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SENATE, No. 3137

STATE OF NEW JERSEY
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TNTRQDU(‘.ED FEBRUARY 26, 1979

By Senators HERBERT, WRRICHETTI, LIPMAN, J. RUSSO,

MERLINO and HIRKALA

Referred to Committee on Transportation and Communications
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A~ Acr creating a publie corporation within the Department of
Transportation empowered to acquire, operate and contract for
the operation of public transportation services and facilities,
preseribing its powers and duties and revising parts of the
statutory law,

Br 1T ENACTED by the Senate and (Gemeral Assembly of the State
of New Jersey:

1. This act shall be known and may be cited as the ‘‘New Jersey
Public Transportation Aect of 1979.”

2. The Legislature hereby finds and deelares that:

a. The provision of efficieni, coordinated, sufe and responsive
public transportation is an essentinl public purpose which promotes
mobility, serves the needs of the transit dependent, costers com-
merce, conserves limited energy resources, protects the environ-
ment and promotes sound land use and the revitalization of our
urban centers. : .

b. As a matter of public policy, it is the responsibility of the
State to establish and provide for the operation and improvement
of a coherent publie transportation system in the most efficient
and effective manner. ]

¢. In the development of public transportation policy and plan-
ning, participation by county and municipal governments should
be encouraged.

d. In the provision of public transportation services, the State
should counsider, consistent with the purposes of this act, the utili-
zation of effective private management.

e. In furtherance of these findings and declarations, a public
corporation shall be created with the necessary powers to accom-
plish these purposes, including the power to acquire and operate

public transportation assets.

EXPLANATION—Matter enclosed in bold-faced brackets [thuel in the above bill
is not d and is i ded 10 be omitted in the law.
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3. As used in this act:

a. ““Corporation’’ means the New Jersey Transit Corporation.

b. ““Motorbus regular route service’ means and includes the
operation of any motorbus or motorbuses on streets, publie high-
ways or other facilities, over o fixed route and between fixed ter-
mini on a regular schedule for the purpose of carrying passengers
for hire or otherwise, in this State or heiween points in this State
and points in other states.

e. ““Capital equipment and facilities™ means and ineludes, in
connection with public transportation service, passenger stations,
shelters and terminals, automobile parking facilities, ramps, track
connections, signal systems, power systems, information and com-
munication systems, roadbeds, transit lanes or rights of way,
equipnent storage and servicing facilities, bridges, grade erossings,
rail cars, locomotives, motorbus and other motor vehicles, mainte-
nance and garage facilities, revenue handling equipnient and any
other equipment, facility or property useful for or related to the
provision of publie transportation service,

d. tParatbransit services' means and ineludes any serviee, other
than motorbus regular roufe serviee and charter serviees, inelud-
ing, but not limited to, dial-a-ride, nonregular ronte, jitney or
community minibus, and shared-ride serviees such as vanpools,
limousines or taxicabs which are regularly available to the public
and are not reserved for the private and exclusive use of individual
passengers.

e. ‘‘Public tl'ﬂusportaﬁoﬁ or public transportation serviee”’
means rail passenger service, motorbus regular route serviee,
paratransit service, motorbus charter scerviee or rail freight ser-
vice.

f. ““Motorbus charter service’” means and includes subscription,
school bus, charter, tour or other special motorbus services.

s

g. “Rail freight service’ means and includes the operation of
a railroad, subway, street, traction or cleetrie railway for the par-
pose of carvying freight in this State or between points in this
State and points in other states.

h. “‘Rail passenger service'’ means and includes the operations
of a railroad, subway, street, traction or eleetric railway for the
purpose of carrying passengers in this State or between points
in this State and points in other states.

4. a. There is hereby established in the Executive Branch of the
State Government the New Jersey Transit Corporation, a body

corporate and politic with corporate succession. For the purpose of
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complying with the provisions of Article V, Section IV, paragraph
1 of the New Jersey Constitution, the corporation is hereby allo-
cated within the Department of Transportation, but, notwithstand-
ing said allocation, the corporation shall be independent of any
supervision or control by the department or by any body or officer
thereof. The corporation is hereby constituted as an instru-
mentality of the State exercising public and essential governmental
functions, and the exercise by the corporation of the powers con-
ferred by this act shall be deemed and held to be an essential
governmental funetion of the State.

b. The corporation shall be governed by a board which shall
cousist of five members including the Commissioner of Transporta-
tion and the State Treasurer, who shall be members ex officio,
another member of the Kxecutive Branch to be selected by the
Qovernor who shall also serve ex officio, and two other public
members who shall serve at the pleasure of the Governor. The
board shall designate a secretary who need not be a member.

c. Board members other than those serving ex officio shall serve
without compensation, but members shall be reimbursed for actual
expenses necessarily incurred in the performance of their duties.

d. The Cominissioner of Transportation shall serve as chairman
of the board. Tie shall chair board mectings and shall have
responsibility for the scheduling and convening of all meetings of
the board. Kach ex officio member of the hoard may designate one
or more cmployees of lis department or agency to represent him
at meetings of the board, and each such designee may lawfully vote
and otherwise act on behalf of the member for whom he constitutes
the designee. Any such designation shall be in writing delivered
to the board and shall continue in effect until revoked or amended
by writing delivered to the board.

e. The powers of the corporation shall be vested in the members -
of the board thereof and three members of the board shall con-
stitute a quorum at any meeting thereof. Actlions may Le taken and
motions and resolutions adopted by the board at any meeting
thereof by the affirmative vote of at least three members. No.
vacaney in the membership of the board shall impair the right of a
quorum to exercise all the rights and perform all the duties of the
board.

f. A true copy of the minutes of every meeting of the hoard shall
be delivered forthwith, by and under the certification of the secre-
tary thereof, to the Governor. No action taken at such meeting by
the board shall have force or effect until approved by the Governor
or until 10 days after such copy of the minutes shall have been



o

[ SIEN BN o A

<

32

33

35

36

4

delivered. Tf, in said 10-day period, the Governor returns such
copy of the minutes with veto of any action taken by the board or
any member thereot at such meeting, such action shall be noll and
of no cffect. The Governor may approve all or part of the action
taken at such mecting prior to the expiration of the said 10-day
peirod.

5. In addition to the powers and dulies conlerved upon it else-
where in this act, the corporation may do all aefs neeessary and
reasonably ineident to carrying out the objectives ol this act, in-
cluding bul not in lunitation thereof the following:

a. Sue and be sued;

b. Have an official seal and aller the same at pleasure;

c. Make and aller bylaws for its orgunization and internal
management and for the conduct of its affairs and business;

d. Maintain an office at such place or places within the State
as it may determine;

¢. Adopt, amend and repeal such rules and regulations as it
may deem necessary to cilectuate the purposes of this acl, which
shall have the force and effect of law; it shall publish the same
and file them in accordance with the ‘‘Administrative Procedure
Aect,”? P. L. 1968, c. 410 (C. 52:14B-1 et seq.) with the Director of
the Office. of Administrative Law;

f. Call to its assistance and avail itself of the serviee of such
cuployees of any Federal, State, county or municipal department
or agency as it may require and as may be available to it for said
purpose;

g. Apply for, accept and expend moncy from any Federal, State,
county or municipal ageney or instrumentality and from any
private source; comply with Jederal statutes, rules and regula-
tions, and qualily for and rveceive all forws of finuncial assistance
available under Federal law to assure the coutinuance of, or for the
support or improvenient of public transportation and as inay be
necessary lfor that purpose lo enter into agrecments, including
Federally required labor proteclive agreewents;

h. Plan, design, construct, equip, operate, improve and maintain,
either directly or by contract with any public or private entity,
public transportation serviees, capital equipment and facilities or
any parts or [unctions thercof, and other transportation projeets,
or any parts or funclions thercof, which may be funded under
section 3 of the Federal Urban Mass Transportation Act of 1964,
P. 1. 88-365 (49 U. S. €. §1602), or any successor or additional

Federal aet having substantially the same or similar purposes or
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funetions; the operation of the facilities of the corporation, by the
corporution or any public or private entity, may include appro-
priate and reasonable limitations on competition in order that
maximum service may be provided most efficiently to the public;

i. Apply for and accept, from appropriate regulatory bodies,
authority to operate public transportation services where mnec-
essary;

j. Purchase, lease as lessee, or otherwise acquire, own, hold,
improve, use and otherwise deal in and with real or personal prop-
erty, or any interest therein, from any public or private entity,
wherever situated;

k. Lease as lessor, sell or otherwise dispose of on terms which
the corporation may prescribe, real and personal property, includ-
ing tangible ov intangible property and consumable goods, or any
interest therein, to any public or private entity, in the exercise of
its powers and the performance of ils duties under this act. In
order to provide or encourago adequate and efficient publie trans-
portation service, the corporation may lease or otherwisc permit
the usc or occupancy of property without cost or at a nominal
rental;

1. Restrict the rights of persons to enter upon or construct any
works in or upon any property owned or leased by the corporation,
except under such terms as the corporation may preseribe; perform
or contracl for the performance of all acls necessary for the man-
agement, maintenance and repair of veal or personal property
leased or otherwise used or vccupicd pursuant to this aol;

m. lstablish one or more operating divisions as deemed nee-
essary ;

n. Set and colleet” fares and determine levels of service for
service provided by the corporation either directly or by contract
including, but not limited to, snch reduced fare programs as deemed
appropriate by the corporation; revenues derived from such service
may he collected by the corporation and shall be available to the
corporation for use in furtherance of any of the purposes of this
act;

o. Set and collect rentals, fees, charges or other payments from
the lease, use, occupancy or disposition of properties owmned or
leased by the corporation; such revenues shall be available to the
corporation for use in furtherance of any of the purposes of this
act;

p. Deposit corporate revenues in interest bearing accounts or in
the State of New Jersey Clash Management Fund established pur-
suant to section 1 of P. L. 1977, c. 28 (C. 52:18A-90.4) ;
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§. Delegate to subordinate officers of the corporation such
powers and duties as the corporation shall deem necessary and
proper to carry out the purposes ol thix act;

r. Procure and enter into contracts for any type ol insurance
and indemnify against loss or damage {o property from any eause,
ineluding logs of use and ocenpaney, against death or injury of any
person, against employees’ iability, against any act of any member,
ofticer, employee or servant of the corporation, whether pari-fime,
full-time, compensated or noncompensated, in the performance of
the duties of his office or employnient or any other insurable risk;

s. Promote the use of publie transportation serviees, coordinate
ticket sales and passenger information and sell, lease or otherwise
contract for advertising in or on the equipment or facilitics of the
corporation and;

t. linter info any and all agreements or contracts, exceute any
and all instruments, and do and perform any and all acts or things
necessary, convenient or desirable for the purposes of the corpora-
{ion, or to carrvy out any power expressly or implicitly given in this
act.

6. a. The corporation may enter into contracts with any public
or private entity to operate rail passenger and rail freight serviee
or portions or functions thercof. Where appropriate, payinents
by the corporation for services contracted for under this seetion
shall be determined in accordance with the FFederal Regional Rail
Reorganization Aet of 1973 (45 U. S. (', 701 et seq.), the Federal
Rail Passenger Service Act of 1970 (45 U. S. (. 301 et seq.), any

other applicable Federal law, and any and all rules, regulations

and standards, promulgated thereunder and decisions issued pur-
suant thereto. In all other cases, payments shall be by agreement
upon such terms and conditions as the corporation shall deem
neeessary.

b. The corporation may enter into contraets with any public or
private entity to operate molorbus regular route, paratransit or
motorbus charter services or portions or functions thereof. Pay-
ments shall be by agreenent upou such terms and conditions as
the corporation shall deem necessary.

7. The corporation or any public or private entity under contract
to the corporation operating regular route motorbus service may
provide motorbus charter service provided that the earrier com-
plies with applicable State and Federal statutes, rules and regu-

lations with regard to any such operations.
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8. a. The authority hereby given the corporation pursunant to
this act with respect to fares and service, shall he exereised by the
corporation directly or through contract without regard ov refor-
ence to the jurisdietion vested in the Departinent of Transportation
by sections 48:2-21, 48:2-24 and 48:4-3 of the Revised Btatulos.
The Departient of Transportation shall resume jurisdietion over
service and fares upon the {ermination and discontinuance of a
contractual relationship hefween the corporation and a private or
public entity relating to the provision of public transportation
services operated under the authority of certificaies of public con-
venience and necessity previously issued by the department or its
predecessors; provided, however, that no private entity shall be
required to restore any service diseontinued or any fare changed
during the existence of a contractual velationship with the corpora-
tion, unless the Departnient of Transportation shall determine,
after notice and hearing, that the service or fare is required by
public convenience and necessity.

h. Notwithsianding any other provisions of {his not, all velicles
used by any publie or private entity presuant to conteae! autho-
rized by this set, and all vehicles operated by the corporation
directly, shall be subject to the jurisdiction of the Department of
Transportation with respeet to insurance, maintenance, specifica-
tions and safety to the same extent such jurisdiction is conferrved
upon the department by Title 48 of the Revised Statutes.

c. Before implementing any fare increase for any motorbus regu-
lar route or rail passenger services, or the abandonment of any
such services, the corporation shall hold a public meeting in the
area affected during evening hours. Notice of such meetings shall
be given by the corporation atl least 10 days prior to sueh meeling
to the governing body of cach county whose residents: will he
affected and to the elerk of cach muunicipality in the county or
countics whose residents will be affeeted; such notice shall also
be posted at least 10 days prior to sueh meeting in prominent places
on the railroad cars and buses serving the routes to be affected.

9. In any proceeding before the Department of Transportation
for deercasing or abandoning service, any contract pavments
offered by the corporation for continuing service shall be considered
as available revenues by the department, in making any deteinni-
nation on the petition.

10. In order to conserve, improve, and promote public trans-
portation service necessary for publie use pursuant to the provi-

sions of this act, the corporation may purchase and improve capital
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equipnient and facilities, including, but not limited to, the design,
planning, acquisition, construction, rceonstruetion, relocation, in-
stallation, removal, establishiment, vepair or rehabilitation of such
equipment or facilities. The powers herein granted shall be exer-
cised by the corporation, notwithstanding the provisions to the
contrary of I’. L. 1948, ¢. 92 (. H2:18A-1 of seq.) and chaplers 25,
32, 33, 34 and 35 of Title 52 of the Revised Statutes, and in ac-
cordance with procedures set forth in section 11 of this act.

11. a. All purchases, contracts or agreements pursuant to this
act shall be made or awarded directly by the corporation, except
as otherwise provided in this act, only after public advertisement
for bids therefor, in the manner provided in this act, notwithstand-
ing the provisions to the contrary of P. T.. 1948, ¢. 92 (C. 52:18A-1
et seq.) and chapters 25, 32, 33, 34 und 35 of Title 52 of the Revised
Statutes.

b. Whenever advertising is required: (1) specifications and
invitations for bids shall permit such full and free competition as
is consistent with the procurement of supplies and services neces-
sary to meet the requirements of the corporation; (2) the adver-
tisement for bids shall be in such newspaper or newspapers selected
by the corporation as will besl give notice thereof to bidders and
shall be sufficiently in advance of the purchase or contract to
promote competitive bidding; (3) the advertisement shall desig-
nate the time and place when and where sealed proposals shall
be received and publicly opened and read, the amount of the cash,
certified check, cashiers check or bank check, if any, which shall
accompany each bid, and such other terms as the corporation may
deem proper.

¢. The corporation may reject any or all hids not in accord with
the advertisement of specifications, or may reject any or all bids
if the price of the work materials is excessively above the estimate
cost or when the corporation shall determine that it is in the public
interest to do so. The corporation shall prepare a list of the bids,
including any rejected and the cause thervefor. The corporation may
aceept bids containing minor informalities. Awards shall be made
by the corporation with reasonable promptness by written notice
to the responsible bidder whose bid, conforming to the invitation
for bids, will be the most advantageous to the State, price and
other factors considered.

d. A proposal bond equal to at least 50% of the bid executed by
the contractor with such sureties as shall be approved by the
corporation in favor of the State of New Jersey, shall accompany
each bid and shall be held as security for the faithful performance
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of the contractor in that, if awarded the contract, the bidder will
deliver the contract within 10 working days after the award,
preoperly axeeated nod secured by satisfactory bonds in accordance
with the provisions of N, J. S. 2A :44-143 through N. J. 8. 2A :44-147
and specifications for the project. The corporation may require in
addition to the proposal bond such additional evidence of the
ability of a contractor to perform the work required by the contract
as it may deem necessary and advisable. All proposal bonds which
have been delivered with the bids, except those of the two lowest
responsible bidders, shall be returned within 30 working days after
such bids are received.

e. If the bidder fails to provide a satisfactory proposal bond as
provided in subsection d. of this section, his bid shall be rejected.

f. The corporation shall detcrmine the terms and conditions of
the various types of agreements or contracts, including provisions
for adequate security, the time and amount or percentage of each
payment thereon and the amount to be withheld pending completion
of the contract, and it shall issne and publish rules and regulations
concerning such terms and conditions, standard contract forms and
such other rules and regulations concerning purchasing or procure-
ment, not inconsistent with any applicable law, as it may deem
advisable to promote competition and to protect the public interest.

g. Any purchase, contract or agreement pursuant to subsection a.
hereof may be made, negotiated or awarded by the corporation
without advertising in any manner which the corporation may
deem effective to promote full and free competition whenever
competition is practicable;

(1) When the aggregatc amount involved does not exceed
$7,500.00; or

(2) In all other cases when the corporation seeks:

(a) To acquire used public transportation equipment or
existing public transpoftation facilities or rights of way; or

(b) To acquire' subject matter which is that deseribed in
gection 4 of P. T.. 1954, c. 48 (C. 52:34-9); or

(e¢) To make a purchase or award or make a contract or
agreement under the circumstances described in section 5 of
P. 1. 1954, c. 48 (C. 52:34-10).

h. The corporation shall require that all persons proposing to
submit bids on improvements to capital facilities and equipment
shall first be classified by the corporation as to the character and
amount of work on which they shall be qualified to submit bids.
Bids shall be accepted only from persons qualified in accordance
with such classification. S T
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12. a. The corporation shall have the power to acquire by pur-
chase, condemnation, lease, gift or otherwise, on such terms and
conditions and in such manner as it may deem proper, for use by
the corporation or for use by any other public or private entity
providing public transportation services, all or part of the facility,
plant, equipment, property, shaves of stock, rights of property, real,
personal, tangible, intangible or mixed vights in property, roserve
funds, employees pension or relirement funds, speeial fuuds, fran-
chiges, licenses, patents, permits and papers, documents and
records of a public or private entity providing public transportation
services within the State, subject to any outstanding obligations
relating to such items as might be agreed upon by the parties,
together with all or any part of the right of way, equipment, fixed
facilities and other property of any kind of any such entity ending
beyond the boundaries of this State.

Such properties upon acquisition by or lease to the corporation
shall become and be operated as part of any public transportation
services by the corporation or any entity designated by the corpo-
ration and the corporation shall have all powers in conneetion with
such properties and such operations as are confered by this aect.

b. The corporation shall also have the power to acquire by pur-
chase, condemnation, lease, gift or otherwise, on such terms and
conditions and in such manner as it may deem proper, any land or
interest therein, including land under water and air rights, which
it may determine is reasonably necessary for the purposes of the
corporation under the provisions of this act and any and all rights,
whether for immediate or future use, title and interest in such
land and other property, including public lands, parks, playgrounds,
reservations, highways or parkways, owned by or in which any
county or munieipality, borough, town, township, village, ov other
political subdivision of the State has uny right, title or interest, or
parts thereof or rights therein and any fee simple absolute or any
leser interest in private property, and any fee simple absolute in,
eagements upon, or the benefit of rostrioﬁmm upon, abutting prop-
erty to preserve and protect corporation projects.

¢. The corporation, if it proceeds to acquire any public or private
entity engaged in the provision of public transportation service,
or any part thereof by condemnation, shall have the power to take
control of and operate such entity immediately upon the filing and
approval of the complaint for condemnation, if the corporation in
its discretion, determines such action to be necessary. This power
shall include the possession of all right, title and other powers of

ownership in all properties and facilities deseribed in the petition.
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Such action shall he cffective upon service of a copy thereof on
the condemnca. Tn the defermination of the fair value of any such
entity, thora shall not ho included nny value attribmtable to expend-
itures for improvements or payments made to the entity by the
corporation, the Commuter Operating Agency or the Department
of Transportation.

d. Upon the exercise of the power of eminent domain by the
corporation the compensation to be paid thercunder shall be
ascertained and paid in the manner provided in the ‘‘Eminent
Domain Act of 1971, P. 1. 1971, ¢. 361 (C. 20:3-1 et seq.) in so far
as the provisions thereof are applicable and not inconsistent with
the provisions contained in this act. The corporation may join in
separate subdivisions in one petition or complaint the descriptions
of any number of tracts or parcels of land or property to be con-
demned, and the names of any number of owners and other parties
who may have an interest therein and all such land or property
included in said petition or complaint may be condemned in a single
proceeding; provided, however, that separate awards shall be
made for each tract or parcel of land or property; and provided,
further, that each of said tracts or parcels of land or property
shall be wholly within or have a substantial part of its value be
wholly within the same county.

e. Upon the filing by the corporation of a complaint in any action
to fix the compensation to be paid for any property or at any time
thereafter, the corporation may file with the clerk of the county in
which such property is located and also with the clerk of the
superior court a declaration of taking, signed by the corporation,
or such employees of the corporation as may be designated by the
corporation, declaring that possession of one or more of the tracts
or parcels of land or property described in the complaint is thereby
being taken by and for the use of the eorporation. The declaration
of taking shall be sufficient if it sets forth (1) a description of each
tract or parcel of land or property to be taken, (2) a statement of
the estate or interest in the property being taken, (3) a statement
of the sum of money estimated by the corporation to be just com-
pensation for the taking of the estate or interest in each tract or
parcel of land or property described in said declaration, and
(4) an allegation that, in compliance with the provisions of this act,
the corporation has established and is maintaining a trust fund
as hereinafter provided.

f. Upon the filing by the corporation of a declaration of taking
and the depositing with the clerk of the superior court of the amount
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of the estimated compensut‘ion stated in the declaration, the
corporation, without other process or proceedings, shall be entitled
to the exclusive possession and use of each tract or parcel of land
or property described in said declaration and may forthwith enter
into and tuke possession of said land or property, it being the intent
of this provision that the action to fix compensatiou to be paid or
any other proceedings relaling to the taking of the land or property
or interest thercin or entering thercon shall not delay the taking of
possessiou thereof and the use thereof by the corporation for the
purposes authorized by this act. The corporation shall not abandon
any condemualion proceeding subsequent to the date upon which
it has taken possession of the land or property as herein provided.

g. The corporation shall eause notice of the liling of a declaration
of taking of property as provided in this act and of the making of
the deposit required by this act with respect thereto to be served
upon each party to the aclion wlo resides in the State, either
personally or by leaving a copy thercof at his residence or business
address if known, and upon each such party who resides out of the
State, by mailing a copy thercol to him al bis residence or
business address, if known. ln the cvent that the residence of

any such party or the name of sueh party is unknown, such

1064 notice shall be published at least once in a newspaper published
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or cireulating in the counly or counties in which the property is
located. Such service, mailing or publication shall be made within
30 days after filing such declaration. Upon the application of any
party in interest and after notice to other parties in interest,
including the corporation, the Superior Court may direct that the
money deposited with the clerk of the superior court or any part
thereof be paid forthwith, without deduction of any fees or com-
missions, to the person or persous entitled thereto for or on account
of the just compensation to be awarded in said action; provided,
that cach such person shall bave filed with the clerk of the superior
court a consent, in writing that, in the event the award in the action
shall be less than the amount deposited, the court, after such notice
as the court prescribes and hearing, may determine the lability,
if any, for the return of the difference or any part thereof and
enter judgment therefor.

