Plainfield City ............................................... . 
Rahway City ................................................. . 15,698 
Roselle Borough ........................................... . 
Roselle Park Borough ..........................•....... 
Scotch Plains Township ............................. . 
Springfield Township ................................. . 
Summit City ............................................ .... . 
Union Township ........................................... . 
Westfield Town ............................................. . 

Total Union County ......................... . $27,053 

$14,599 
13,680 

1,029 
122 

148 

6,455 

509 
571 

$37,113 

$40 

102 

6,995 

$7,137 

$40 

14,599 
19,640 

1,029 
122 

5,543 
102 

6;455 
15,698 

509 
571 

6,995 

$71,303 