If the amount of the award as finally determined shall exceed
the amount so deposited, the person or persons to whom the award
is payable shall be entitled to recover from the corporation the
difference between the amount of the deposit and the amount of

the award, with interest at the rate of 6% per annum thereon from
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the date of making the deposit. If the amount of the award so
determined shall be less than the amount so deposited, the clerk
of the superior court shall return the difference between the
amount of the award and the deposit, including all acorued interest
thereon, to the corporation unless the deposit or any part thereof
shall have theretofore been distributed, in which event the court,
on application of the corporation and notice to all persons interested
in the award and affording them an opportunity to be heard, shall
enter judgment in favor of the corporation for the difference
against the party or parties liable for the return thereof.

13. The corporation may appoint an exccutive director, directors
of operating divisions, divisions, and other such additional officers,
all of whom need not be mewbers of the corporation, and may
employ consulting architects, engineers, auditors, accountants,
construction, management rcal estate, operations and financial ex-
perts, supervisors, managers and such other professional consult-
ants and officers and employees, and may fix their compensation,
as the corporation deems advisable; and way promote and dis-
charge such officers and employees, all without regard to the pro-
visions of Title 11 of Lhe Revised Statutes. In developing an
cmployee compensation schedule, the corporation shall consult
with appropriate authoritics of the State and file such sehedule
with them upon completion. The corporalion shall by October 31
of each year subimit to the Governor and thic presiding officers and
the Traunsportation and Communications Committees of both
Houses of the Legislature, a list of all full and part-time officers
and employces of the corporation and the salaries, wages and com-
pensation received by said officers and cwployees duriﬁg the pre-
ceding fiscal year.

Persons holding positions in the classified and unclassified service
of the State who are presently cnrolled in the Public Employees’
Retirement System shall, while employced by the corporation, con-
tinue as members of that retirement system and retain all rights
and protection provided them by said retirement system. Persons
employed by the corporation who are members of a State-admin-
istered rotirement system other than the Public Employees’ Re-
tirement System shall, upon acceptance of their employment with
the corporation, be required to transfer their membership to the
Public Employces’ Retirement System.

Employees of the corpopration who are not presently enrolled
in any State-administered retirement system shall he cnrolled in

the Public Employees’ Retirement System if they are eligible
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under the terms of seetion 73 of P. 1., 1954, c. 84 (V. 43:15A-73).
Eniployees who are ineligible for enrollment in the Public Fin-
ployees” Retirement System shall retain membership in any non-
State retirement system under which they have acerned benefits
or rights or shall be eligible to join such system.

14. The exercise of the powers granted by this act shall be in
all respeets for the benefit of the people of the State, and sinee
the improvement, operation, and maintenanee of public transporta
tion services by the corporation constitute the performance of
essential governmental funetions, the corporation shall not be re-
quired to pay any taxes or assessments upon any public {rans-
portation projeet or any property acquired or used by the
corporation under the provisions of this act or upon the income
therefron.

15. All expenses incurred by the corporation in carrying oul
the provisions of this act shall be payable from funds available
to the corporation therefor and no liability or obligation shall be
incurred by the corporation beyond the extent to which moneys
are available, No debt or liabililty of the eorporation shall he
deemed or construed to ereale or constifute a debt, liability, or a
loan or pledge of the credit of the State,

16. Real property and rolling stock owned or used by the cor-
poration shall be exempt from all claims of ereditors and from
levy, exeecution or attachment.

17. Notwithstanding any of the provisions of the ““New Jersey
Contractual Liability Act’” (N. J. 8. 59:13-1 ¢t seq.) to the con-
trary, contract claims and suits against the corporation shall be
governed by suid act.

18. a. The corporation shall, by September 15 of cach year, file
with the Commissioner of Transportation a report in such format
and detail as the Commissioner may require setting forth the actual,
operational, capital and financial results of the previous fiseal vear,
the operational, capital and financial plan for the current fiseal
year and a proposed operational, capital and finaneial plan for the
next ensuing fiscal year.

b. On or before October 31 of cach vear, the corporation shall
make an annual report of its activities for the preceding fiscal year
to the Governor and to the presiding officers and the Transporta-
tion and Communications Committees of both Houses of the Leg-
islature. Each such report shall set forth a complete operating
and financial statenient covering its operations and eapital projects

during the year.
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c. All records of minutes, accounts, bills, vouchers, contracts
or other papers conneeted with or used or filed with the corporation
ar will any effleer or shiployes neting For or in its bahalf nee hereby
declared to be pablic records and sball be open to public inkpeation
in accordance with P. L. 1963, ¢. 73 (C. 47:1A-1 et seq.) and regu-
lations presecribed by the eorporation.

d. The corporation shall cause an audit of its books and aecounts
to be made at least once each year by certified public accountants
and the cost thereof may be treated as a cost of operation. The
audit shall be filed within { months after the close of the fiscal
year of the corporation and a certified duplicate copy thercof shall
be filed with the Division of Budget and Accounting in the De-
partment of Treasury.

e. Notwithstanding the provisions of any law to the contrary,
the State Auditor or his legally authorized reprosentative may
exanmine the aceounts and books of the covporation.

19, AUl veal or personal properties purchasced heretofore for
public transportation purposes in the name of Commuter Operating
Agency, Department of Transportation, its predecessors or the
(Cfommissioner of Transportation, shall be deemed to have been
purchased in the name of the State by and through the corporation
and shall henceforth Le deemed to be and shall actually be the
property of the corporation.

20. This act is intended to protect and promote the public health,
safety and welfare, and shall be liberally construed to obtain the
objeetives and effeet the purposes thereof.

21. If any provision of this act or the application thereof to any
person, or circumstanees, or the exercise of any power, or authorily
thereunder is held invalid ov contrary to law, such holding shall
not adlect other provisions or applications or uffect other exercises
of power or aathorily under said provisions not contrary to law,
and to this end, the provisions of this act are declared to he
severable. ' ’

22. Section 5 of P. L. 1966, ¢. 301 (C. 27:1A-5) is amended to
read as follows:

5. The commissioner, as head of the department, shall have all
of the functions, powers and duties heretofore vested in the State
Highway Commissioner and shall, in addition to the functions,
powers and duties invested in him by this act or by any other law:

(a) Develop, from timne to time revise and maintain a ecompre-
hensive master plan for all modes of transportation development,

with special emphasis on public transportation:
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(b) Develop and promote programs to foster efficient and cco-
nomical transportation services in the State;

(e) Prepare plans for the preservation [and], improvement
and expansion of the [railroadY public transportation system, with
speeial emphasis on [eomnmuter railvoadsY fthe coordination of
transil modes and the use of highways and public streets for public
transportation purposes;

[(d) Develop plans for more efficient public transportalion
service by railroads and motor bus operators; develop statisties,
analyses, and other data of use to ratlroad and bus operators in the
provision of public transportation service; facilitate more effective
coordination between bhus service and other forms of public trans-
portation, particularly the commuter railroads; review petitions
for motor hus franchises in areas served by the commuter railroad
system and make appropriafe recommendations on sueh petitions.]

(d) Enier into contracts with the New Jersey Transit Corpora-
tion for the provision and tnprovement of public transporiation
services;

(e) Coordinate the transportation activities of the department
with those of other public agencies and aathorities;

() Cooperate with interstate commissions and anthoritics, State
departments, couneils, commissions and other State agencies, with
appropriate Federal agencies, and with interested private indi-
viduals and organiaztions in the coordination of plans and policies
for the development of air commerce and air facilities; [and}

(2) Make an annual report to the Governor and the Legislature
of the department’s operations, and render such other veports as
the Governor shall from time to time request or as may be required
by law[.}; and

(h) Promulgate regulations providing for the charging of and
setling the amount of fees for certain services performed by and
permits issued by the department, ineluding but not limited to the
following:

(1) Providing copies of documents prepared by or in the
custody of the department;

(2) Aeronauties permits;

(3) Right-of-way permits;

(4) Traffic signal control systems.

23. Section 2 of P. L. 1973, c. 126 (C. 27:1A-65) is amended to
read as follows:

2. For the purposes of this act, unless the context clearly in-

dicates otherwise:
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a. “‘Commissioner’’ means the Commissioner of Transportation;
provided, howover, that he may delegate any of his powers or duties
under this act to any subordinate division, agency or employee of
the Department of Transportation or to the New Jersey Transit
Corporation.

b. ‘“Carrier’’ means any individual, copartnership, association,
corporation, joint stock company, public agency, trustee or receiver
operating motor buses or rail passenger service on established
routes within this State or between points in this State and points
in adjacent states.

¢. “Motor bus’’ means ‘‘auntobus’’ as defined in R. S, 48:4-1, and
includes those autobuses, commonly called jitneys, as defined in
R. S. 48:16-23.

d. “‘Offpeak times’’ means the hours from 9:30 a.m. to 4 p.m.
and from 7 p.m. to 6 a.m. during the weekdays, and all day on
Satardays, Sundays and holidays.

e. ‘“Senior citizen’’ means any individual 62 years of age or over.

f. ‘““Handicaped citizen’’ means any individual who, by reason
of illness, injury, age, congenital malfunction, or other permanent
or temporary incapacity or disability, is unable without special
facilities or special planning or design to utilize mass transporta-
tion facilities and services as effectively as persons who are not so
affected.

24. Section 73 of P. L. 1954, ¢. 84 (C. 43:15A-73) is amended to
read as follows: .

73. a. The Public Ewmployees’ Retirement System ix herchy
authorized and directed to enroll eligible employees of the New
Jersey Turnpike Authority, the New Jersey Highway Authority,
Palisades Interstate Park Commission, Interstate Sanitation Com-
mission, the Delaware River Basin Commission and the Delaware
River Joint Toll Bridge Commission.

In the casc of the Delaware River Joint Toll Bridge Commission,
the eligible employees shall be only those who are employed on the
free bridges across the Delaware river, under the control of said
commission.

The said employees shall be subject to the same membership, con-
tribution and benefit provisions of the retirement system as State
employees.

b. The State University of New Jersey, as an instrumentality
of the State, shall, for all purposes of this act, be deemed an em-
ployer and its eligible employees, both veterans and nonveterans,
shall be subject to the same membership, contribution and benefit
provisions of the retirement system and to the provisions of chapter
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3 of Title 43 of the Revised Statntes as are applicable {o State em
ployees and for all purposes of this act etaployment by the State
Thiversity of New Jersey after April 16, 144, amd For the purposes
of chapter 3 of Title 423 of the Revised Stadules any new employ
ment after January 1, 1955, shall be deemed to be and shall be con
strued as service to and emplovment by the State of New Jersey.

¢. The Compensation Rating and Inspection Bureau, created and
established pursuant to the provisions of R. S, 34:15-89, shadl, for
all purposes of this ael, be decmed an employer and its eligible em-
ployees, both veterans and nonveterans, shall be subject to the same
membership, contribution and benefit provisions of the retircment
system and to the provisions of chapter 3 of Title 43 of the Revised
Statutes as both are applicable {o State employees.

The retirement system shall certity to the Counmnissioner of I
surance and the Commissioner of Insurance shall direct the Com-
pensation Rating and Inspection Burcau to provide the necessary
payments to the retirement system in accordance with. procedures
established by the refirement system. Such payments shall in-
clude (1) the contributions and charges, similar to those paid by
other public ageney cmployers, to he paid hy the Compensation
Rating and Tuspection Bureau to the retivement system on helialf
of its employee members, and (2) the contributions to be paid by
the Compensation Rating and Inspeetion Burcau to provide the
past service credits up Lo June 30, 1965 for these members, both
veterans and nonveterans, who enroll before July 1, 1966,

d. The New Jersey Sports and FKxposition Authority, created
and established pursuant to the *“New Jersey Spovts and LKxposi-
tion Authority Law,”” . T.. 1971, ¢. 137 (C. 5:10-1 el seq.) shall
for all purposes of this act, be deemed an employer and its eligible
employees both veterans and nouveterans, shall be subject o the
same membership, contribution and benefit provisions of the re-
tirement system and to the provisions of chapter 3 of Title 42 of
the Revised Statutes as arve applicable to State emnployces.

(1) Eligible employees as used hercin shall not include persons
who are not classified as salaried, or who are compensated on an
hourly or per diem basis, or whose enmiployment is normally
covered by other retirement systems to which the authority maukes
contributions.

(2) Eligible employees previously permitted to enroll in the re-
tirement system shall redeposit the contributions previously made
by them and all service credit shall then be restored and future

contributions made at the date of contribution as originally
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assigned. The authority shall redeposit the employer payments
it bad made, with iuterest fo the date of rodeposil.

¢. The New Jersey Transit Corporation created and established
pursuant Lo the **New Jervsey Public Transportation Liproceneenl
Act of 19797, P. L. 19 , ¢. shall for all purposes of s act,
be deemed an employer and its cligible employecs both veterans
and nowveterams, shall be subject to the same membership, con-
tribution and bencfit provisions of the retivement system and to
the provisions of chapter 8 of Tille 43 of the Revised Statutes us
are applicable to State cimployces. Iiligible cmployees as used
herein shall include persons e management, professional or clerical
positions bul shall not include persons who ure not classificd as
salaried or who are compensated on an hourly or per diem bases
or whose employment is normally covered by other retircment
systems to which the corporation may make contributions.

25. a. The following are repealed:

P. 1. 1966, c. 301, § 15-27 (C. 27:1A-15 to 27:1A-27);

P. L. 1966, ¢. 301, §29-32 (C. 27:1A 29 to 27:1A-32);

PoT. 1975, e 371, § 1, 2 (L 2T :1A-18.1 and 27:1A-18.2);

P10 1967, ¢ 188, §1, 2 (CL27:1A- 241 and 27:1A--24.2) ;

P. 1. 1976, ¢. 119, § 1-7 (C. 27:1A--28.7 to 27:1A-28.13).

b. The repealer of these acts and part of acts shall not in any
way atfecl any contracts, agrecmeuts, delerminations, orders,
rules or regulations heretofore made or promulgated, as the case
may be by the Commuter Operating Ageney or the Department
of Transportation pursuant (o any authority herctofore granted
but such contracts, agreements, determinations, orders, rules and
regulations shall be continucd by the corporation with full force
and effeet until otherwise amended, repealed or terminated in
accordance with the terms thercof or pursuant to the provisions
of this act.

26. Whenever in any law, rule, regulation, contract, docuent,
judicial or administrative proceeding or otherwise, reference is
made to the New Jersey Conmmmuter Operating Agency, the same
shall mean and refer to the New Jersey Transit Corporation.

27. Until such time as the corporation and its board are legally
constituted pursuant to section 4 of this act, the Commuter Operat-
ing Agency is authorized to cxercise all of the powers granted the
corporation by this act. On the date that the corporation and board
are legally constituted pursuant to section 4 of this act, the Com-
muter Operating Ageney shall no longer exereise any of its powers
pursnant to P. T.. 1966, ¢. 301 as amended and supplemented by
P. 1. 1976, c. 119.
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Anticipatory actions appropriate and necessary to effect the
establishment of the corporation and the implementation of its
duties are authorized to be accomplished as promptly as possible by
the Commuter Operating Ageney in advance of the date that the cor-
poration and its board are legally constituted, including the making
of authorized appointmments and within the limits of applicable
appropriations to the Department of Traunsportation, the expendi-
ture of funds for payment of salaries and expenses ineident thereto.

28. This act shall take effect immediately, but section 25 shall
remain inoperative for 60 days after enactiment.

STATEMENT

Massive publie investment in capital and operating assistance
to New Jersey's network of predominantly privately owned and
operated publie transportation services has failed to inercase rider-
ship, stabilize fares or substantially rationalize and inmprove ser-
vices. The inability of the Siate to scleet effective management of
public tramnsportation resources has further impeded progress
toward these goals. The program of State assistance to private
owner-operators was designed 10 years ago as an interim measure
and is gravely deficient as the basis of a stable and effective publie
transportation network for the State.

This bill thus represents a comprehensive effort to replace the
“Anterim” program with a long-term program designed {o insure
the stable delivery and improvement of pablie transportation ser-
vices. Tt provides for broad authority to cffectnate these ends,
The existing Commuter Operating Ageney is abolished and re.
placed by a New Jersey Transit Corporation. a publie corporation
located in the Department of Transportation. The corporation will
he direeted by a five-member board inelnding the Commissioner of
Transportation who shall serve as chairman. The corporation ix
empowered with extensive authority to own, operate and contract
for the provision and improvement of public transportation ser-
vices, including bus and rail service, paratransit service, and motor-
bus charter service. It is also empowered to exercise independent
authority to purchase goods, services and property.

Actions of the corporation are subject to the veto of the Gov-
ernor. An annual report to the¢ Governor and Legislature is re-

quired to be submitted by October 31 of each year.



SENATOR | JOHN M. SKEVIN, Myname is John Skevin, Chairman of the Senate
Transportation Committee. With me this morning is Senator Gagliano from Monmouth County. Senator
Walter Shiel has other commitments, and Senator Frank Herbert will be our first witness.

I would 1ike to take this opportunity to outline as briefly as possible some of the criteria
I have in mind for these public hearings. First, I believe the hearings should be public. In
that regard, I have made the suggestion -- and the Committee has made the suggestion -- that we
go public in the true sense of the word by going to the public. We have suggested that public
hearings be held in the Port Authority Bus Terminal in New York City where we can expect to find
the true subject of these hearings, those who use the buses. I would hope we could ask the
commuter to testify on a number of questions which can provide background information for this
Committee. Just how bad is the current system, are the buses running on schedule, are the
commuters themselves being treated with courtesy, and what specific suggestions they might make
for improvement?

1 suspect there is a general feeling among "experts" as to how much the commuters know.
After all, they only use the system -- they don't operate it. I suggest that we at least make
the effort to find out.

Second, I want to state to all those who will testify before this Committee that I have
some questions of my own which I hope will be answered in the course of these hearings. In
addition to whatever material witnesses may choose to present -- and that choice is certainly
theirs -- I hope we will be told in detail:

1. Just how much will the takeover cost, and how much will each company receive? I want to
have those figures on a company by company basis. I would also want some indication of how
those figures measure up to any "market place" figure for those companies and their assets.

2. How much will it cost to operate the system?

3. Where will we find the money?

4. What specific plans can we anticipate for improvements in facilities? For example, how
many new buses will be bought? To where will they be assigned, and by what logic? How much
will they cost and where will we find that money?

5. And what about the rights of those now employed by the bus companies? Will the unions
be allowed to exist? If so, will they retain their right to strike? How will pension rights of
current employees be protected?

What I am trying to indicate by these few questions is that I do not believe this Committee
will be persuaded by emotional arguments or by vague promises of improved bus service. The
commuter has heard all of that before. What we will require before we can reach a judgment on
a proposal of such import are hard facts and thorough documentation for any claims which may be
made.

Finally, I must express my concern regarding the report by the Governor's Commission on



Budget Priorities. That Commission is against any takeover at this time.

It is not the Commission's recommendation for a twelve month study that gives me concern --
though I am inclined to agree with those who might say we already have too many studies -- but
rather the Commission's conclusion that there is no factual evidence which now exists to support
the proposal for a takeover. I would hope the Commissioner of Transportation will be able to
shed some light on that statement.

[ am possibly more disturbed by a statement from the Chairman of that Commission which
appeared in the press last Sunday, stating that the Commission would now reconsider its findings.
Why? The report in question was only released in January of this year and now the Commission
would want to reconsider those findings, apparently only because it may be interjected into these
proceedings.

It is, of course, proper that the findings be disputed if facts and reasons to the contrary
afe known. However, it hardly seems proper that the findings should be disputed by the same
Commission. Accordingly, I would like to extend an invitation to the Chairman of that Commission
to appear before this Committee at his earliest convenience to discuss his Commission's report
with us.

Incidentally, this Committee does not have copies of the "Task Force" preliminary and final
reports by the Commission on Budget Priorities. We have at our disposal only the summary report.

I am not sure all of us here agree that the function of this Committee is to determine the
facts. I am sure we all agree that all the facts should be heard and that we are not expected
to simply rubber-stamp a step of this magnitude. In that regard, I believe we would be
delinquent in our duty to the people of this State if we did hot give as much time to a report
which counseled caution, as we do to those who urge prompt action. The first witness will be
Senator Herbert, sponsor of the bill.

SENATOR FRANCIS X. HERBERT. Thank you Senator Skevin. Senator
Gagliano. Ladies and gentlemen. Senate Bill number 3137 addresses the present crisis in
transportation in our State, namely, the failure of our bus subsidy program.

On May 1st, 1969, the New Jersey Department of Transportation issued a report entitled:
BUSES--CRISIS AND RESPONSE. In that report the Department recommended a short-range subsidy
program to insure the preservation of essential services on many bus lines in our State. That
program, originally funded for $500,000 has grown to nearly $50 million in the present fiscal
year and threatens to approach $100 million within the next couple of years. In their 1969
report, the Department of Transportation said, "Subsidy arrangements with individual companies,
operating in most instances with deteriorated equipment and capital plant, would be a very
expensive method of providing service for any extended period of time." The Department's
prediction has come true. It is very expensive. The Department's concluding recommendation was
"for a short-term bus subsidy transit program which will maintain essential services in urban
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areas through July 1st, 1970, until the longer-term program of public ownership and acquisition
can be developed and implemented."

Ladies and gentlemen, we submit that in spite of massive public investments of capital and
operating assistance, the existing bus system in New Jersey has failed. It has failed to increase
ridership, it has failed to stabilize fares, and it has failed to rationalize and improve service.
It needs to be replaced and it needs to be rép]aced with the kind of public accountability which
Senate Bill 3137 demands and implements. I should like to give this Committee certain hard facts
about the whole issue of public ownership vs. private enterprise in this particular field. First
of all, paranthetically, I tend to view transportation services of today as an important and vital
area of our way of life. As the fuel crisis deepens, these services may take on the most essential
importance in a life and death struggle to maintain civilization as we know and enjoy it today.
With this point of view, I look upon this bill as providing the kind of protection to our citizens
which such services as public safety, waste disposal, and consumer protection give us now.

Here are some facts which the Committee should consider when studying this bill. First, New
Jersey stands virtually alone in its artificially preserved private enterprise situation in its
bus services. Throughout the world, private enterprise in mass transportation has virtually
disappeared. Second, the bulk of New Jersey's private bus system could not presently operate
without the massive infusion of public funds. Third, subsidized carriers presently transport
80 percent of New Jersey's bus passengers. Fourth, State and Federal funds provide at least
one-third of the total operating costs of subsidized carriers. And last, State and Federal
resources will soon provide virtually 100 percent of the capital costs for buses. By 1981, the
State will own approximately 80 percent of all the buses operating within its orders.

Almost every year in the past, the Legislature has discovered more problems with the existing
program and almost each year the Legislature has urged the Department of Transportation to try
harder to make this program work successfully. Almost every year someone has reminded us and
the DOT that this bus program was only meant to be temporary but it has always been extended
another year despite all its problems. The bus subsidy program has been studied to death in the
past and now we have as our Commissioner of Transportation, a nationally recognized transit
management professional, Commissioner Gambaccini. He has spent a lot of time putting together
a carefully thought out proposal for positive improvements. The Department of Transportation has
done its homework on this one and I am impressed that they have looked carefully at New Jersey's
experience and at all the experiences around the country. They figured out which managements
have worked best elsewhere and have designed the one with the most promise for New Jersey. I
don't believe that we can ignore the recommendations that Commissioner Gambaccini has made to us
after all his careful study. Here's one of the top professionals in the country telling us --
based on first-hand experience -- that the current system doesn't work and that he has a proposal
that will deliver high quality service with better results for every dollar which we spend. He
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and the DOT have prepared explanations and have done analyses in great detail in order to arrive
at these recommendations. I hope that everyone concerned with this decision reads his analyses
because they present a convincing case to me. What we need is a major overhaul and that the
public corporation provides the best arrangement for the future. We in the Legislature ought to
take it very seriously when a Commissioner in the Executive Branch with the expertise and exper-
ience of Mr. Gambaccini, tells us what is necessary to achieve success in his major field of
responsibility. Senator Skevin has some hard questions, and I am sure that Commissioner
Gambaccini has the answers to the concerns that may be expressed about this proposal by Senator
Skevin and anyone else.

I believe a new institutional arrangement is needed for providing public transportation in
New Jersey and it should meet the following criteria:

1. It should assure the ability to increase ridership and direct service to meet public
goals of mobility, air quality, energy conservation, and urban revitalization.

2. It should provide public control over personnel, equipment and facilities at a level
edua] to the public's financial involvement. This will assure quality service with cost
effective control.

3. It should assure an opportunity for coordination of different modes of transportation
and service.

4. It should assure responsiveness to executive policy direction and should force the close
interaction with the other State agencies.

5. It must recognize and include local and regional interests in the decisions which affect
transportation services in their areas.

6. It should assure our ability to recruit and keep a highly competent professional staff
which will be responsible for the important day to day decisions necessary for an effective
operation.

For the record, gentlemen, I have included the major portions of the bill in the following
part of my presentation.

Senate Bi11 3137 has the following main provisions:

-- A public transportation corporation should be created with a separate Board of

Directors.

-- The corporation should acquire the bus and rail assets of the COA and the assets of
the subsidized and unsubsidized private carriers whose acquisition is deemed to be
in the public interest.

-- The board of the corporation should include the Commissioner, the Assistant
Commissioner for Public Transportation, the Treasurer, and two other members appointed
by the Governor.

-- The corporation could contract for the provision of public transportation services
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with private management firms or county agencies, or could operate bus service
directly or could contract with unacquired profitable or unprofitable carriers,
Acquisitions deemed to be in the public interest will be carried out during an
orderly process of transition. The corporation could operate or contract with rail
carriers for services.
-- Some private bus carriers, both subsidized and unsubsidized, would continue to
operate. Unsubsidized carriers would be subject to regulation by the ICC or the DOT,
and would receive continued capital assistance. Mercer County may, at local option,
continue to operate its own services with State support.
-- By consolidating functions and rationalizing services, the public corporation will
provide existing services, at better quality, within a similar or smaller budget
Tevel than would have been required by the current fragmented system to provide the
existing service levels.
-- In order to locate decisions on service close to the needs for services, regional
operating divisions should be established for North and South Jersey, and local
officials should be encouraged to participate actively in the planning of public
transportation service improvements.
-- The counties may contract with the corporation for services in addition to those
existing today, or may operate or contract with other carriers for additional
services which are not in competition with the corporation.
-~ The DOT will maintain budgetary control over the corporation's capital and
opefating expenditures, will do long-term planning, and will continue to regulate
private carriers not under contract to the corporation.
-- In order to achieve tight cost control and accountability to the Executive and the
Legislature, the corporation's budget should be divided into three cost categories:
support for existing services; special social programs; and service expansions.
-- The corporation acting with the authority to acquire bus companies in the public
interest could establish a plan for prompt implementation of service and cost
reduction improvements including transfers, coordination of services, service
rationalization, coordinated marketing, consolidation of maintenance and support
functions, better fleet assignment and improvements in management procedures.
In a white paper entitled, BUS TRANSPORTATION IN NEW JERSEY: THE LONG TERM SOLUTION, the
New Jersey Department of Transportation made the following conclusions:

"The ten year history of the State bus subsidy program is a case of a limited and
temporary expedient being applied to an increasingly complex and long-term problem. The
fact is that virtually no one defends the present system. For most bus lines, the notion of

a private free market is fiction. Operating losses are picked up by the State, and capital
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improvements including new buses are nearly 100 percent publicly financed. Continuing ...

"In reality, the State already serves as the party responsible for the buses. Both those
who ride the buses and the taxpayers who help support them look to the State government for
accountability about service and cost. Yet, under the present subsidy program, the State in
fact lacks the day to day oversight to respond to public complaints and needs. The systems
are financially supported by a different group of officials from those private managers who
actually run the lines. Thus, it seems no one is accountable for what happens. This is an
unacceptable arrangement.

"Elsewhere, across the nation, the response to these circumstances has been the creation
of a public agency with direct responsibility for bus transportation. The public agency then
selects qualified managers, either public or private, who are fully accountable for assuring
that bus services support important goals. Rather than patch-up the present system which
isn't working, the time has come for New Jersey to take this action.

“The recommendation for a public corporation is a recognition of present realities about
the bus business in New Jersey. The arrangement would place operational management responsib-
ility in the same agency that has the fiscal responsibility. This would be a return to sound
business principles that apply to either private or public sector services. It offers New
Jerseyans the best chance for an improved and efficient bus system."

Gentlemen of the Committee, ladies and gentlemen, this bill is an important one. I am
willing to work in this workshop of the Legislature to strengthen it, to improve it, to alter
it if necessary. But until anyone comes up with abetter solution, it is the only way out of
the present morass in which we find ourselves. No one enjoys watching government increase its
scope and responsibilities less than I do. I know there are dangers and difficulties ahead
of us in the years to come but the present program has been on probation for nearly 10 years.

It has failed and the bill aims to deal with those areas in which the present program has
failed us. It is going to take courage, vision and commitment, but I feel our responsibilities
are plain. I urge your support of the bill. Thank you very much.

SKEVIN. Thank you Senator. I have no questions. Senator Gagliano.

SENATOR S. THOMAS GAGLTIANGO. Just one question Senator. In preparing
the bill, accountability is a very big item. Did you take into account the possibility of, for
instance you say "..Thus it seems no one is accountable for what happens--this is an unacceptable
arrangement”. Did you take into consideration the possibility that we could change the subsidy
program so that it would more aptly fit what we are trying to do? For example, you talked about
the State picking up the losses; the State being respénsib]e for the expenses but not having
management prerogatives. Was there any thought given to the possibility of, for instance, paying
out subsidies on the basis of what is produced? For example, if a company sends a bus from Bergen
County to New York and there are 40 people on the bus there would be a subsidy to that extent.
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HERBERT. Of course that was taken into consideration.

GAGLIANO. That would, then, allow continuation of private ownership.

HERBERT. VYes. Return on investment was a big consideration as well as accountability
I'm sure. 1In fact the private bus owners made a proposal I think about two or three years ago,
that the subsidy program be expanded and those bus companies which produced got subsidies and
those which did not produce did not. You have got to take into consideration that many of the
urban areas especially, need bus service and if they fail -- and if in fact we say "well, you're
not producing here, you're not getting your subsidy this year" -- they would, in fact, close down.
With the tremendous impact upon the urban problems of people getting to work on time and so on
which attended that closure, I think under this arrangement the accountability would be in the
corporation. I think the managers of the corporation would see to it that the taxpayers got a
good return on their investment.

GAGLIANO. I guess what I was trying to say too, was why couldn't the bill be 50 drafted
that in the event there was not a responsiveness to the requirements of the department or the
corporation that might be set up, in respect to service, that would then trigger the possibility
of State ownership? I realize that we have one major bus company which is probably the keynote
or the keystone of the problem -- not the problem, but something that has to be reckoned -- is
one very large company which carries, 1 guess, most of the commuter population anyway. I quess
what I'm concerned about is the possibility that the public corporation,once formed,can go in and
say whether a company is doing well. "Uh-huh. We have the right of condemnation. We are taking
you, here's your notice. Declaration of taking has been filed. Complaint has been filed. We
now own you." And that's the way the bill has been written. From that day on the State Transit
Corporation is running the company. The company gets 6 percent on its judgment when it gets the
money.

HERBERT. Senator, I would hope that the public members of the corporation would make it
very very plain during the operation of take-over, that the interest of the bus company is
protected. One of the big problems you have with the incentive program -- two big problems.
First of all the incentive program will give carriers more money for doing exactly what they
should have done in the first place -- providing on-time service. The second is you can give
them more money but it may not result in better services under the same management. That's a
real problem.

GAGLIANO. How do we know that we're going to get better service, Senator Herbert?

HERBERT.  We don't.

GAGLIANO. How do we know we're going to get better service with this State operated Transit
Corporation?

HERBERT. The problem is, under the present arrangement, I don't know how much farther we
can go with the increase of the burden of the taxpayers in the subsidy program. How much farther
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can we walk this Tine? Looking down the future to $200-300 million in subsidies without the kind
of accountability that I think is necessary.

SKEVIN. May I add to Senator Gagliano's question, Senator Herbert? In the original program
the Department of Transportation was charged with the responsibility of creating incentives for
efficiencies. and disincentives for inefficiencies. Today we find that the DOT has failed to
establish such a program. Where is the guarantee now that a new program would improve....?

HERBERT. Directed to me that's a rhetorical question. I'm sure that Commissioner Gambaccini
can answer that later.

SKEVIN. It's along the same lines that Senator Gagliano was directing the question to you
and I'm giving the Commissioner the forewarning, and I'm sure he is well prepared to answer that
question.

HERBERT. I'm sure.

SKEVIN. With that we'll ask the Commissioner to come forward. Thank you very much.

COMMISSIONER LOUIS GAMBACCTINTI. Mr. Chairman, Senator Gagliano,
Senator Herbert, I'm pleased to be here this morning to testify on behalf of the Department of
Transportation. With your permission, Mr. Chairman, what I would 1ike to do is read a statement
then call on two of my colleagues from other departments of State Government -- the Department
of Energy and the Department of Environmental Affairs -- and I would like to conclude with a short
slide presentation which I think will tie the presentation back together again, and then, of course,
be available for whatever questions you might have. Is that acceptable?

Chairman Skevin, Senator Herbert, Senator Gagliano, I believe that S-3137, the legislation
which you are considering today, is the most important matter which I will ever have the honor to
discuss with you. I will personally devote as much time as you desire, because of its great
significance to the future of transportation in New Jersey.

You have the text of my statement before you, I won't read the quotation -- Senator Herhert
already has quoted the report of the Department 6f ten years ago that underscores the judgment
and, indeed, the prophetic wisdom at that time, that a stop-gap program of subsidies would help
to stabilize the situation for a year but was no long-term solution. Indeed, that any effort to
continue down that course would be terribly wasteful, terribly ineffective, and I think history
proves the prophesy was well founded.

As you know, following that report, the response was to enact an emergency law providing
for a short term subsidy program, But rather than serving as an interim measure while a
permanent solution could be achieved, the "temporary" measure hung on for ten years and all
the negative predictions of the report have come true.

The program, to quote Governor Byrne, has been a "bad deal" for passengers and for taxpayers
as well. We are now paying private carriers $50 million a year in subsidies, up from the original
half million dollars a decade ago. And if you ask anyone in New Jersey who depends on bus
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transportation what they think of the service, be prepared for an outpouring of anger and
frustration over poor equipment, unreliable service, complicated transfers, broken air con-
ditioners and heaters, and the outcry that "you can't get there from here."

As a transit professional for more than 16 years, I can state unequivocally that the
"bail out" subsidy progrdm adopted by the Legislature a decade ago -- and a bail out is all
that it was -- is totally unacceptable as a statutory framework for improving and developing
New Jersey's mass transit system in the 1980s. It hasn't worked in the last decade and it
won't work in the next decades.

An efficient bus system that will attract more riders is critical to our economy and the
overall quality of life in New Jersey. From a purely economic standpoint, our road system
could not effectively deliver the goods our society requires if there were no mass transit
system to carry a portion of the population. New Jersey is the most densely populated state
in the country and we have more vehicles per mile of road than any other state. If everyone
who now uses buses and trains got into their cars, our road system would, quite literally, come
to a halt from one end of the State to the other. We are under a federal mandate to reduce air
pollution which means we must act now to divert some existing trips, and for the most part the
best preponderence of future trip growth, from automobiles to mass transit systems. And perhaps
the most urgent is the need to develop a viable bus transportation system to counteract the
forces of changing gasoline prices and/or supplies. As it stands now, New Jersey is one of the
states most vulnerable to a gasoline crisis because of its heavy reliance on foreign oil -- that
is imported 0il -- while at the same time we have one of the worst systems for providing bus
transit, a logical alternative to the automobile. We have lagged far behind the rest of the
country 1in recognizing the public responsibility for bus transit. If we don't get our act
together now, we will risk a paralysis in transportation if the signs of an impending gasoline
crunch are accurate.

For these reasons, and others, I seek your considered analysis and swift approval of S-3137,
the New Jersey Public Transportation Act of 1979.

The key element of the public transit corporation is the authority to acquire a private
carrier when it is in the best interest of the public and either to operate that service
directly or through contracts with private professional transit managers. That single key can
open the door to a variety of improvements and efficiencies I will detail later, that would
begin to make sense out of the chaos we now have and better meet the needs of current and future
bus riders. It would recognize what the rest of the country and even the world has long accepted --
that mass transit is in fact an essential public service along with police and fire protection,
sewers and road systems.

In the not so distant past, New Jersey boasted an outstanding bus transportation network.
As recently as 1970, in the first year of the emergency subsidy program, New Jersey's bus system
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carried 313 million riders -- over a million passengers a day. Most bus service did not then
require a subsidy. Now that figure is 186 million passengers a year, and about 625,000 per
day.

New Jersey, however, was not immune from the economic forces affecting transportation in
most urbanized states since the mid 60s, the suburban sprawl and the increased automobile travel
it brings, the concurrent reduction in city populations where mass transit is available, and the
overall heightened passion in the American love affair with the automobile. We have simply
been slower to react to them with effective Tong-range programs. While the rest of the country
went to public ownership and increased ridership, New Jersey let vital city routes die, clung to
operating routes set up decades ago, and presided over a costly and inefficient subsidy program
to private carriers. We now subsidize 80 percent of all bus travel in the State. We own half
the buses on the road now and will soon own 80 percent. a

What have we gotten for our money? The only tangible benefit we can honestly claim is that
in the last two years we have finally stopped the decline in service and ridership, and achieved
a measure of stability in fares. Without subsidies, many short trip base fares would surely be
well over $1.00. Such a fare structure would be reprehensible public policy, with major negative
impacts on our urbanized areas and our transit dependent populations. Further, we can say with
reasonable assurance that without subsidies, much more of the essential non-peak hour service
that we have been able to preserve would have been eliminated.

Outside of these limited and very recent achievements, the program has been a disaster.
While nationwide,bus ridership rose by 11 percent since 1970, New Jersey experienced a 41 percent
drop. Thus, most, if not all other areas of the country have had much greater success in
stabilizing fares and preserving or restoring essential services and they have done it with
publicly owned systems.

Our subsidy program has failed because of the inherent underlying conflict of public and
private interest. The public goals are the best quality service at the lowest possible cost.

The private goals are, understandably, to earn a profit. While the two goals are not necessarily
totally irreconcilable, they are usually in serious conflict. This conflict is evident in the
unsatisfactory transit service delivered and in the day to day administration of the program.

First, the basic program is an administrative nightmare. Currently 21 carriers provide

service. Separate contract negotiations, preparation and processing of payments, auditing and
other administrative functions are extremely costly in time and dollars.

Second, very few operators coordinate their efforts. Service changes are slow and cumber-

some. Service and fare improvements of any type are, for all practical purposes, subject to the
approval of private operators, DOT staff attempts to negotiate such changes with typically little
cooperation from the operators. Such negotiations often take many months of staff time. As a
result, we are rendered virtually impotent with respect to rationalizing service.
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Third, monitoring of service and maintenance quality is a near impossibility. The DOT is

constantly thwarted in its efforts to insure proper maintenance of equipment. Even if sufficient
manpower were available, we still possess no real enforcement powers to insure compliance with
our leases, short of repossession. In the case of repossession the only losers are the riders.
With regard to insuring service quality, we are similarly frustrated, since the existing
program was only intended to be an "interim measure," it was designed as a "voluntary" program.
The private carriers are responsible only to themselves. We have no means of penalizing carriers
for poor management or rewarding good managers by increasing their responsibilities. For example,
there are no positive means to counter. the misuse of subsidy funds. Efforts to improve manage-
ment techniques and methods are frequently rebuffed.
The only sanction is withdrawal of funds. Again, only the riders would suffer if the services

are withdrawn or if fares rise.

Fourth, the program suffers from continuing instability. DOT/Carrier conflicts over
operational and financial problems often result in carriers' threats to discontinue service.
Such threats not only create short term crises, but also have long term deleterious effects on
ridership stability. If we are to attract more riders the first thing we must achieve is stability,
the guarantee that service will be there day to day and year to year.

Fifth, protecting the public's purse is becoming increasingly difficult. Subsidies are paid

on the basis of allowable expenses minus fare revenues. Some carriers inflate expenses or

reflect non-reimburseable expenses in their calculations. Although these items are caught in
subsequent audits, they obviously undermine day to day working relationships between DOT staff

and the carriers. And because the subsidy Taw was only meant to last one year, it did not address
the critical questions of how to treat affiliates of subsidized carriers. Consequently, the 21
subsidized carriers have a total of 56 affiliates -- one has 13 affiliates and only one has no
affiliates. These affiliates generally operate the profitable service such as school and charter
work, while the essential but unprofitable routes are operated by the subsidized carrier., There
have been instances of carriers improperly charging expenses of affiliates to the subsidy account.
Detecting these impropkieties becomes extremely complicated when various affiliates share the

same garage facilities, which is frequently the case. We can't insure strict adherence to the law
even if we could station a person full time to every garage and office of every carrier.

To digress from the text, I would say again, overwhelmingly, the key problem is the extreme
fragmentation -- the over 200 carriers and 21 subsidized carriers.

I would Tike to emphasize that few assisted operators have much equity but some of their
affiliates have significant equity value. One carrier, for example, which uses State buses for
almost all of its service, received a subsidy of over $300,000 in fiscal year 78, reported
revenues of approximately $300,000, and reported that the owner's equity in the subsidized
company was approximately $1,600. Its affiliate, on the other hand, under the same ownership,
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reported equity value of over $100,000. It is clear that the State now makes virtually all the
investments in the unprofitable services.

Sixth, the problem of "old debts." Pre-existing debts are not allowable expenses. However,

many carriers enter the program in poor financial shape with substantial past debts. As a result,
they have three alternatives: foreclosure, reduction of service or the use of subsidy money to
pay the old debts. 1In the first two instances, the riders are the clear losers. The last
alternative simply delays the problem until they are audited and caught. When that happens,
they usually have no funds with which to reimburse the State and either drop out of the program
or go bankrupt, owing the State money. Again, the riders suffer.

Before I describe the specific benefits I am certain will derive from enactment of S$-3137,
I feel compelled to address a somewhat contradictory fear of public involvement. New Jersey's
"private" operation is more illusory than real and is artificially preserved through heavy
subsidies of public funds. New Jersey transit is already considerably "public" in nature.
Publicly assisted carriers carry the vast majority of transit passengers (approximately 80
percent). We will shortly own 80 percent of all buses in service. State and federal funds
provide at least one-third of all the operating costs of the 21 subsidized carriers. Each year

we pay out, in subsidies, a total amount which is twice as great as the actual worth of the

private carriers. Nationwide, the dwindling role of private 6wnership in serving public trans-

portation passengers is markedly evident, since 91 percent of all public transit passengers are
now carried by publicly owned systems. We, the taxpayers, are footing a tremendous bill without
control over the heart of the service -- the routes and the direct operations. In short, public

involvement is already a reality. The only question is that of degree. What we have in New Jersey

is_a clear and irreversible public financial commitment to mass transit without requisite or

appropropriate and proportional degree of control. I can think of no other state program that

claims $50 million a year in public funds with so Tittle effective public control.
The Benefits

Let's Took more closely at the specific benefits which a Transportation Corporation could
provide.
1. BETTER CONTROL

Today the Commuter Operating Agency contracts with private carriers which own the operating
rights, garages and some of the buses. The COA pays the difference between operating expenses
and revenues. Under S$-3137 the Transit Corporation would have the authority to acquire all of
the necessary assets of the bus system and put the public in full control of the service it now
pays for. The Corporation will be able to select managers, not simply be forced to accept the
bad with the good as it must today. Instead of an arrangement whereby private owner-operators
are constantly working at cross purposes with the Department to protect their investments, the
role of the private sector under S-3137 might be that of a true vendor of management services
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contracting with the government. This approach is far more likely to succeed than the present
subsidy arrangement.
2. RESPONSIVENESS

The existing system divides the authority into so many compartments that it is responsible
to no one. Its complexity renders accountability virtually impossible. Under the corporation,
a fuller measure of public control, regional operating divisions, the involvement of county and
local officials, and a strong marketing capability will assure sensitivity to local conditions
and needs.

3. SERVICE IMPROVEMENTS

The Corporation will have the power to undertake the kind of improvements you have been

demanding -- justifiably -- for a decade: a more rational and simple fare structure; rational

and integrated services; route extensions when they are needed; elimination of duplicative routes;

coordinated routes; services and fares; improved communications; and unified expanded marketing

techniques. Such improvements are common across the country and are integral to the success and
production of ridership increases.

With numerous carriers all pursuing separate private goals, the achievement of each proposed
improvement becomes an arduous, if not virtually impossible, task. For instance, a system-wide
bus transit marketing program is hardly imaginable under today's arrangement. The point again
is that the "bail out" program was not intended and cannot be expected fo improve service except
in Timited and halting ways. A comprehensive and coordinated set of service, fare, and marketing
improvements can only be implemented by an entity with responsibility for control and the
authority for providing public transportation.

4. EFFICIENCIES

No comprehensive estimate has been prepared with regard to the maximum potential efficiencies
which could be implemented. We know of some areas, however, in which we could make significant
improvements in the quality and amount of service that we receive for every dollar we spend.
First, the elimination of rentals -- payments currently made by subsidized carriers to their
affiliates for garage and bus rentals can yield significant savings. The total payments in a
recent year were $1.9 million. The State wouldn't necessarily save all of this in the very
short term because the Corporation wouldn't acquire all subsidized carriers immediately. Next,
there are substantial opportunities to reduce insurance and safety costs because of the ability
to spread risks across a larger system. Third, improvements in efficiency can derive from the
reorganization of maintenance and administrative functions by using existing personnel more
effectively. Strong central management through corporate staff assures efficient assignment of
personnel, The current fragmented system wastes personnel, because too many must be assigned to

duplicative functions or to the wrong functions. If the Corporation could merely improve
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administrative and maintenance productivity to the average achieved by other large publicly owned
bus operations, we could use many personnel more productively on needed tasks not currently
performed. It is likely that we could make much better use of several millions of dollars in
resources through improvements in administration and maintenance -- if we just reach the average
efficiency of public systems. And these three categories do not even include efficiencies
attributable to route and service rationalization.

With regard to route rationalization, we haven't recently calculated a maximum potential
savings. A 1976 Simpson and Curtin estimate calculated that if subsidized carriers were acquired
a savings from route restructuring of $4.6 million might be feasible. From that type of savings
financing can be obtained for new service needs which the Corporation could identify. Since any
route rationalization plan would require local discussion, no single estimate of increased
efficiency could be projected.

I would further like to point out that I believe the initial reorganization of the bus
system in New Jersey could be achieved without layoffs of existing transit personnel. I am
reasonably confident that the efficiencies we described above can be achieved through better
use of existing personnel and any manpower economies would be offset by the restoration of
needed services and improved levels of service.

5. COSTS

Many questions have been raised about the costs of acquisition. It is important to bear
in mind that from a financial point of view the cost of acquisition is a small matter compared
to the costs of operation which we support today. For example, we pay one carrier an annual
subsidy 250 times the value of its capital assets. Even if we were to acquire all presently
subsidized carriers, the total cost of their physical assets, as set forth in their own reports,
would probably not exceed $25 million. Note, however, that most carriers will assert the exist-
ence of other "intangible" values which are more difficult to estimate if they exist at all.
However, such costs in recent bus acquisitions have never amounted to more than a modest
percentage of capital costs. These values may be more than offset by the pension liabilities of
the carriers, which the State has been paying off. The final cost may even be substantially less
than the $25 million, which could be funded up to 80 percent by the Federal government.

With regard to operating costs, I want to destroy the myth that somehow public ownership
automatically translates into skyrocketing costs. Surely, examples of poor management can be
found, but there are many more examples of public agencies that are providing excellent service
in an efficient and cost-effective manner. Most often, where cost increases under public owner-
ship have occurred, they are mostly due to service expansion and social policies, along with
normal inflation factors. Whether public or private, a bus transit operation is subject to the
same key cost elements -- fuel, insurance and wages. In addition, the current system hardly

encourages carriers to bargain effectively with labor or achieve maximum operating efficiencies
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because they will look to the subsidy program‘to pay the costs.

We intend to institute tight financial management of the New Jersey Transit Corporation.

To this purpose, I propose that the public corporation's budget be submitted in three categories:

. The cost of existing services

. The cost of special programs, such as for the elderly and handicapped and other such

social programs, and

. The cost of new services, extension of routes and new routes.

I am confident that the corporation's cost of existing services would be less than what we
would have spent under the existing system. The DOT and the Legislature will have before them
each year an estimate of the costs of service expansion and special social programs. The proposal
before you is intended to assure that the State Executive and Legislature control such decisions,
and that service expansions and social programs with additional costs can be fully jusﬁified
before they are undertaken.

Obviously, changing only a single company from private to public will not increase passengers
unless something is done to coordinate service or to make it more reliable. The public transit
corporation will be able to coordinate its own bus services with rail services, and also with
the services of other subsidized and unsubsidized bus operators. Thus, we expect that the
corporation can achieve ridership gains, even if the same miles of service are run.

6. SHORT-TERM BENEFITS

While each of the broad category of benefits just described are 1ikely ultimate results of
the enactment of S$-3137, what can we reasonably expect to occur in the very near future? I
expect that the initial focus of the corporation will be on rationalization, increased efficiency,
and marketing so that a system will.be in place fhaf can respond to our future needs. But if
petroleum does become very scarce in the near future, transit p61icy would include substantial
expansion. We need the organization to meet the challenge.

Putting a severe energy shortage aside, the short-term actions that I would expect the
corporation to take include:

First, TNJ Acquisition

1 anticipate the corporation will take the steps necessary to acquire Transport of New Jersey
and Maplewood Equipment.
secondly, Fares

The corporation would try to simplify the fare structure and transfer system to make them
more understandable. Innovative fares used elsewhere might be implemented: reduced off-peak
fares, rail to bus transfers, simplification of zone fares, special weekend fares, weekly and
monthly passes and employer discounts for bulk purchases would all be pursued.

With respect to Rider Information Improvements, a short-range program to improve rider information

services could include: better telephone information service; easier to read timetables; a

15



simple statewide ride guide; consistently recognizable bus stop signs throughout the State;
improved methods to distribute information including timetable racks at major activity centers;
direct mailing and advertising; and an initial effort to implement a graphics program that makes
transit bright and noticeable.

Service Improvements

An important effort beginning in the first year will be route rationalization -- restructuring
routes to eliminate gaps in service, improving transfer opportunities, eliminating overlapping
services and coordinating bus and rail services. While the corporation improves efficiency
through rationalization, it will also insure that existing riders are not adversely affected.
Improvements might include eliminating "closed door" operations where appropriate; interconnecting
routes to reduce the number of transfers; encouraging private operators to trade routes and to
consolidate service areas; providing improved feeder service to rail stations; and extending
some routes to provide better connections.

Some new services may also be implemented. The corporation will develop, in coordination
with private carriers and local groups, a set of criteria and standards for providing transit
service. Many of the service improvements which can be implemented quickly will build on the
current efforts of the DOT to develop objective measures of system and route productivity.

These analyses will enable the Corporation to monitor route performance to identify deficiencies
and promising markets, and to allocate transportation resources in an equitable manner.
Consequences of_ Inaction

At this point 1 must direct my remarks to one of the very serious consequences which may
result from continued reliance on the existing law. As you know, I have taken the position that
costs allocable to the funding of Transport of New Jersey's pension obligations incurred before
the inception of the COA's contract with Transport in 1974 should not be paid by the State but
instead by TNJ or its parent, Public Service Electric & Gas Company, which are Tegally obligated
to pay them.

Since February 1 of this year TNJ and Public Service have agreed to accept the continuation
of these payments by the COA as a credit against any future purchase price in an eventual
acquisition of the TNJ. I feel obligated to advise you that Public Service has informed me that
it will no longer permit TNJ to enter into an agreement recognizing State payment as a credit
against the acquisition price after June 30, 1979, unless bona fide negotiations for the
acquisition of the bus company are under way and give evidence of prospective resolution.
Obviously, eventual resolution involving acquisition will not be possible without statutory
authority.

Past and future pensioners should not be unduly disturbed by this state of affairs because
in any event their pension rights will be protected.

As we move closer to June 30, 1979 I remain firm in my belief that the State should not
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bear a cost that a private corporation is legally obligated to pay, I do not intend to change
that position if this legislation is not enacted. Therefore, the Commuter Operating Agency and
TNJ may well be on a collision course because assuming both parties stick to their positions,
TNJ will not enter into an operating assistance contract after June 30, 1979.

In such case, the service provided by the State's largest carrier may be in serious
jeopardy. While this reason is only one of many valid reasons which should compel swift action
on S-3137, I urge that you bear this particular situation in mind during your deliberations. The
bi11 provides both PSE&G and the State with the opportunity to reach a reasoned agreement in the
best interests of all affected parties, especially the transit users and taxpayers of the State.

This is only one of the potential adverse consequences of continuing the existing system.

As we have documented in great detail, it is impossible to make the current system work effect-
ively. I would not be optimistic about our success in working under the current arrangement to
provide expanded public transportation services in case of a prolonged energy shortage.

What we face is not a choice between two relatively meritorious alternatives, It cannot
even be characterized as a cholce between mediocrity and excellence. It is, instead, a choice
between an administrative nightmare on the one hand, and sound public policy on the other;
between continuing instability, conflict and stagnation on the one hand, and a management
alternative which gives the public the tools it needs to assure its dollars are effectively spent.

While I have Tived in New Jersey for many years and closely watched mass transit develop-
ments here, this is the first time that I have been a participant in a major policy decision
with you affecting the future of the State's transit progran.

I know that what we are proposing is a historic step and that there will be critics. I hope
that they are more reasonable than some of the opponents of public ownership and management over
recent years.

Undoubtedly, one can find examples of poor management in public transit systems, but I
submit that for every bad example, there are ten examples of excellent public operations. I
have had the privilege in my career of viewing the major transit facilities in this country and
in various locations across the world -- all of them publicly-owned -- and I can honestly say that
knowledgeable people would point to New Jersey as a perfect example of how not to run a system.

The fact that no area or state seriously considers returning to the situation of the past
when private interest controlled their public transportation system -- a situation that New Jersey
still tolerates.

There are many examples of excellent public operators who provide good service in the public's
interest and at reasonable cost. The false argument made by special interests in the past -- that
there cannot be good public management -- is overwhelmingly refuted by the facts and by the
experience around the country.

You are being handed copy of a letter received yesterday from Governor Hughes of Maryland
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responding to Governor Byrne's request for information on Maryland's public transit system --

the system which is most similar to the proposal you have before you.in $-3137. As the letter
indicates, in Maryland they are quite pleased with the step they have taken to public ownership.
I won't take the time to read the letter but I think it is a very significant addition to the
record. Here is a Governor who had a major role as a former Commissioner of Transportation in
Maryland, who now must live with the consequences of that decision and finds that it was an over-
whelmingly right decision and that it is testified to in the attitudes of the Legislature and the
citizens at large. [ have been a Commissioner of Transpbrtation now for about one year and my
staff and I have devoted much energy and time to a very careful analysis of how to best improve
New Jersey's transit. Before I camehere I was a professional transit manager for a public agency
working to turn a bankrupt and deteriorated operation into a modern, convenient, and reliable
system. The challenge at PATH was of a different kind, but no less d%fficu]t than the challenge
we have before us today.

The system we have here doesn't work today. It won't work tomorrow, and there is nobody in
the world who can make it work. No similar system has been made to work anywhere else at any
other time. Tinkering with the subsidy approach, or throwing in more resources, just won't
succeed.

Speaking as a transit professional, I've told you what I sincerely believe is the best and
most practical proposal for improvement. The arrangement I have proposed has proven itself in
other places. We have been stow to get organized in New Jersey but we have learned a Tot from
that wealth of experience. 1 believe this system can be reorganized and turned around in the
next two years, if you take positive action on the proposal before you, and give us a chance to
make it succeed.

A11 problems won't be resolved immediately, but we'll be able to structure a system that
will deliver today's level of service more effectively and with better quality and reliability.
We will have a more businesslike arrangement, in which the responsibility for finance and the
responsibility for operations will be put together, and not kept separate and apart. We'll have
a system which will be able to meet new needs if they arise in the future -- due to energy
shortages, environmental issues, or the need for more mobility in our urban and rural areas.

We are asking that public transportation be reorganized based upon facts and realities, and
that the myths be rejected as a basis for decision. At heart, what I am asking is that public
transportation be given the opportunity to succeed.

Next, I'd 1ike to call on...

SKEVIN. Commissioner, we're going to have to interrupt your reply and lengthy presentation
and interject some questions. We didn't realize the length of your statement and we want every-
one to continue their presence and interest here while we have the opportunity.

GAMBACCINI. Surely.
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SKEVIN. If I may interrupt that presentation with some questions which Senator Gagliano and
I have. From my opening remarks you can understand my concern with the report of the Governor's
Commission on Budget Priorities which was issued in January of this year. In that report which
was a summary -- of course it was not a private group, it was a public group of prominent citizens
who met with the Governor, they were appointed by the Governor, and they went through a process
which is described in their introduction to the summary report. In their findings and recommend-
ations, Commissioner, number 3 -- and I'm quoting -- "There is at present no factual base for a
conclusion that a take-over in whole or in part is the answer to the problems as they exist."

In 1ight of that statement I am interested in knowing whether you or anyone in your Department
talked to any members of the Commission before they issued the report.

GAMBACCINI. Yes, I met with the entire group and I met several times with the author of
this recommendation. I can only conclude, or say, that there was underlying the recommendation,
a pervasive caution about which that particular individual, who in fact made the recommendation
and was supported by the rest of the Commission, considered a final and irrevocable step. The
major thrust of the recommendation is "Wait another year and study some more." I find that,
frankly, a bit incredible since we have now waited ten years with a system that was designed to
be a stop-gap for one year, and have had several intensive studies and recommendations. Some
three years ago the State paid a half a million dollars to two eminent consultants who studied
this whole matter very intensively and made recommendations very closely akin to what is being
recommended in S-3137. I submit after ten years, and on the order of close to $200 million in
cumulative subsidies, close to half a billion dollars of State money outgo, and several lengthy
studies done three years ago, and done over the course of the last ten months, that we have done
all the studies requisite to see where New Jersey is in relation to other cities and areas of the
country and to have analyzed what's wrong with the present system. I dgn't know, therefore, what
could be accomplished by a further year's delay except considerable more public expense and in-
adequate service delivered. ’

SKEVIN. Did you see the full Task Force report?

GAMBACCINI. Yes, I have a copy of it.

SKEVIN. Did your Department provide the Committee with a copy of those reports?

GAMBACCINI. The Committee? '

SKEVIN. The Transportation Committee.

GAMBACCINI. I didn't assume it was our responsibility -- indeed, I didn't know that we
were supposed to have gotten a copy. This was a report to the Governor with respect to the
budget. So, the answer to your question is that I am not aware that we did.

SKEVIN. Ok. Do you have these reports?

GAMBACCINI. I have a single copy and I'11 be happy to give it ...

SKEVIN. The Task Force report. I'm talking about the detailed report,
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GAMBACCINI. Oh, I'm sorry. I misunderstood you. Al11 I have is this one document which
is the summary report. I have nothing beyond that.

SKEVIN. And it's that Task Force report that the summary was based upon. Wouldn't you be
interested in finding out what was in those reports?

GAMBACCINI. 1I'm not aware that there is any back-up report beyond this. I know that we
have had several meetings and that they collected a lot of data, but I'm not aware that there is
any supportive reports of this recommendation.

SKEVIN. You've read this summary report isn't that correct?

GAMBACCINI. Yes.

SKEVIN. And in that report they referred to Task Force reports.

GAMBACCINI. I read that to mean an oral report. [ don't know whether there is a written
report. I certainly will enquire into it.

SKEVIN. T think that all the members of the Committee would be interested in finding out if
there was any...

GAMBACCINI. 1I'11 be happy to report to you and the Committee on my findings.

SKEVIN. In this summary the Commission refers to a take-over which was done in Nassau
County four years ago which proved to be a financial and administrative disaster. They go on to
say "Such a move by New Jersey should be avoided at all costs." Did anyone from your Departiment
contact the people in Nassau County?

GAMBACCINI. Yes we have.

SKEVIN.  And what was the result.

GAMBACCINI. We got very different judgments about whether or not it was a disaster or a
success. I've had the pers*%ﬂ experience over the years, of hearing loose talk from many points
around the country, about the awesome deficits and the rise in deficits -- and ergo, a financial
disaster. I submit that the approach we took in our report comparing some two hundred measures
of performance of each of the major carriers around the'country is a more responsible way to test
performance -- effectiveness and efficiency of performance -- rather than off-hand remarks or
Jjudgments by people who may or may not have a full evaluation of the system. I'm not here to
defend Nassau particularly. There have been other allegations in the past about one or two other
cities. There are some cities that are better than others in some areas and measures of perfor-
mance, and there are some cities overall who obviou§1y have done better in gross control of costs.
There's also a great divergence in different policies about whether to keep fares Tow or let them
rise, or whether to expand service or to contract service. These all are variables on whether
the bottom line, financially, is good or bad and I submit that the bottom 1line financially is no
measure of effectiveness or efficiency. It's an appropriate pubiic policy to opt for improved
service at increased costs because in the judgment of those officials, society benefits proportion-

ately greater than those costs. I'm sorry, sir, it's a long answer but I am trying to put it in
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perspective.

SKEVIN. That's alright. You're taking issue with the Commission's conclusion that there
was a financial and administrative disaster in Nassau County.

GAMBACCINI. Yes. VYes. That is a glittering generality.l'd prefer to submit it to the same
test of analysis. We have the data on that firm and would be happy to submit it to the Committee.

SKEVIN.  Have you spoken to Nassau officials?

GAMBACCINI. I haven't directly, but my staff has.

SKEVIN. Your staff has!

GAMBACCINI. In fact, I'd be happy to give you a short paper on that subject.

SKEVIN. Would you recommend that we bring in the Nassau people?

GAMBACCINI. I would have no problem with that. Indeed, if you do bring in outside witnesses
I would welcome the opportunity to provide several from around the country elsewhere as well.

SKEVIN. The Commission also comments on the take-over in Rhode Island and Connecticut. Do
you have any knowledge how that has worked out?

GAMBACCINI. Based upon the conversations I've had with my opposite numbers in the State
Departments of Transportation, I feel that they generally have accepted the inevitability. They
could not continue with what previously was their situation,similar, but nowhere near as grevious
as ours, they had far fewer carriers to contend with but the inevitable pressure for subsidies
deteriorating service. And again in our data we can demonstrate to you where they stand in the
evaluation of performance measures. 1 believe that Connecticut, Rhode Island, and Maryland -- all
of which were state acquired transit systems as against public regional bodies in most other parts
of the country, that they stand in relatively good order on effectiveness and efficiency.

SKEVIN. Do you think we ought to have the people from Connecticut and Rhode Island come in?

GAMBACCINI. 1 leave that to your judgment, Mr. Chairman.

SKEVIN. The Governor's Commission on Budget Priorities made certain recommendations and I
would like to read them into the record.

"During the next twelve months, while the present subsidy program with all its faults,
is continued,a thorough study of the weaknesses in the present program should be made
and recommendations proposed to make it workable. Every effort should be made to
establish and implement the previously mentioned incentives and disincentives. At
the same time a study should be made of the successes and failures of those cities
and states that have taken over bus operations."

Would you care to comment on that, Commissioner?

GAMBACCINI. I think I commented on it with respect to the need for an additional year's
study. We have published four rather voluminous reports and given wide distribution to them,
one of which was an analysis of what's wrong with the present program; another was comparative

data on other operations around the country; a third was a proposal for the new corporation;
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and fourth was a comparison of TNJ with other carriers -- no, I mentioned that one. Excuse me.
The four reports were:

1. An analysis of the current program;

2. A report on institutional arrangements from other states:

3. TNJ comparisons with other carriers around the country; and

4. A proposal for the establishment of a Transit Corporation to get on top of this problem.

SKEVIN. But at this point we have a conflict -- a clear conflict -- between a Commission
of the Executive Branch and the Department of Transportation as far as the bus take-over is
concerned.

GAMBACCINI. I would hasten to add that these reports were not available to them at that
point. One of two were but not all. And I think they felt the pressure of a deadline in not
having all the reports in hand and wanted time, and that by the way is a very human and a very
common practice -- to keep deferring a tough decision, looking for more and nore data and nore
and more studies -- and I am submitting to you that if we continue to play out that game,the costs
are astronomical and we don't get the improved service that I feel is overdue.

SKEVIN. But there's no question there is a conflict as to the conclusion of the Commission,
that therc's no factual basis at this point.

GAMBACCINI. I don't know that there's a conflict. 1 think it's a question of timing. They
were compelled to render a report before we were prepared to provide our recommendations. Indeed,
I've had conversations with the Chairman and I think he would be receptive to reconvening the
Commission,to reconsider, based on these reports, the position of the Commission.

SKEVIN. You talked with the Commission, isn't that correct?

GAMBACCINI. That's right.

SKEVIN. And he had the benefit of your input at that time.

GAMBACCINI. That's right.

SKEVIN. And they came to a conclusion there was no factual basis -- isn't that correct?

GAMBACCINI. That's what the summary report seems to indicate. Yes.

GAGLIANO. I think first of all, Commissioner, I again want to reiterate and state my faith
in you as a Commissioner of the Department of Transportation of the State of New Jersey. I find
you to be an excellent administrator and I think that you've really got the Department moving
in the right direction. For that I thank you and I'm sure Senator Skevin does. I do have a
couple of questions. T know you have only been on the job for about a year, and I've only been
on the job for about a year, and what is bothering me here is that we seem to be going in one
step, from the nightmarish situation that no one but you would face, really, over the past
several years, except for those who made studies at great expense to the State, and we are leap-
frogging to the end result which you are now asking for -- in your considered judgment -- to be
the only way to go and that is, in effect, public control and ownership. And yet, referring now
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to what Senator Skevin read from in the summary report, "Every effort éhould be made to establish
and implement the previously mentioned incentives and disincentives." So what I'm trying to say
here, and what I'm trying to ask you to comment on is, we go from the nightmarish situation which
really I don't think anybody has addressed seriously from a legislative and administrative stand-
point about the ten-year period, and we go to public ownership. I did not see any indication of
a statutory set-up which would bring about the incentive and disincentive program. Not having
tested that, in my opinion, we might be going too quickly to public ownership. I raise that
because commuters have raised it with me and I would like your comments on it because I think
instead of doing things in a practical imperical way, we seem to be going to the top of the
pyramid rapidly.

Now, I can understand your position. You certainly are an expert in the area. [ am asking
this really as a member of the Committee who has to be satisfied in my own mind that we have
taken each step logically and sensibly, then come up with a decision that incentives in our
subsidy program won't work.

GAMBACCINI.  Senator. 1I'm doing a very poor job of communicating apparently because to me
it seems overwhelming in the factual basis of the bad deal that the State is now getting. We have
committed close to $500 million dollars at the end of the next fiscal year. In a situation where
we are trying to breathe life into 21 carriers to protect that nebulous thing called "private
interest" or "private enterprise", where their investment is minimal and their control is great,
and we have been frustrated in the extreme in trying to get rationality to the whole process.

I submit that the voter, the taxpayer, and the passenger are being "had" to an extreme degree.
Now you put all that together and then put it in the context of what the whole rest of the United
States and the world has done and it seems inconceivable to me that the logic is not overwhelming
that we must develop a better degree of control. What we are proposing is not irrevocable and
it's not final or ultimate. There are 200 plus carriers. We are proposing that a bub]ic
corporation, with public directors, in its judgment deliberate about what's in the public interest.
We are saying categorically we want to preserve some carriers in private operation who have good
performance and are not working at cross purposes with the public interest, that we want to
continue the subsidy program where it can be demonstrated and justified. But we have to break
out of the absolute vise we're in, totally victimized by individual carriers who say -- as they
have said -~ "You are the lesser or junior partner, we'll do certain things that you pay for but
otherwise we make the decisions around here." We have to break out of the vise that says "Unless
you put up the money we'll drop out of the subsidy program and we'll raise fares or cut service."
Again, who'se the Tooser? Now our stake is a major one, we are paying a fantastic sum. There
have been charges about astronomical growth in costs under public operation. What could be more
astronomical that one hundredfold increase in costs in nine years under the subsidy program, and

two hundredfold in the next ten years.
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GAGLIANO. Surely. What could be more astronomical.

GAMBACCINI. The point is, are we getting dollar value in return? I'm not saying we're going
to go into profit or significantly improved financial position. We are going to get a lot more
back for the taxpayer's buck and deliver a better service to the passenger.

GAGLIANO. I guess, Commissioner, we're not communicating -- you're right. I am asking
whether or not, in your professional opinion, there is any sense to creating -- before we go to
the step of this bill -- a true incentive program?

GAMBACCINI. That makes it very clear and my answer is, in my professional opinion there is
no sense in going in that direction. When you read the report on what's wrong with the present
program and have to live with the fragmentation of that number of different carriers and have
extreme frustration in being able to get them to perform to any standards that we would set,
like the simple matter of running air conditioners or coordinating routes or services or infor-
mation services. With that frustration all I see as a result of incentives is more administrative
headaches in a higher cost fiqure; a delivery of benefits to carriers who don't need it; and
insufficient delivery of funds to those who do need it. So you're not putting the money where
the need, or required preservation of service, is. I see that but nothing more than a further
extension of the tangled web of conflicting values and goals that are throughout this whole system.
- I have been confronted almost weekly with crisis after crisis where the options open to me were --
“Can you throw more money at us by picking up some of our past indebtedness in buses, if you don't
we're going to go out of business?" This has happened time after time. That's the Hobson's choice,
over and over. "More money or.... we go out of business...we cut service...we raise fares."

GAGLIANO. Let's say we have this bill exactly as it is without the right of condemnation.

By the way, I would 1ike a memorandum at some point to the Committee with respect to the acquisition
by, in effect, eminent domain under our constitution of personal property and tangible assels such
as licences and ICC rights. I would 1ike to see a legal memorandum on that and I am sure Mr.

Robins has it right on the tip of his tongue ready to dictate. I question that.

I am wondering, if you had this bill in place without the right of eminent domain with
respect to the acquisition could you operate with less of a nightmarish situation? In other
words, if someone came to you and said "We're on our last legs, Commissioner, we can't cut it
any more, we would like to keep our charter system; the ten buses we use in charter, we would
1ike to turn over the thing to you for whatever you want to do with it. If you feel it is not
going to help the public corporation then close it down, or merge the line with someone else.

I am asking, whether you could do this without the right of eminent domain?

GAMBACCINI. I would say that we could operate better than we can presently, with the right
tc negotiate and conclude acquisitions where there is mutual agreement. But I would say that it
would be a serious flaw that we'd Tive with and probably want to correct in due course.

Fundamental to this whole thing is a State grant of a right to operate and to have certain
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monopoly rights in the public interest. I think we are at a stage in society where the State
needs to reexamine its stake -- and society's stake at large -- in relation to the historic
backdrop of routes that were granted some thirty or forty years that may or may not have
financial worth, but should not have eternal right to exist in the context of changes in
society and the dynamic needs -- energy conservation, air pollution control. Finally, I would
submit that even the condemnation process assures due process to provide equitable return to
the condemnees. But I think it is an important ingredient. I can foresee leverage absent that
right that would force much higher settlements and costs flowing to the State than otherwise.

I would prefer to leave to the judges or to due process of law what an equitable distribution
of payments and rights are in that situation.

GAGLIANO. Next question, Commissioner. With respect to the make up of the corporation --
assuming that the bill can get sufficient votes to pass the Legislature and I have mentioned this
to you before -- would you have any tremendous objection to increasing the size of the public
corporation board so that, for example, there could be room for one member to be a representative
of the county transportation coordinating committees? Again, maybe chosen by the Governor but
with the idea that we would get more of a cross-section of the public who not only use it but
have to run the public transportation system. For instance, if we could increase from five to
seven, the number of members of the public corporation, I would kind of like that and I just
wonder what you feel,

GAMBACCINI. Senator, I would 1ike to reserve judgment on it. I am sympathetic to it but
I would 1ike to think through the full range of consequences. As you know, the present proposal
increases from zero to two, representation to the public at large in a situation where 100 percent
of the funding is either State or Federal and I thought that was a substantial improvement.
Indeed, we have had a Tot of requests to enlarge the Commuter Operating Agency to one represent-
ative of county or other public...

GAGLIANO. We have a bill pending.

GAMBACCINI. So, we're proposing two additional representatives. I'11 give thought to and
certainly will be happy to report back to the Committee our recommendation on whether that is a
good or not a good idea. I am sympathetic in general.

GAGLIANO. There's another point that I would like to make. This isn't really addressed to
you, it is addressed to the sponsor, and I have discussed this briefly with him whether or not
there would be agreement with respect to the public members that they would require to have the
advice and consent of the Senate of New Jersey before being actually placed on the board.

HERBERT. I can answer that one. When I saw a draft of the bill we have worked over, I
inserted that provision, but unfortunately it did not come out in the printed version. As a
matter of fact I would recommend that to the Committee, that the two public members be appointed

by the Governor with the advice and consent of the Senate.
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GAGLIANO.  Or more....

HERBERT. Yes.

GAGLIANO. I make that point, Commissioner, because while you are right, it is to a very great
extent State and Federal funds that will be operating this corporation. The commuters themselves
put the money in the fare box and maybe we should look toward having some representation from that
group. Maybe you can answer this. How many people do you feel actually commute by public trans-
portation in New Jersey to work, and return from work the same way? What is your guesstimate of
the number of persons?

GAMBACCINI. Senator, I think you have to look at it in two or three ways. As a percentage
of the gross trips annually or daily,it is on the order of about 8 percent. 1In the framework of
journey to work in the peak periods,it is on the order of 18 to 20 percent. However, in the
journey to work to the CBD's of the larger cities, it can range anywhere from 50 to 80 percent who
journey to work. Sorry for the long answer but I think it is important to see these different
perspectives. Transit is vital during the peak periods -- journey to work to the cities -- and
disproportionate to the appearance of those other statistics of only 8 percent of all other trips.

GAGLIANO. Do you have any idea of the numbers? For example, we have seven and a half
million people in New Jersey. How many New Jerseyans, do you guess, use public transportation?

GAMBACCINI. Bus riders daily are 625,000, and train riders are on the order of 140,000, so
they represent 20 percent. So, if you can extrapolate -- I don't know the corresponding figure
for auto, but you can figure it out.

GAGLIANO. My point there is that maybe and somehow, the public members should come from
those people who use the facility.

GAMBACCINI. I hear you, Senator, and yet I'm concerned -- as I am about other aspects of
the Department's operations -- that we not get overly pressed by narrow interests, Commuters
are a major important interest and they must be heard from but I am reluctant to try to earmark
specific public members for specific interests. I'd rather have public members in general
reflect the broad public perspective because in the last analysis it is the taxpayer across the
board who is paying the full freight, whether it be Federal taxes or State taxes.

GAGLIANO. There are so many issues, and I am sure you can address yourself to all of them
but we don't want to keep the people all day with one witness. For example, when we deal with
a public takeover, how do you envision dealing with the representatives of those who labor for
the present companies -- for example, the unions? We have received recommended amendments to
the bill from one of the transit unions (I don't remember the name); rather far-reaching requests
for amendments.  What's your philosophy on how we're going to approach this? If, for example,
we control on a State level all public transportation by bus, would we then be dealing with one
union, would we eventually then be dealing with one contract? And would that contract come due
at a certain particular time as Mike Quill used to talk about, right after New Year's Eve there'l]l
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be no more riders in this city.

GAMBACCINI. Senator, that's possible but very unlikely. 1I've had experience dealing with
some 13 brotherhoods and have concluded close to one hundred collective bargaining agreements
in my 16 years on PATH. Initially I thought I would want to try to move in that direction.

There was tremendous resistance by the organizations to preserve their own jurisdictions and
their own seniority rosters and their own working conditions as they've had them over the years.
My reading is that that is probably the 1likely result. One can fashion all kinds of scare
situations. I don't think, as a practiﬁa] matter, that that would happen. You asked about my
philosophy, I have a good feeling at least about my 16 years with 13 organizations. Axiomatic

to that acquisition was that we would honor and protect the working conditions, the rights, and
the collective bargaining agreements. By the same token over the course of the years, we developed
a very healthy mutual respect that permitted us,as managers, to make operational changes including
disTocations of staff. We respected that opportunity and right by going to great lengths to

avoid layoffs and to provide retraining opportunities and to provide such reductions in staff as
had to take place through attrition only. That is my philosophy. Given that philosophy, hope-
fully we can avoid undue statutory or contractual restraints on operating fiexibi1ity but in
responsible exercise of such opportunity that we show all due concern and sincere purpose in
protecting the employees, many of whom have given forty and fifty years of their life to their
work.

GAGLIANO. A couple of other questions. Briefly. Sorry, Mr. Chairman, I have been waiting
for this for a long time. Would you envision that the public corporation would have control over
school buses from the standpoint of going to and from school?

GAMBACCINI. Senator, that is not envisioned at all.

GAGLIANO. You have the statutory authority I presume. You have it with respect to charter
on school buses in the bill and I'm not so sure that that could be extended, that's why I asked
that question.

GAMBACCINI. We didn't intend that there would be the rights to acquire through condemnation
or through unilateral decisions,school bus operations. There are some school bus operations that
are incident or tangential to existing carriers and if we acquire those carriers in their
entirety that would have to be addressed or continued until other arrangements were made. But I
was about to add, in general, the fragmentation I described with 200 plus carriers also obtains
with a Tot of other services. We have school bus services; we have elderly and handicapped
services. Society is paying a dear price for a lot of redundancy. I would hope, down the road,
that the corporation can look very closely at opportunities mutually beneficial to school districts
and cities, and perhaps try to integrate some of these functions.

GAGLIANO. Is there any specific language in the bill which says that part of it would be

to coordinate these functions? If there isn't would you be willing to put it in?
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GAMBACCINI. Absolutely. We would be willing to put it in.

GAGLIANO. That there would be a direction, as part of the requirement.... T don't recall
reading it, Commissioner, that's the reason I ask. That there would be a direction in the
legislation which would compel the public corporation to work toward coordination of these
services.

GAMBACCINI. Senator, I recall general language to that effect. If you want to strengthen
it I'd be all for it.

GAGLIANO. Could we get Mr. Capalbo to draw an amendment for it?

GAMBACCINI. Indeed, that pervades the whole thrust of the bill -- to improve opportunities
for coordination and consolidation, and more efficient delivery of better service at lower cost.

GAGLIANO. Thank you, Mr. Chairman.

SKEVIN. Commissioner, I have a few additional questions. I don't want to be outdone by
ny colleaqgue from Monmouth County in his remarks about your ability and your leadership. You
certainly have provided excellent leadership, and have turned the Department of Transportation
around. Excellent job.

GAMBACCINI. Thank you.

SKEVIN. I would like to just get back to the Commission on Budget Priorities and I don't
want to harp on this, Commissioner, but it is very important to this Committee and a bill of this
magnitude, to get all of the available information and in terms of the Commission report and their
Task Force reports, I had the impression -- and correct me if I'm wrong -- that you said their
preliminary reports were oral in nature..

GAMBACCINI. Senator. No. I said that I thought the mention in the summary report to a
Task Force report was a reference to an oral report. [ just have no knowledge about whether
there is any written Task Force report. I will enquire and get back to you with what I find.

SKEVIN.  Ok. The reason why I say that, in the introduction, and I'm quoting "The full
Commission met on January 3rd, 1979 to file their Final Task force reports. And again on
January 22nd, 1979 to approve the final language of this summary report." Now that wouldn't
indicate an oral report would it? To file a report. That would not indicate an oral report
when they say "file."

GAMBACCI. I think it is an inference but I don't know that that's the case. Filing a
report I think can be a phrase to say it can also reflect an oral report. I just don't know.

SKEVIN, But we'd 1ike to get those reports before they're subject to revision.

GAMBACCINI. I will undertake to try to see if there is such a report, and if there is, to
make sure the copies are made available.

SKEVIN. We wouldn't want those reports to be put under wraps.

GAMBACCINI. No. I'm sure that there is no hint or intention along those lines. As I

say, the Commission was very open in meeting with me and wanting to hear from me, but I think they
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felt the pressure of time.

SKEVIN. To get back to the incentives that Senator Gagliano mentioned, that perhaps the
intermediary step -- as I understand it, you conclude that there is no alternative except the
proposal set forth in this bill.

GAMBACCINI. I'm sure that sounds harsh but I think in general that's where I am. And again,
let me underscore that it is not a step to set up a czar or a bureaucracy, it's a step to set up
a public forum. We call in the bi1l for an annual report, we call for justification to demonstrate
a decision in the public interest to take the step. There is no way that the corporation in one
year could move very far down the road of acquisitions anyway -- just the sheer time-consuming
nature of negotiations and integration of different companies.

In your letter from Governor Hughes of Maryland you will note that it was several years before
they got around to acquiring additional companies. But I think the charge should be in a public
body, with public meetings, and justification and annual reports to demonstrate and justify the
decisions thus made and that the Legislature should have a role in oversight to see that that
execution of public authority is reasonable and fair, and in the public interest.

SKEVIN. At this point your conclusion is that there is no alternative to the present system.

GAMBACCINI. In my personal judgment there is not. And again I cite the worldwide experience.
I am not saying that the rest of the world may not be wrong and New Jersey might be right, but I
think together with all the data -- it is such an overwhelming picture -- that I think there has
to be a reason why the rest of the United States and the rest of the world has gone this route.

A 1ot of varied reasons, decisions, and judicial people have gone through this process everywhere
else and came to this almost uniform conclusion, with differing modifications on institutions --
some have regional authorities, some have State authorities, some operate out of State DOT -- but
they all had to take that ultimate Tast step in the light of'these overwhelming numbers, Half a
bil1ion versus a couple of million in equity for all the frustration and paralysis that that
implies.

SKEVIN. Commissioner, I don't want to be antagonistic or perhaps interject humor in this,
but along the way someone probably took the same position with the United States Post Office, isn't
that correct?

GAMBACCINI. Yes. And if I could, then, make a short speech in favor of public officia]s.‘
I'm not going to try to justify or defend the post offices, I just don't know what their i11s and
problems are. I'm sure one of the keys to their frustration is the pressure for increased service,
perhaps undue acceding to wages, but I am familiar with Amtrak, ConRail, and some other public
corporations who have gone through the agonies of trying to orchestrate pressures from proved
social service, labor protective arrangements that freeze in certain bodies of employees, limited
flexibility in operation, and Timited capacity to raise rates or fares. It's an extremely

frustrating thing. Indeed, some of those corporations have reached out to get some of the most
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successful businessmen who were frustrated by the totality of that challenge. It's been my
experience since I have been in Trenton, to find,and really to my great pleasure and surprise,
some outstanding public officials. And I guess I'm reacting to charges I've heard over the
last year about the incapacity of government to do things efficiently. The proof is otherwise,
and I could show you in this report, in the data that we have amply described in slides -- there
are excellent public operations by various types of public supervision.

SKEVIN. You will equally agree that there are a number of public operations that are not
as efficient as in the priQate sector,

GAMBACCINI. I would submit that in some cases there are, let's say, patronage or other
intrusions in the process that produce less than in the "efficient results by business standards."
But, public operation connotes public values including, as in some cities, services that can't be
justified economically but have high social value. Now you add that service, and add to the
deficit -- and there are a lot of gloating defenders of private enterprise who will say "uh-huh,
Took at that inefficiency." It isn't inefficiency. It's a valid public policy decision, and you
get what you pay for. 1 feel very deeply on this subject because I've had the pleasure of working
with some very, very effective, efficient, competent managers on the transit scene and I would
compare their abilities with the best to be found anywhere in private enterprise. And I'l11 be
happy to introduce you to some and bring them forth as witnesses along the way if you wish.

SKEVIN. Thank you Commissioner. Senator Gagliano.

GAGLIANO. I just want to finish with a couple of things. Mr. Chairman with your permission,
and certainly not Timited to these things, I would like while the Commissioner is here, to suggest
that Mr. Capalbo prepare for all of our consideration an amendment which would increase the
board from five to seven members. I would like to have an amendment considered. Again, just to
think about it, the exemption of school buses. I think you'll have your hands full enough, and I
think that if you do acquire a school bus system by happenstance -- for example, you acquire ABC
bus company and they had eight or ten school buses, it seems to me that they should be phased out
of the system as rapidly as possible rather than kept in. Now that's just my reaction. I have
looked at the bill again and although in essence you are talking about coordination, I don't see
a clear directive to the corporation that all of the various typical services that would be given
by public transportation corporation would be coordinated. I saw coordination of sales of tickets.
We've had hearings on the bill which would provide for coordination -- I didn't see it.

Next is a very minor constitutional question I guess. We can't take private property without
adequate compensgtion -- I forget the term used in the constitution -- I wonder if 6 percent
interest (and maybe I shouldn't speak this way being a representative of the State of New Jersey)
after a declaration of taking has been filed, and we have taken over the company, whether that
is fair and will stand the constitutional test in court in view of the current interest rates

which exceed 10 percent I'm sure.
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And one other point, and thét has to do with the idea of incentives. I just wonder, Mr.
Chairman, and I'm asking this rhetorically of the Commissioner, whether or not the public body
corporate -- if it does exist -- should be required for some period of time to attempt an incentive
program with a particular carrier before having the right to condemn that carrier. I realize
that this might sound strange and foreign but my problem is that we've gone from point A which
started with a half million dollars as you say in subsidies and emergency programs, to $50/60
million at this point, and nowhere have we really worked at an incentive program. You're the
expert. You may know when an incentive program will not work. But an incentive program usually
works in this system of ours, and I just wonder if we should provide that on a step by step basis
whereby bus company A, you are now on an incentive program and if they don't respond to that, they
don't live up to the incentives which have been outlined by the public torporation, maybe in
twelve months or some particular period of time they would be eligible to be taken over,

GAMBACCINI. Senator, may I comment on that last point? It is our intent, through the
corporation to experiment with incentives. There are other examples including New York State,
Chicago and elsewhere where even though the regional authority has the power -- and has exercised
the power -- to acquire some of the larger companies, that they have in fact provided either
contract service agreements or per capita subsidies on an incentive basis with some other carriers.
I think critical to that determination should be the flexibility of a duly constituted responsible
public body to do so when it is in the public interest to do so and continue it -- if it's
reasonable to continue it -- or to discontinue it if it's in the public interest to discontinue
it. What I'm saying is there are a lot of examples where public acquisition has occurred to a
substantial degree where coexistence with private operation on an incentive basis has worked very
well and I would propose that the corporation would go that route.

GAGLIANO. Thank you, But you see, unless it's spelled out in 1egis]ation'once it passes
and is signed by the Governor, we don't know whether or not the public corporation directors or
trustees will actually carry that out.

GAMBACCINI. We intended it. We do provide the authority for the corporation to continue
subsidies and the intent was that we spell it out....

GAGLIANQ. I know. I realize that. 1 guess the question is whether or not it could be a
regular procedure and before the declaration of "taking" cou]d be filed in the Superior Court
there would have to be proof by statute that the various programs have been attempted, and if
they fail then they fail, then the acquisition takes place.

GAMBACCINI. 1I'd be receptive to that Senator, the only caveat that I would be concerned
about is that it not be in absolute terms Timiting the flexibility and the judgment of the board
to do what's in the public interest. Thank you.

SKEVIN. Thank you, Commissioner. Appreciate it.

GAGLIANO. Thank you Commissioner.
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GAMBACCINI. Mr, Chairman. I know the time is moving on. 1 would Tike to call on two
colleagues representing the Department of Energy and the Department of Lnvironmental Protection.
First Steven Pico, Assistant Conmissioner of the Department of Energy representing Commissioner
Jacobson who wanted to be here but because of illness could not make it at the last minute, and
asked Mr. Pico to substitute for him.  Steve.

STEVEN PICO. Thank you Conmissioner. Senators Skevin and Gagliano, ladies and
gentlemen. My name is Steven Pico, I am Assistant Commissioner of the New Jersey Department of
Energy and I'm pleased to be here this afternoon on behalf of Commissioner Jacobson to support
S-3137 the New Jersey Public Transportation Act of 1979.

It is my belief that S-3137 would not only greatly strengthen New Jersey's ability to provide
adequate mass transportation for New Jersey but would also accrue significant energy, environmental,
and economic savings as well. It would certainly help those commuters faced with the mass transit
system that takes them nowhere slowly. S-3137 embodies many of the policy recommendations
specified in the Department of Energy's master plan. These policy recommendations specifically
address many of the inequities that exist in the current bus subsidy program and outline the basic
solutions to these problems.

Leaving aside the question as to the reason behind recent petroleum products shortages, the
availability of gasoline in New Jersey is becoming an increasingly serious situation. While the
duration of the current supply program is unknown, New Jerseyans must, and should, support a
strategy that seeks to divert automobile trips to mass transit. While the commitment to institute
the necessary changes in the bus program has been voiced in many quarters, the institutional

'méchanisms of reform have been sorely lacking. For instance, while the State Department of
Transportation has been providing increasingly larger subsidies to State bus carriers, the State
has never had effective control over how the money has actually been spent. In addition, the
emergency legislation that established the bus subsidy program in 1969 does not even require
operators to conform to standard performance and quality criteria to insure a minimal acceptable
level of service. The Department of Energy feels that energy savings for New Jersey can be
realized in at least two ways by proposed legislation. According to figures supplied by the
Department of Transportation in their analysis of the current bus program, daily bus ridership
has declined by approximately 41 percent -- or 400,000 fewer passengers per day -- since 1970.
This is translated into an estimated 300,000 additional cars per day on New Jersey's roads.

Not only has this resulted in increased consumption of gasoline within the State, and a con-
sequent transfer of income resources out of the State, but it has also led to accelerated
deterioration of the State's highways and bridges. This necessitates enormous projected capital
outlays between now and the year 2000 to the tune of several billion dollars. While it would be
difficult to estimate the potential savings that might accrue due to the creation of a public

transit corporation, a range of savings can be estimated. If the public transit corporation
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were to result in daily average increase in patronage of 5 to 10 percent -- a not unreasonable
figure -- the following energy savings are projected by the Department. If the ridership increase
is about 5 percent we estimate the savings in gasoline would range from 13,600 gallons to 16,600
gallons per day. If the present increase were in the area of 10 percent the savings would be in
the area of 27,200 gallons to 33,300 gallons per day. The methodology on how we arrive at those
figures is attached to my testimony.

These are energy savings that would have both short and long-term benefits. For instance,

a reduction in our gasoline demand also helps reduce New Jersey's dependence on imported oil --
the primary source of New Jersey petroleum usage. With this dependence on foreign 0il translated
to increased economic strength in New Jersey as its energy sources become more reliable, more
efficient and less costly. As New Jersey is currently opposing a Federal proposal to have standby
authority to close gasoline stations on week-ends, any additional savings that New Jersey can
project, strengthens its case against the Federal government. Our proposal is that by increased
use of our allocation authority, New Jersey can match any desired level of energy conservation
established by the Federal government. The savings that are set forth in this testimony helps
substantiate New Jersey's position.

The related matter, the establishment of a public transit corporation, would also strengthen
New Jersey's ability to respond to an energy emergency. For example, let us suppose that the
proposed public transit corporation was operating and a gasoline shortage were to develop this
summer, as the State's summer economy is so heavily dependent on tourism -- a two billion dollar
industry with travel generated tax revenues amounting to about $170 million yearly -~ it would be
incumbent on the State to make whatever provisions appear necessary to insure sufficient access
to the shore areas which aécount for the vast majority of our tourist revenues.

Under the current system the State would have no ability to change schedules for routes of
buses to enable people who might be deterred from travelling to the shore, with an alternative
means of travel. However, with public transit corporation having full control of bus routes and
scheduling, special arrangements could be made to pick up people at "Park-n-Ride" facilities
or from unused or excess shopping center parking facilities throughout the State.

Finally, and most importantly, the Department of Transportation's relationship to the semi
autonomous public corporation would allow an increase in the flexibility to coordinate bus
marketing activities with car and van pools and commuter rail services. If New Jersey had the
ability to coordinate all these disparate functions, then we would be finally on the way towards
improving -- if not solving -- our mass transit and energy related problems. S-3137 represents
the first comprehensive recognition that bold innovative action is needed to meet and solve the
related transportation, energy and environmental issues fécing our State. The Department of
Energy is proud to voice its support for S-3137. Thank you.

GAGLIANO.  Thank you Mr. Pico. Mr. Pico, the only thing I would refer you to is an article
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by Asscmblyman Richard J. Cody of Orange wherein he talked about the decrease in ridership over
the years and he says "Ridership lTevels in New Jersey reflect a certain correlation, but in the
opposite direction. Ridership has declined by 41 percent since 1970 but it is important to note
that Transport of New Jersey -- the largest bus operator in the State -- reduced its miles of
service by 36 percent in the same period." I think what you're saying here is passage of this
bill would give the State the opportunity to increase the number of buses and thereby increase
the ridership which would, in turn, take cars off the road.

PICO. I also, in that specific example, take a look at two or more bus lines and to coordin-
ate some of the routes so that in the instance where Transport of New Jersey cut down, perhaps a
subsidiary service could be expanded to take up the slack created by that decrease of service.
Right now there is not that mechanism in existence.

GAGLTANO. Regardless of how the bill comes out the discussion could not be more timely
because we are all very much concerned about the price of fuel and whether or not we're going
to have enough. Commissioner, do you have a comment on that?

GAMBACCINI. If I may, Senator. I would like to add to what Mr. Pico responded on this
last point that besides extensions of existing service there is considerable potential for
increased capacity and increased ridership even on a reduced service basis. On PATH, within a
year after acquisition and as a result of computer simulation studies, we reduced the total
number of trains operated in a twenty-four hour period, increased the number in the peak periods
of demand, provided a better service at a substantial increase in ridership without adding any
furthof trains from that reduced level. So there is that potential to a fare-theec-well in this
situation because of the extent of redundency of service or routes. And I think that will come
through very graphically in one of the slides or series of slides that I will show you shortly.

PICO. Just one final note. The savings that we're projecting in this testimony almost
match what the Federal government projects should be the energy savings for New Jersey under
their plan. The President's plan imposes all kinds of economic burdens on New Jersey. Here
we have one idea from one State agency which just about meets all the energy savings that it took
the Federal government three years to come up with. It makes a lot of sense from our viewpoint.

GAGLIANO. Thank you very much.  Your next witness.

GAMBACCINI . Senator, yes. I would like to introduce George Tyler, Director of the Division
of Environmental Quality in the Department of Environmental Protection.

GEORGE TYLER. Thank you, Comnissioner. Good afternoon Mr. Chairman, members of
the Committee. My name is George T}]er, Director of the Division of Environmental Quality and I
am pleased to be here this afternoon representing the New Jersey Department of Environmental
Protection.

S-3137 before you today, is one of the most significant pieces of legislation to be considered

in many years. It's objective -- the establishment and operation of a coherent, effective and
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efficient public transportation system for New Jersey presents a unique opportunity to deal with
New Jersey's transportation, energy, and environmental quality needs simultaneously. In the years
to come the 1970s will be seen as a decade during which events forced the reevaluation of long-
held assumptions about the American way of life. If we are successful in preserving the quality
of life we have enjoyed it will be because today's leaders responded vigorously and responsively

to the challenges of this decade. It is critical that we become fully aware of the consequences

of our actions in the area of environmental quality and in the conservation of precious natural
resources. New Jersey has long been one of the leaders in responding to the challenges that we,

as a nation, are facing but no one would dispute the fact the choices when made have been difficult
and the way has not always been clear.

One challenge for our State and for the nation Which has been made abundantly clear by current
events)is the need to rethink our basic assumptions concerning transportation. It is clear that
excessive reliance on the private automobile as a primary means of transportation cannot go un-
checked. S-3137 is a positive response to this challenge; it presents an opportunity to help
prepare New Jersey for the future in a sensible way.

No one would seriously argue that public transportation in New Jersey today provides an
attractive alternative to the use of private cars. The statistics bear this out. This is a
position we simply cannot afford from an environmental viewpoint. The Federal Clean Air Act as
amended in August of 1977 calls for each state to develop and implement a plan to assure that the
air we breathe is clean and meets all health standards. In New Jersey carbon monoxide and photo-
chemical oxidants which are related primarily to motor vehicle use, remain as our toughest air
pollution problems. Indeed, we have made. significant progress in the area but much more is needed.
For example, carbon monoxide emissions have been cut by 40 percent since the beginning of New
Jersey's air pollution inspection proggam for cars since 1974. But monitors in 18 cities still
indicate that routine violations of the standards for carbon monoxide are occurring. Moreover,
we have estimated that violations of this health standard would be measured in 76 other cities
as well if the air there were measured for carbon monoxide.

Federal mandates for cleaner exhaust pipes alone cannot be expected to do the job for us.
They are only part of the answer. New Jersey has more cars for every mile of road than any other
state in the union. The only way we can be assured that air quality will improve is to use our
cars less often.

We are committed to achieving this goal through voluntary action and through the cooperation
of everyone affected, and not by restrictive regulations. We have already formulated plans to
decrease reliance on cars with the help and advice of local government, the New Jersey Chamber of
Commerce, the New Jersey Business and Industry Association, and a number of labor unions, My
Department is participating in an interagency task force for the purpose of coordinating state

government's response to the problem. We expect results from this approach, and we expect that
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they will be substantial but we cannot afford to sit back and hope for the best. Failure to
insure reasonable progress toward attainment of air quality standards, or failure to maintain
those standards after they are met will have very serious economic consequences for the State.
Where states fail to act to control air pollution, the Federal Environmental Protection Agency
is authorized to prohobit the construction of new sources of air pollution, EPA can also act
to cut off highway construction funds in such cases. More important are the health hazards to
which our citizens will be exposed if air pollution standards are not met.

An effective, extensive and economical mass transportation system must be an integral part
of any plan designed to meet our air quality goals. Merely by recapturing the riders who have
abandoned the bus transit system since 1970, we have estimated that about 6,000 tons a year of
hydrocarbon emissions would be prevented from entering the atmosphere; that 50,000 tons a year
ot carbon monoxide pollution would be eliminated, and that 3,500 tons a year less oxides of
nitrogen would be emitted. There is no question that these are significant reductions which are
needed to protect our physical and our economic health. We believe that S-3137 will lay the
groundwork for creating the kind of mass transportation system that can produce these results.

Passage of S5-3137 will not make every energy and air quality problem go away overnight.
Alternatives to this approach to public transportation management may exist somewhere but these
facts are clear. First, public transportation as it now exists in New Jersey is not the answer.
Citizens are receiving poor service with dilapidated equipment that goes too few places too slowly
and they pay millions in subsidies to boot. Secondly, publicly owned mass transportation is the
hasic format which is used in nearly every other wmajor urban area in the United States.

Finally, we believe that this bill represents an approach whose time has come in New Jersey,

an approach we believe will be responsive to the issues of environmental quality and conservation
of natural resources I have discussed above. Thank you very much for this opportunity to present
this testimony.

GAGLIANO. Mr, Tyler, in connection with attempting to clean up the environment, has your
department made any specific recommendations to DOT or any of the Federal authorities or agencies
with respect to specifically making it easier for buses to get back and forth for example to
New York or Philadelphia, in terms of separate lanes, separate toll booths or whatever? Have you
made specific suggestions which would maybe save a commuter ten or fifteen minutes and thereby
make it more interesting in that regard?

TYLER.  In general, yes, we have followed the Federal Environmental Protection Agency.

As of December our State implementation plan which is required under the Clean Air Act and
included in that plan is a large number of transportation related measures, many of which are
not as specifically defined as your question put it -- some of which are. We can make details
of those projects available. A lot of them as I said, are not specifically defined yet but they

will be through the ongoing transportation planning process., Working with the Department of
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Transportation we have become an integral part of that process so there is a close

relationship.

SENATOR GAGLIANO: When do you think that plan might be ready?

MR. TYLER: The plan itself - the generic plan -~ is ready now, togethor
with the appendices for those projects that are now on the books. The remaining
projects will be evolved over the years and then mandated by the Federal government,
both in the Clean Air Act and in the Federal Highway Act. ©Now that air quality re-
lated projects get a high priority in the transportation planning process, to the
extent that those plans are now on the books, we can make them available to you, and
we can, of course, make them available to you on a continuing basis.

SENATOR GAGLIANO: The reason I raised the point is that so many times what
government does to private enterprise is destroy it, and then turns around and says
we have to take it over now because it is destroyed. For example, if we had maybe
over the years provided the bus lanes more quickly in terms of letting time go by.
And if we had provided any better facilities where they could make up ten or fifteen
minutes in a runand been able to operate more efficiently themselves rather than be
in with the pack so to speak, perhaps then they would have been more attractive from
the standpoint of the rider and therefore they might have had less empty buses. It
is kind of circular I know but you do see government move in, kind of almost destroy
an industry and then say, "Gee, we'd better take it over because it's destroyed."

COMMISSIONER GAMBACCINI: If I could comment on a couple of points you've
made. One, your first comment about bus lanes and exclusive toll booth entry -
wé are working as a department in moving ahead on exclusive lanes. Of course you
know about the highly successful reverse lane at the Lincoln Tunnel - there you had
tremendous volumes and access to a lane that was not otherwise used and it worked out
very successfully. We're moving to try to capture new lanes as in the case of the
Garden State Parkway before they are put into service and used to full capacity of
automobiles, on an experimental basis to see if we can't give public transit a
boost. We also have studies under way, largely as a result of urgings from commuter
groups in your area, to look at exclusive toll booth lahes at interchanges. That
looks quite favorable. What is at work here is that if these things succeed, it will
only be because of the pressure from federal levels to get on top of air pollution
and the spectre of energy shortage. Your major point on whether we've driven private
industry into bankruptcy and then picked up the pieces, I submit, is wide of the mark.
The public at large through a series of concessions, tax relief and other things over
the years, has tried to preserve and maintain private enterprise. What was at work
was the overwhelming flight to the suburbs and to the automobile. There was just no
economic viable base. There are some private carriers who say that it is because
they are private enterprise that they can produce a profit. I say flatly that if
you look at public transportation service as an entity that it is overwhelmingly a
loss leader, a deficit, and it is everywhere in the world. What you have is a
piecemealing of some selective routes that can be preserved and profitable. But,
the total entity is, in fact; of necessity and intrinsically, a loss or a deficit
in character. 1If there were any private operator or company that offered to take
the full burden of all public transportation in the State, I would be the first to
say let's scrap this bill and move in that direction - would that there were such
an offer.

SENATOR GAGLIANO: Commissioner, the reason for my comment was that we've
spent billions and billions of dollars on new roads, especially the inter-state

system, so I'm saying there we created the situation which caused the thousands of
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tons of hydrocarbons and the rest of it that we talked about. Of course, moving to
the suburbs was a big item too, I was born in the suburbs so I didn't move there.
But, my point is that we have built the billions and billions of dollars worth of
roads and yet we've been very vocal about the subsidies to public transportation
when we have subsidized the car tremendously and encouraged its purchase and its
love affair.

COMMISSIONER GAMBACCINI: Senator, I think as Pogo says, "The enemy is us."
We still favor our automobile. Indeed, some of the things you mention - exclusive
bus lanes and the like - have a lot of resistance to them by auto drivers who feel
that they should have equal access. So, it is still anything but a clear mandate or
consensus on how we ought to go. There are very logical approaches that have been
spelled out in this State implementation plan on Air Pollution Control. The chief
disability is public acceptance and political difficulty in getting acceptance to
things that would impede the free access or use of the automobile or go to great
lengths to favor transit over automobile. But, I think we're on the threshold
because of energy and air pollution crises that increasingly we're going to have to
force decisions in those directions.

SENATOR GAGLIANO: The next witness is ---

SFNATOR SKEVIN: Frank Gallagher---

COMMISSIONER GAMBACCINI: Senator, I did have, and I would like, with your
indulgence, to run through very quickly a slide presentation. I know you've seen
some of these slides. We have added to them and there are several you ought to see

that are new. TI'll try to accelerate the pace because I know we're running late.

(Slide presentation)

COMMISSIONER GAMBACCINI: Senator, not only because you've seen some of
these slides but also because some of it has been covered in the oral testimony,
I'll race through some of these. The first two slides simply are excerpts from the
report ten years ago that I mentioned and that is covered in the written testimony.
This is the year-by-year growth, the hundredfold growth from '69 to '78 in the
subsidy program and the ridership drop in the same period as the rest of the country
went up 11% in ridership, New Jersey saw a 41% decline in ridership. And these are
individual cities' results. It's significant that the tQé largest drops in ridership
are the two remaining privately owned operations. And, indeed, the third largest
drop, Buffalo, suffered most of its loss before it went into public ownership. We've
said over and over that it's not a question of private or public; it's only a matter
of degree. BAlready the public subsidies are supporting 80% of all the bus riders in
the State daily. We have gone, in the same period, from virtually no capital owner-
ship of buses to a point today where we own half of them and within a year we will
own 80% of all the buses. So, we are very substantially into the operation financially
of capital and operations. To sum that up, we are saying it is indeed a phony issue
if there were a bona fide private option, we'd grab it. The fact is, we have been
progressively required to get more and more deeply into the operations to the extent
of 33% of the operating costs, 100% of the capital costs, and again, it's only a
matter of degree. We do propose,as did Maryland, to consider and use,where prudent,
management firms to operate companies achired. This is the trend picture of
private ownership in '67, -58% of all the passengers in the country were carried on
publicly owned systems. In '70, 77% were carried and in '78, 91% were carried.

Problems with the existing, we discussed at length in the testimony - failure to
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increase ridership, stabilize fares, or rationalize and improve service. The
inherent defects are the extreme fragmentation, the intrinsic conflict between the
goals and motivations of public and private, and the nightmare of adminigtration to
handle 22 subsidized carriers, to negotiate, administer, and audit those agreements,
to audit 129 carriers who are using State owned buses, and to regulate some 200 plus
carriers. We have the responsibility; we have not the effective authority to control.
I'd like to just run through this quickly. This is southern Passaic County - Paterson,
Wayne, Clifton area, Passaic area --- This is a map of that area with the faint back-
ground as the overlay of bus routes. But, you can see the number of different carriers
that are operating in this small area. This is the Garfield-Passaic Transit Line in
red, Passaic Athenia Bus Company in black, Community Bus, Inter-City, Manhattan,
Associated, Fairlawn, DeCamp, Lakewood, TNJ, and then, all together, this is the
spaghetti. T submit that there must be a more rational way to organize routes at a
lesser cost and at a better service level. I mentioned the affiliate game that is
at work here, of the 21 assisted carriers there are 56 affiliate corporations. The
affiliates almost entirely operate all the profitable things. The profits are not
used, for the most part with one or two minor exceptions, to reduce subsidies. 1It's
perfectly legal but it's certainly not in the public interest to continue this
process. Here's one such company with some 13 affiliates, I believe, and another
case where a company is getting its subsidy on the order of $300,000, is collecting
$300,000 in revenues, is virtually using all State buses, and has a net equity of
less than $2,000. At the same time, that same company owns another affiliate using
only their own buses that produces a revenue of $100,000 with an equity of $110,000.
Public versus private - this is the trend line that shows for six companies that were
originally private and went public, the virtual innate nature of certain base costs.
The costs per hour as these private carriers went into public ownership were on
almost the same trend line. It's not a reflection of public versus private:; it's
more deeply related to the fundamental cost of fuel, of equipment, and of wages ---
and the same curve with respect to the cost changes per mile, public and private
for the same six companies. In the case of Baltimore, again referring to Governor
Hughes' letter, here was a public takeover that in the first two years of public
ownership saw increased patronage of 7%, an increase of service of 2% in miles of
service, expenses were held constant, expenses per passenger were down 4%, in a
context where inflation was rising at a rate of 10%. We will have, by the end of
'80, committed close to $500 million in cumulative subsidies and capital input to
the bus program. The reported net worth of physical assets is now $24 million, of
those 21 carriers. We have every reason to expect that we could get 80% federal aid
which means that for a price tag of on the order of $4 or $5 million for the physical
assets, we could, in fact, get complete control to really protect the equity of that
$500 million and the future course of transit. The objectives are, therefore, to
provide responsive service, the potential for increased ridership, improved mobility,
improved air quality, energy conservation, to rationalize and coordinate service,
and to assure improved public involvement in the process. I won't belabor this.
It's outlined in the bill - the concept of the corporation's five-member Board of
Directors with the authorities to subsidize, operate, or contract for service with
emphasis on county and municipal involvement in advisory capacities. Again, the
outline of the organization chart - Executive Director - the concept is regional
organization close to the scene of the operation.

I mentioned earlier the budgeting on the basis of existing, expanding, and
social programs in order to assure that we keep our eye on the ball of what causes

increases when and if they occur.
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Now, this is the last slide I will present. It's a listing that I mentioned
in my presentation of the kinds of things that we could address. I would like to
take just about, hopefully, four or five minutes to ask my newly appointed Marketing
Director to give you a quick panorama of how these things have materialized else-
where around the country. Nick? Incidentally, if I may, Nick Bade has had diverse
marketing experience including for Greyhound and for the Federal Urban Mass Trans-
portation Administration. I hired him out of the savings from my aborting a
$500,000 marketing study on the basis that we don't need studies. We know what
marketing is needed. The frustration Nick is already experiencing almost to the
point of paralysis is the inability to produce what you will see in these further
slides in a context of the extreme fragmentation - again, to underscore, the in-
ability to really work with the present chaos.

N ICK B A D E: Thank you, Commissioner, Senator Gagliano, ladies and
gentlemen. They say one picture is worth a thousand words so I'm going to show you
20 pictures that will hopefully replace 20,000 words. What we'll do is show you
what other cities around the country, and, indeed, the world, are doing through the
creation of a single public transportation corporation. Out in Seattle several
years back, they faced the same problem we had - they had a series of small bus
companies, faced a declining ridership, mounting subsidies. They created a single
public corporation and this enabled them to adopt uniform standardized graphics
throughout the public transportation product. The bottom line is public transporta-
tion awareness increased in the community because it is uniform. Second of all,
people can see the product, they better understand it, they feel more comfortable
with it. As a result, transit ridership in Seattle is increasing.

Over in Denver they did the same thing. We all recognize, for example,
that public transportation has a very poor image in many cities and certainly here
in New Jersey. Once again, by having a single public transportation corporation,
you are able to adopt uniform standardized graphics and other design elements that
enable you to project the kind of image that we know transit has to have today if
people are going to use public transportation. In many cases we find they have
good transportation services but the image is very bad. One way to improve the
image is to give transit a bright modern, contemporary image like you see here in
Donver.

The same story is true in many other cities. Again, this is Minneapolis.
Once again through a coordinated public transportation system, you are able to
carry the consumer elements - things the public sees - down to the smallest detail
be it the exterior of the vehicle, the interior. 1In many cities, again Seattle,
the detail, the public orientation is carried down to things like driver uniforms.
And, I think you'll agree what you see here presents a very good image for public
transportation. The important thing is the message from all these cities is -
we can do the same thing in New Jersey. Once again, because we have coordination
under a single roof, we can begin looking at services from the standpoint of the
user - the public, the current rider but also the potential rider. The consequence
is we can rationalize routes, we can extend routes, we can improve services. Again,
this is what they have done in Minneapolis.

In many instances the driver is our salesperson - literally our first contact
with the public. Again, if you have a single coordinated public transportation agency,
we can coordinate training, we can take advantage of economies of scale so that we
can produce an employee who has greater awareness of the needs of the public. The

bottom line - it's better service for the public and it's possible through a single
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coordinated public transportation agency. You can carry the passenger orientation
to every little detail. With a single corporation, you know who is responsible

for serving the public. In this case, we can go into a statewide passenger shelter
program. We know we need them in New Jersey. We have very few. We know what the
weather is like in the winter. Once again, these are the kinds of things we can do
if we have a single corporation. We can rationalize fares; we can have a fairer
fare program; we can have a simpler easy-to-understand structure because throughout
the State the program will be the same. The fare levels will always be the same.
For example, they will vary according to distance but it will be uniform and you
will be able to understand it. Again, with a single corporation, we can begin
various types of PATH programs. We can work with major employers, for example, so
that employees can buy passes on a payroll deduction plan where they work. We

make it easier and more desirable for people to use public transportation. Something
we need badly throughout the State are bus stop markers. With a single corporation,
we can adopt an uniform, standardized bus stop marker so people can find out where
buses stop. In many instances, people don't even know where to catch a bus in our
State. This is the type of thing we can address with a single coordinated public
transportation corporation. The type of information we can provide can fit the need.
This is Cleveland, Ohio and how they meet some of the information needs. This is
Boston and this is Belgrade in Yugoslavia. The point is, whether it is throughout
the United States or around the world, when you have a unified public transportation
gystem you can meet people's basic information needs, you can make it easier to use
public transportation.

Another thing that is simplified is the distribution of information. With
a single corporation bringing together the information from various carriers and
various routes, we can send information to people's homes, where they work, we can
distribute it through various types of kits, we can have public timetable distribu-
tion racks. Once again, the process is simplified. We can even take information
out to where people shop or in some cases, as they do in Minneapolis, Rochester,
Cleveland and scores of other cities, we can have portable booths and teams that go
out to factories and offices. Best of all, with a single corporation we can have
a One Call Does It All public transportation information number. Literally, we can
offer a dial 800, dial the word "transit" public transportation information center.
No mere looking in the Passaic County phone book and wondering which of the 10 or
15 phone numbers to dial. You dial one number. One corporation has the responsibility.
At the same time, it simplifies our sales program. We are going to be speaking with
one voice. We can have one message - why you should use public transportation. So,
once again, from a marketing standpoint there are many advantages to coordinating
and unifying in a single corporation. Thank you.

COMMISSIONER GAMBACCINI: Thank you, Nick. Mr. Chairman, Senator Gagliano,
you've been very patient. I appreciate the opportunity for letting us make our
presentation and presenting other witnesses as well. I know you have several other
witnesses to hear from. I feel that this is the most important thing probably that
I will be involved with with the Legislature over the next couple of years and do
intend to stay around throughout today and the remaining hearings to be available.

I would hope that I would have the opportunity toward the end of the hearings for a
chance to have a brief summation of the Department's views and my views. I would like
to make myself and my staff available throughout the hearings as needed to be of

assistance. Thank you.
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SENATOR SKEVIN: We thank you for your fine presentation, Commissioner.
You certainly will have the opportunity to sum up. Are you talking about after
today's hearing or the —~--

COMMISSIONER GAMBACCINI: I was thinking of the final hearing.

SENATOR SKEVIN: You certainly will have that opportunity. At this time
we'll recess and we will return promptly at 2:45.

(recessed)

AFTERNOON SESSION

SENATOR SKEVIN: This is the Committee's Public Hearing and our next witness -
will be Frank Gallagher of the New Jersey Private Bus Association.

FRANK GALLAGHER?: Senator Skevin, Senator Gagliano, my name is
Frank Gallagher. I serve as the President of the New Jersey Motor Bus Association.

SENATOR SKEVIN: Frank, could you speak a little --- I don't know if it is
the microphone or the acoustics at this moment but ---

MR. GALLAGHER: Is that better? Our members are independent operators,
subsidized as well as self-supporting carriers, engaged in short-haul transit,
long-haul commuter and charter operations.

We operate buses for a living. We know what it takes to make a line
profitable and we can recognize a loser when we see one, that is, a bus route
which has absolutely no potential for profit. 1It's a skill which, we think, the
State has only begun to develop.

It's with a mixture of professional and personal interest that we have
reviewed S-3137. We agree with the drafters of the bill that bus service in New
Jersey is not as stable or as rational as it could be. But we couldn't disagree
more on a solution - a State takeover with no other details spelled out.

Let's start by defining the problem. The State today is subsidizing a
number of transit lines which, without State aid, would be enormous losers. They
are losers because they don't carry enough passengers at a proper fare. They are
subsidized because the State has made a political and social decision that continued
operation is in the public interest.

The decision to preserve these lines with subsidy payments rests with the
Commuter Operating Agency. But, the Agency has no criteria on which to make their
judgments. The overall result of their decisions has been a largely irrational -
network of subsidized bus lines. )

S-3137 recognizes this problem. So do we. So do the newspapers. So do
many legislators. But S-3137 says that the missing ingredient needed to turn v
disorder into order is merely a new agency, very much like the Commuter Operating
Agency, but with the power to buy and operate its own buses. The logic of this
proposal escapes us.

The Commuter Operating Agency today serves as the ghost manager of all of
the State's subsidized bus lines. With its subsidy contracts, the COA tells bus
companies who will operate X number of buses during X number of hours for so many
days a week. If the results are unsatisfactory today, how could they be any better
if the COA owned the buses and they were driven by State employees? We'd still

have X number of buses operating X number of hours, so many days a week.
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But there's more to this bill than the COA changing its name to the New
Jersey Transit Corporation and operating under-utilized transit buses. The bill
would give the new transit corporation expanded powers to ongage in charter opera-
tions, school busing and limousine services. We wonder why. These are the lucra-
tive parts of bus operation, where private enterprise can make a decent profit.

Why have the drafters of this bill decided that it's in the public interest for
the State to compete with private enterprise and to erode profits of companies which
today need no State assistance?

Increased ridership seems to be the State's primary goal. Commissioner
Gambaccini this week was quoted as saying, "I believe ridership will be higher
under public ownership and a public corporation." Passenger statistics of publicly
owned bus lines in other states are cited as proof that the Transit Corporation will
succeed where private ownership has failed. And yet, statistics can be misleading.
Here in New Jersey, we have discontinued or curtailed service - all as the result
of State policy - whereas elsewhere new routes have been added. Many of these routes
have generated only marginal ridership: since profit is not a factor with publicly
owned corporations, even marginal additional ridership can be justified. So the
only connection we can see between public ownership and ridership is that public
bus companies elsewhere have expanded service without regard for cost, and have
attracted new passengers. If the COA had followed this policy over the last five
years, we in New Jersey could also point to increased ridership. But understand that
such ridership comes at a high cost.

As you review this bill, there should be no doubt in your minds that
competition from a State owned and operated transit corporation will erode and
eventually ruin otherwise viable private companies. S-3137 would not compel the
State to operate buses at a profit; indeed, it's probably in the public interest to
operate at a loss. Short-haul transit lines won't last long once the State starts
operating with lower fares and more frequent schedules. The same goes for school
bus and charter operators. So, once a public takeover has started, there will be
no turning back. One by one, private companies will find themselves on the auction
block as the State erodes their viability. Will the end result be superior to
today's system? On the contrary, it will be worse.

First, even if the total miles of service provided by the Transit Corporation
were to remain the same, costs would go up. With public ownership, there is no
profit motive and, thus, no reason to increase fares to keep pace with rising costs.
But it's quite likely that miles of service will be increased, so there is little v
question that costs will be drématically higher.

If the State is really interested in increasing ridership, and if costs
really aren't a concern, we can increase ridership today at a fraction of the cost
of the Public Transit Corporation. This could be done simply by expanding today's
mid-day reduced fare program for all riders instead of senior citizens.

Let's take a look at labor costs, both néar—term and future. Commissioner
Gambaccini has said that UMTA would fund 80% of the acquisition costs of acquiring
privately owned companies. But these funds come to New Jersey with strings attached.
The biggest string - or should we say noose - is a 13 (c¢) labor protective agreement
which would require the Transit Corporation to continue to employ bus drivers at
least at the same levels prior to a State takeover. So this would pre-empt labor
savings by route rationalization or consolidation.

Now in the future, how would the State hold up in labor negotiations,
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particularly in the face of a strike which could shut down all of the State's
commuter buses? We don't see how the State can do anything but cave in to labor's
demands. There is no question that survival of the firm will no longer be a
consideration for labor. If the State owns it, the firm must survive.

Even if State takeover were a good idea - and it's not - this bill is an
imperfect means to achieve that result. For example, legislative oversight is
minimal, so the Transit Corporation would not have this higher authority to which
it should regularly respond.

Today, for example, if a bus company wants to start a new service, it must
submit a detailed description of the proposed service to the COA. This must include
schedules, equipment and a projected income statement showing revenues and expenses.
But the Transit Corporation wouldn't have to do any of this to start a new service.
This underscores my earlier point that revenues and expenses are meaningless to
publicly owned transportation companies. Amtrak's record speaks for itself.

There are few rules and standards to guide today's subsidy program, and we
have little reason to expect that the Transit Corporation would develop any meaning-
ful rules or standards by which the Legislature could judge its performance. The
subsidy program has been studied and restudied, reports have been written and
suggestions have been made. Except for its size, the program is no better today
than it was ten years ago. We say the problem with the subsidy program is in its
management, and these are the same managers who would own and operate buses under
S-3137. These are the same people who have never decided whether they want more
riders or lower costs, and S-3137 doesn't give us a clue as to how that question
would be resolved.

We are not alone in these concerns. We've read in the papers where numerous
legislators, as well as the Governor's Commission on Budget Priorities have ex-
pressed serious reservations. We hope the Senate Transportation Committee will
give this bill a long, hard look before it schedules a vote.

If there's one thought that New Jersey Motor Bus Association wants to leave
with you, it's this: A State takeover - like Vietnam - is practically irrevocable.
Once it's started, it's difficult if not impossible to turn back. We don't want
this and we hope you don't either. Senator, on my left is Buzz Rukin who I think
both senators know. On my right is Vic Capitani. These are Vice Presidents of New
Jersey Motor Bus. So, if you have any questions, you can direct them to any of us.

SENATOR SKEVIN: Mr. Gallagher, I only ask one question and perhaps you or
any of your associates can answer. That question would be what would you propose
as an alternative to the present program which, apparently we all agree, is not a
workable program?

MR. GALLAGHER: Exactly right, Senator. We take the position that basically
we have a 15 zone ride here and we've gone from zone 1 to zone 15 without any of
the intermediate fares. We feel that since all the studies have been done in the
State, none of them have been acted upon. We think we should have a program of
incentives and that should be tried long before we start getting into a takeover
proceeding. I think Senator Gagliano expressed that thought before.

SENATOR SKEVIN: Senator Gagliano.

SENATOR GAGLIANO: I really don't have any questions of Mr. Gallagher.
However, I would like to ask that in addition to exempting the takeover of school
busing, I would like to have an amendment that the Committee can consider at some
future date prepared by Mr. Capalbo that we would exempt the takeover of charter

operations and limousine services. And, I'm glad Mr. Gallagher brought these to
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my attention. Again, I don't know how I would vote on the question of the

amendment, just as I don't know how I'm going to vote on the bill at this time.

But, I think that these are things we should take into consideration since they are
in private enterprise now and they are profitable, it would appear, or at least they
are serving a purpose. I don't see why we would, at this time, take those over.

And, if one happened to be taken over, I don't see why we couldn't have the State
turn that back somehow into private enterprise. I was interested in your indicating
you would expand today's mid-day reduced fare program. That would increase ridership.
Do you think it would dramatically increase the amount of money coming into the fare
box?

MR. GALLAGHER: Senator, as with the senior citizen program, it hasn't
dramatically increased the amount of money into the fare box. But, this is the
problem that the bus owners are confronted with - is the State more interested in
reducing costs or are they interested in trying to create ridership? You have the
service out there mid-day anyway. The rationale for the reduced fare for senior
citizens is - your vehicles are on the road, you're paying the bus driver mid-day
and let's make it as competitive with other means of transportation as we possibly
can to induce ridership in the off-peak hours. The reason it was not included into
the peak hours is that your costs dramatically increase with every peak-hour vehicle
you have to put on the road. So, I say that since the buses are out there and since
the State, as evidenced by this bill, is more concerned with the ridership aspects and
increasing ridership, that maybe they could put that service in for all citizens in
the mid-day.

BARNETT R UK I N: Mr. Chairman. On the amendment on the charter side,
may I suggest that one of the most insidious problems with public operation is what
happens down the road from the initial takeover stage. If the operations are that
bigger losers than anyone anticipated, the next step will be to make use of the
under-utilized equipment or the under-utilized manpower and it becomes a very
difficult procedure politically to fight those arguments once the system and the
institutionalization is in place. So, although an amendment to protect against
entering certain types of business is important, it is also important to consider
what the longer term implications of that might be.

SENATOR SKEVIN: Thank you. Peter Allen, New Jersey School Bus Owners
Association.

PETER A L L EN: My name is Peter Allen and I represent the New Jersey
School Bus Owners Association. There are approximately 10,000 school buses opera-
ting in New Jersey with about 20,000 school bus drivers employed. This trade
association represents about 2/3's of those buses.

It has been the understanding of the members of this association that this
bill was supposed to provide for the State takeover of Transport of New Jersey and
other bus companies included in the State subsidy program. We further understood
that the reason for this was because the subsidy program was not working effectively.
However, this bill goes far beyond our original understanding of the takeover move.
The bill provides for not only the takeover of bus companies operating under the
subsidy program but for every other bus company in New Jersey including charter bus
service and school bus service. '

This bill provides vast and almost limitless power over a segment of the
business community in our State. This power is further centralized in a newly
created super agency under the control of three persons who obtain their positions

by means of political appointment.
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If enacted, this new super agency can acquire by purchase or condemnation,
any private bus company and do so on its own terms as is stated in Section 12(a).
It also has the same power to acquire any land or property as stated in Section 12(b).
In other words, in order to operate a public transportation service in New Jersey,
this agency will have the power to take over, through purchase on its own terms or
by condemnation, any private, profit-making business it deems necessary for its own
purposes.

As we see it, this agency will scrap the existing subsidy program and
instead take over those bus companies providing regular commuter service which are
now included in the subsidy program. As this agency grows and expands, it will seek
out additional private bus companies and operations to fill its needs, wherever
necessary. As costs go up and the need for more and more revenue grows, and we
all know that once an agency is created, its budget grows each year, this agency
will then begin to look for profit-making corporations which will produce the
additional revenue it seeks. These profit-making operations will include not only
well-run and efficient regular bus routes, but also private charter bus operations
and private school bus transportation businesses. This bill goes so far as to in-
clude taxies, jitneys, livery service, dial-a-ride and vanpool services, presumably
meaning vanpools presently operated by private companies for its employees.

Before long, this super agency will own, operate and control every conceiv-
able means of transportation short of the private automobile in New Jersey. As
government grows bigger, it doesn't get better. Look at Conrail and the postal
service as examples and we'll cite some other examples.

At present, many small and medium sized private bus companies providing
school bus transportation and charter transportation are operating safely,
efficiently and at a profit. They are well run because they are small: the owner
is usually the general manager and has a working knowledge of the day-to-day needs
and problems, and they are competitive. Every contract for school transportation
is obtained through competitive bidding. We're opposed to the concept of abandon-
ing everything that is right with these privately owned and operated businesses
and substituting for it another government bureaucracy, which is wrong. These
privately owned, profit-making companies are the backbone of our very economy.

They pay taxes to support government, provide full employment for their workers and
fulfill a needed service. Why then should a government agency go into competition
with these businesses or worse yet, have the power to take them over and use them
for its very own purposes?

Speaking of profit, the profit motive is the incentive to run well managed
and cost-efficient businesses. Once taken over by the government bureaucracy,
these incentives are destroyed. Many school bus operations, for example, use a
combination of full time and part time employees many of whom, by the way, are
housewives and parents who supplement their family income. Many of these workers
have 15, 20 or more years of service with their companies or in the industry.
Visualize the cost of replacing this kind of a work force with the Civil Service
System. Also, where do these workers stand in relation to civil service regula-
tions once their company is absorbed by this agency. And what happens to the
seniority they have with their present companies? We'd like to know what is the
overall price tag, not only initially, but also projected over the next 5 or 10
years to run this agency? And when I refer to price tags, I am not talking about
dollars alone but what are the human costs involved when businessmen and business-

women have their livelihoods taken out from under them and workers' jobs are disrupted.
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This bill is not the answer to the subsidy problem. I refer to the first
two sentences in the statement attached to the bill wherein it refers to the
"inability of the State to select effective management of public transportation
resources..." If the State cannot manage a $40 or $50 million subsidy program,
how does it possibly expect to manage the super agency envisioned in this bill?

If the subsidy program is not working, the DOT should fix it or scrap it or

devise some other means to provide basic commuter bus service. Creating another
major bureaucracy with the power to take over non-subsidized businesses which are
operating efficiently, making a profit, paying taxes and providing employment, is
not the answer. This bill, therefore, is not the answer either. Our members
strongly recommend that the DOT go back and devise a plan to deal with the subsidy
program and basic commuter transportation which will be acceptable to all the people
in New Jersey and not just acceptable to the DOT.

Mr. Chairman, there are a couple of bus owner-operators with me today and
perhaps they could tell you a little bit more about how a bill of this sort would
affect their private businesses.

SENATOR GAGLIANO: Mr. Allen, we'd love to hear from them but we have a
list and they are not on the list. You were named as representing the School Bus
Owners Association. We still have three more witnesses this afternoon.

MR. ALLEN: Mr. Chairman, with all due respect, when I did call to get on
the list I mentioned that there were other individuals who would be coming down
with me. It was suggested that my name only go on the list. And also, with respect,
Mr. Chairman, I think the testimony of myself and two of these other gentlemen will
be far shorter than the testimony of the individual witnesses that presented their
stories today. I'm talking probably about 4 or 5 minutes of each of the witnesses.

SENATOR GAGLIANO: All right, go ahead.

J. B. ROLFE: My name is J. B. Rolfe. I'm a school bus contractor.

The free enterprise system has been the greatest stimulus for industriail
development, economic growth and the social well-being of this country.

Pride of ownership is a motivating force that has no equal. What kind of
a person or who is the school bus contractor? He is an ambitious person willing to
risk his money and inexhaustible energy to prove his ability, to satisfy his ego
and to strive for monetary success. Because he knows his territory, he routes his
vehicles effectively and efficiently. His concern for safety is manifested in the
high caliber equipment he operates and his proficient maintenance program. He is
a competent professional dedicated to successfully providing safe, efficient and
economic pupil transportation in a competitive market without any subsidies from
anybody.

Rarely is the impact of bureaucracy more evident than in the school bus
industry. From the Congress of the United States, Department of Transportation,
National Highway Traffic Administration, Environmental Protection Agency and
Energy Office to the New Jersey State Legislature, Department of Education,
Department of Law and Public Safety, Division of Motor Vehicles, State Ecology,
Environment and Energy Departments, Federal and State Department of Labor down to
the County Superintendent and district Boards of Education, all have their pet
projects, some valid and good, others ridiculous, the result of vested interest
pressure groups, but, all, nonetheless, requiring compliance.

And requiring compliance and very substantial contributions are the Federal,

State and local tax departments, exacting their tolls on the school bus owner.
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License fees of $140 per school bus returns the State approximately a
million and a half dollars annually. Federal and State income taxes, corporate
tax, business and personal property tax, real estate and fuel taxes are some of the
levies imposed and to which the school bus contractor contributes.

But enough for the attributes of private ownership and operation of school
buses, let us compare these virtues with the benefits and drawbacks of the proposed
legislation. It is legiélation to create an autonomous corporation to virtually be
the sole and exclusive entity to regulate, operate and maintain the transportation
system for the entire State of New Jersey.

Substantial evidence bears out the contention that government takeover or
assignment. to an autonomous authority or corporation has not been successful.
Amtrak, the New York City transit system and the postal service give glaring testi-
mony of the ineffectiveness and ineptitude of government intervention and takeover.
United Parcel Service, a private corporation, offers better service at comparable
or lower rates and makes a substantial profit while the post office continues to
receive substantial subsidies for reduced and inferior service. The Port Authority
of New York and New Jersey, in spite of ever increasing volume, with complete dis-
dain and disregard for the public, with a dependent and captured clientele, saw fit
to raise the Hudson River crossing toll by 50%. They extended their sphere of
operation and interest into the real estate business and built the Twin Towers of
the World Trade Center, surely of no benefit or asset to New Jersey. The octopus
effect of ever reaching out for more and greater power.

As an autonomous agency, the New Jersey Transit Corporation would be above
compliance with the rules and regulations for school bus safety formulated over the
years by the State Department of Education, the Division of Motor Vehicles, the
State Police, the County Superintendents of Schools and the local school districts.
Transit and inter-city buses without the distinctive appearance of the time-tested
yellow school bus could be used to transport the children. Gone would be the bi-
annual school bus inspection at the Motor Vehicle inspection station and the on
site inspections by the D.M.V. strike force. In jeopardy would be the New Jersey
claim of no fatalities on a school bus.

While school buses are subjected to compliance with exhaust system air
pollution regulations, mass transit buses are not.

And gone would be the millions of tax dollars paid into federal, State and
local coffers. There is absolutely no indication or prospect that the Transit
Corporation would make up for this loss of revenue by savings. In fact, all indi-
cations are that increased subsidies would be required to operate this transit
monster. The whole concept of State takeover and operation of the transit system
by the Corporation is predicated on subsidy funds being available from the Urban
Mass Transit Agency. What happens if the UMTA program is discontinued?

Wwith the profit motivation eliminated, inefficiency and rising costs become
inevitable accompanied by the lack of deep personal concern and involvement evident
in owner-management transportation.

Approximately 15,000 housewives, college and vocational students, senior
citizens and moon-lighters who cannot work full time but nonetheless desperately
need the money derived from part-time school bus driving or vehicle aides would
lose this source of income. Also, the loss of innumerable positions as routers,
dispatchers, mechanics, body repairmen, typists, bookkeepers would likewise follow.

Gone would be the availability of economical transportation for educational

and recreational groups throughout the year, but particularly during the summer.
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In the event there should be a disagreement between any segment of the
employees and the Transit Corporation management, the entire mass transit system
of the whole State could be paralyzed to the complete disregard of the riding
public. Currently, while inconvenience may result from a disruption of service,
alternate means of travel can usually be found nearby. When Transport of New Jersey
was on strike, its riders found other means or routes to travel. People being
creatures of habit, many of them remained with their newly found transportation
media and ridership never returned to its former level.

School transportation in New York has been brought to a virtual halt
because of the attempt to return pupil transportation to competitive bidding and
eliminate the transportation monster the City created by negotiation. When
competitive bids were taken and opened this year, it was evident that competition
was the greatest constraint to runaway prices.

In Ridgewood, New Jersey, right here in Bergen County, the School Board
received bids and subsequently contracted for the transportation of its pupils at
a per bus cost that was less than the salary alone of the driver on the district
owned bus.

I am reasonably certain that you have all read the article by Assemblyman
Richard J. Codey that appeared in the New York Times on Sunday, March 18th. If
perchance you missed it, I highly recommend it to you for your consideration.

Louis J. Gambaccini, Commissioner of the Department of Transportation, is
one of the staunchest advocates of the State takeover of transportation, as we
heard today. Commissioner Gambaccini would have us believe that public ownership
and operation, where instituted, has resulted in increased ridership. The facts
indicate that increased ridership under public takeover only occurred where in-
creased service and mileage were instituted. The correlation seems to be that
usage increased as the mileage serviced increased and vice versa. It decreased
where the mileage was decreased.

In conclusion, I should like to point out that even Commissioner Gambaccini
agrees that the present subsidy program is a failure. If the Commissioner's
Department of Transportation and COA were unable to provide the leadership, direction
and administrative know-how to the operators and management of subsidized lines to
function efficiently if not profitably; if the DOT and the COA, armed with the tre-
mendous financial clout of the subsidy program were unable to supervise a viable
transportation program, what makes anyone think that the New Jersey Transit Corpora-
tion can autonomously administer, manage and operate all the aspects of a complete
transportation system without bringing the State of New Jersey to its financial
knees because of mismanagement and incompetence? Industrial New Jersey cannot
afford to have only one omnipotent corporation running the State's entire trans-
portation program. New Jersey can hardly afford to give this group, or any group,

a blank check. Perhaps one of the current shortcomings of our transportation system
is that TNJ has become too big and unwieldy and consequently inefficient.

We must not permit the creation of an autocratic New Jersey Transit Corpora-
tion. We must not permit hundreds of independent, tax-paying, community-serving
school bus operators and contractors to be put out of business, thousands of
employees to become unemployed, the State to lose millions of dollars of revenue
and the safety of the children being transported to and from school to be put in
jeopardy.

Senate Bill 3137 must never be passed. Thank you.
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SENATOR SKEVIN: Thank you. I have no questions. Can we have Judge
Labrecque as the next witness please?

JUDGE THEODORE LABRECRQ U E: My name is Theodore J.
Labrecque. I am Legislative Chairman of the County Transportation Association of
New Jeféey. This association consists of representatives of transportation
committees, transportation coordinating committees, transportation planning
committees of the various counties of the State. I have on my left our Vice
Chairman, Mr. Frank Tilley, who is Executive Director of the Bergen County Board

of Transportation and our Secretary, John Hoschek, who is Gloucester County Trans-
portation Planning Director. We'll have the rest of our officers at your next
gsession, we hope. We suffer from listening to the ills of many many people through-
out the State. As you can see from where we come from, we hear it from all sides.
In particular, from Monmouth County, as Senator Gagliano knows, we've been hearing
it and hearing it loudly, particularly from the bus commuters in the Route 9
corrider. So, we are here, if representing no one else, representing the commuters,
the people that ride, the consumers of this service.

We're deeply appreciative of the problems posed by the subsidization of
transportation services under the present method and for the need in a change of
policy which would permit the State to more directly control and enforce the re-
quirements for clean, comfortable, and on-time service which are due its people.

We recognize the facts of life - that as matters presently stand, the only means
available of enforcing contracts for adequate and on-time service fall far short.
Indeed, they often leave the State in a position where in order to invoke the only
penalties available to it, they would hurt the commuter more than the operating
carrier. In effect, the State is in many respects a paper tiger so far as furnish-
ing services are concerned. It puts up the money, more and more but the service
cannot be enforced under the present system. Something has to be done.

Our association has been considering the situation for a long time. At its
last regular meeting, we were convinced that the COA was not the answer. Something
had to be done. We had bill S-3137 and we spent most of the evening going over the
bill. At the conclusion, it was the opinion -~ unanimous - of all of us that the
bill in its essential form should be supported. And, we adopted a resolution,

a copy of which has been sent to the Committee, and a copy which will be annexed

to my report which I will leave with you. It supports the principles represented by
the bill while recommending that a provision be made for a Review Board to be made
up of representatives appointed by the Freeholders of the 21 counties of the State.
These are to be divided up into south Jersey, middle Jersey, and north Jersey with
the idea that they would be sort of an advisory committee to be advised of what

this agency is purporting to do and be able to furnish input as to their recom-
mendations regarding its activity. We think that this will greatly strengthen the
new program which Commissioner Gambaccini has espoused and which we are espousing
here today. We will have more to say about that later.

The association is aware at this time of the urgent necessity for a bill
which will not only set up a new entity vested with adequate power to enforce and
carry out its obligations to the traveling public, but also a bill whose provisions
and makeup will convince the people of the State that it represents a positive step
forward in the State's administration of public transportation. And for that
reason, it is entitled to universal support. To this end, the association is sug-
gesting a number of improvements to the bill which it believes will help to generate
additional public confidence in the bill's ability to bring about the results sought.
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We believe that Section 4(b) is one of the key provisions of the bill.

We would recommend that this be reworded so as to read as follows, " The corporation
shall be governed by a board which shall consist of five members, including the
Commissioner of Transportation and the State Treasurer who shall be members ex officio,
and three other public members who shall be appointed by the Governor for three years
staggered terms and until their successors are appointed and qualified." This is to
prevent absences by expiration of term where the term is not filled for a long period
of time. "Each public member may be removed from office by the Governor for cause.
Any vacancies in the membership of the agency occurring other than by expiration of
terms, shall be filled in the same manner as the original appointment, but for the
unexpired term only. The first appointments shall be for one, two, and three yerars
respectively and thereafter for terms of three years, as stated. The three public
members shall be chosen because of their special qualifications, knowledge and ex-
perience in matters concerning public transportation. The board shall designate a
Vice Chairman and a Secretary and the Secretary need not be a member." We feel that
this is very very important. One of the troubles of the COA in our eyes has been

the fact that it has consisted mostly of ex officio people whose service is co-
extensive with their terms and who could designate substitutes and who did the work
of the COA as a kind of an adjunct to all the other jobs which they had to do for

the State - their various primary obligations. We have felt that that is one of

the reasons why the COA has fallen into such disrepute. And we believe that having a
responsible agency like this which has the connection the COA has with the State
Treasurer and the Commissioner of Transportation and yet will have three responsible
people selected by the Governor with regard to their particular expertise in the
field of transportation - and that doesn't mean you have to drive a bus, it's a
general familiarity with the field - with three people like that, they will be in a
majority, you will have responsibility. People will know that they have three

people there whose prime job is to do this particular job that has become so im-
portant to the State of New Jersey.

We say that it should be for staggered terms because one of the difficulties
of the COA and the Department of Transportation has been that its services of its top
men have been coextensive with the Governor's term. Each time we change Governors,
we change pretty nearly everybody at the top. The result has been that it took a
long time to educate the new men that came in. We weren't always lucky to get a
man like Lou Gambaccini who had experience and isn't afraid to say what he thinks.
Lots of times we weren't so fortunate and so we've had to educate those people.
That's not disparaging them it's just saying that if I or a lot of other people were
given that job,we would have to educate ourselves too the same way. This will insure
that there will be continuity in management. Assume you'll get a new Governor, you'll
get a new State Treasurer, you'll get a new Commissioner of Transportation, perhaps.
But, you'll have three people there. The Governor can move one that year, one the
next year and one the next. But there will be a gradual turnover and people will
feel - both the people who contract with the State and the people who ride with the
State - that we have something there more responsible than we had before. Now, these
men are removable for cause by the Governor. That's a very reasonable proposition.
It's the Executive Department and if they're not doing their duty, he has the right
to bring them up on charges and remove them. Just as in any other Executive De-
partment, it is a normal situation.

We feel that there should be a Vice Chairman and a Secretary instead of

just a Secretary. That is for very many reasons as you'll see as we go along.
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Our association discussed, of course, the number of men on the board. We thought
we were recognizing the facts of life when we opted to five members. 1I've heard
it said today by Senator Gagliano and others that seven would be preferable. I
can readily understand that. And I think if you took a vote of our members that
they would feel that way too. You would have better distribution, better support
from all over the State and better responsibility if you had seven men, five of
whom served staggered terms. Then you would really have a continuity and yet the
new Governor would have control just the same. But, I think we're going to appear
before you again on the 4th of April and we hope that by that time we'll have
something on that. But, I think that our members would feel that that is a very
good idea.

We think that Section 4(d) could very well be reworded. It's not much of
a change but I think it could be helpful. It would read something like this, "The
Commissioner of Transportation shall serve as Chairman of the Board. He shall
chair board meetings when he is present. He shall have responsibility for the
scheduling and convening of all members of the board. In his absence, the Vice
Chairman shall chair the board.meeting. Each ex officio member may designate
one or more employees of his department or agency to represent him at meetings of
the board. Each such designee may lawfully vote and otherwise act on behalf of
the member for whom he constitutes the designee. Any such designation shall be in
writing delivered to the board. It shall continue in effect until revoked or
amended by a writing delivered to the board." Now, we think it is important that
the Chairman of the Board should be the Commissioner of Transportation. When he
is there, he should chair it. We think that the Committee should appoint a Vice
Chairman and the Vice Chairman should chair the board meeting in the absence of the
Chairman. Now, this might seem, as you look at it on paper, to be unimportant.

And yet, if the Commissioner of Transportation designates one of his deputies who
is interested in the very thing that is coming up before the board, many people who
come to COAmeetings don't think that it is fair for him to preside at the meeting
in which something which he has planned or worked up for action is being presented.
This would eliminate the possibility of that to a great extent and would let the
board furnish its own Vice Chairman. I must say, in all fairness to Commissioner
Gambaccini, that at every meeting I've been to so far, he has been at the meeting.
But, in effect, this would insure that that same quality continues whether he's
there or not.

Now, on Section 4(f) on page 3, line 44 - the provision regarding the 10
day minutes, we think that that should be changed so it covers not only the Governor
but the Acting Governor. Matters which often have to be handled by the COA now are
really emergencies. As a matter of fact, there is an emergency every time the COA
meets. There are going to be emergencies here too. Some of these things can't
wait. And if the Governor happens to be unavailable or out of the country or out
of the State and there is an Acting Governor, the Acting Governor should have the
right and be required to read the minutes and make his decision regarding them with-
out waiting for the Governor to come back. I'm not saying that that could happen
but it should be provided for so there will be no accidents and nothing will be left.
Sometimes they are just waiting for the clock to go - the ten day to be up - in order
for some very important public thing to go. It shouldn't be held up because of a
technicality like that, and that could be taken care of.

Now, we have another suggestion for an amendment that's very important
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particularly to commuters, to consumers. That refers to paragraph 7(c¢) on page 7,
line 25 -~ that's the one that talks about fare increases for motor bus regular
route or rail passenger service. We've gone through that in Monmouth County and I
guess in a lot of other counties too. So, we particularly suggest that this might
require a change. We suggested that - starting at line 25 - be amended to read as
follows, "Before implementing any fare increase or any motor bus regular route or
rail passenger service or their curtailment or abandonment of any such services,
the Corporation shall hold a public hearing in the area affected in the evening
hours. Notice of such hearings shall be given by the Corporation at least 10 days
prior to the hearing to the governing body of each county whose residents will be
affected, and to the clerk of each municipality in the county or counties whose
residents will be affected. Such notice shall also be posted at least 10 days
prior to such hearings in prominent places on the railroad cars and buses serving
the routes to be affected. There should be exempted from this, requests for minor
changes in routing or scheduling applied for by the governing body of the muni-
cipality or the counties affected. ©Nor should it apply to minor service modifica-
tions, so-called, as defined in New Jersey Administrative Code Title 60, Chapter 53,
Section 1.1." Now on page 16, line 12, subsection ¢ which deals really with the
obligations of the Commissioner, we suggest that it be reworded to read, "Prepare
plans for the preservation, improvement, and expansion of the public transportation
system with special emphasis on the coordination and improvement of transit modes
and the use of rail rights of way, highways, and public streets for public trans-
portation purposes." The rail rights of way was the addition there and I'm sure
it was inadvertant and it should be included. Again, on page 16, line 30, para-
graph f we suggest could well be reworded to read, "To cooperate with interstate
commissions and authorities, State departments, councils, commissions, and other
State agencies, appropriate federal agencies, county agencies..." That's the
addition. "... and interested private individuals and organizations in the co-
ordination of the plans and policies for the development of air commerce and air
facilities." We feel that some of these amendments you may find well worthy of
consideration. We urge that you do so. We are continuing our study of the bill
and have been and will be monitoring comments today. We will be happy to appear
again at the next meeting and present the association's further suggestions and
comments to your Committee.

SENATOR SKEVIN: We appreciate your comprehensive remarks, Judge
Labrecque. I'm going to yield to your son-in-law, Senator Gagliano.

SENATOR GAGLIANO: Judge, would you, also in connection with the comments
that your group is going to make, address yourselves to the question of jurisdiction
over school buses and jurisdiction over taxicabs and various other forms of charter
buses and whether or not they should be in or out of the bill?

JUDGE LABRECQUE: We will be ready to answer that at the next hearing
when we appear.

SENATOR GAGLIANO: Furthermore, if you could come up with a recommendation
possibly along the lines of seeking out incentives - in other words let's presume
that the bill is in place and the authority exists - do you think it would be
appropriate to include language which would compel the authority to consider
incentives in connection with subsidies before actually going out to acquire
the particular company?

JUDGE LABRECQUE: We'll be ready for a comment on that.
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SENATOR SKEVIN: The representative from the Amalgamated Transit Union.
FRANK ARMENNANT E: Mr. Chairman, members of the Committee, my name
is Frank Armennante and I am a Vice President of the AFL-CIQ. I am appearing here
today on behalf of New Jersey State AFL-CIO, President Charles Marciante, as Secro-
tary-Treasurer, Edward Pulver, and the 750,000 members of this organization. On
behalf of the AFL-CIO I wish to express our support for the concept of the public
ownership of transit systems in New Jersey and, therefore, our support for S-3137.
Our support, however, is not unqualified. It is rather contingent upon the amend-
ment of this bill to include adequate safeguards to protect the substantial rights
and benefits of our workers currently covered by existing collective bargaining
agreements with the private companies. Any bill which fails to provide satisfactory
protection for our workers will not receive the support of the AFL-CIO or its
affiliated unions. We urge the Committee to give the utmost consideration to the
workersg' protection amendments submitted to you and further to the comments pro-
vided by Walter Bierwagen, the international Vice President of the ATU. Thank you
for your consideration and the opportunity to address you in this matter.
WALTER BIERWAGEN: Thank you, Mr. Chairman and members of the
Committee. My name is Walter Bierwagen. I appear here at the direction of
Daniel Maroney, International President of the Amalgamated Transit Union and at the
request of the officers and delegates of the New Jersey State Conference Board of
Amalgamated Transit Union locals. These locals represent other principal repre-
sentatives of the employees of Transport of New Jersey. Appearing here with me
today is James LaSala on my right also an ATU Vice President, and Frank Carroll,
State Business Agent and Chairman of the New Jersey State Conference Board. Also
with us is the International Union Representative of the Transport Workers Union.
Initially, I want to thank the members of the Committee on behalf of our 5,000
members residing in the State and working for the transit systems within the State,
for this opportunity to present our views and our concerns about S-3137, the
proposed New Jersey Transportation Act of 1979.

The Amalgamated Transit Union which I have the honor to serve as Inter-
national Vice President and legislative representative, is the principal and
dominant union in the inter-city bus and local tranit industries in the United
States and Canada as well as in New Jersey. Throughout most of our 87 years of
continuous existence, we have been a private enterprise oriented union, subject to
federal laws, protected in our right to bargain collectively, and to withhold our
services if circumstances required. Within our own union laws, however, we do
have a provision that requires our local unions to offer to settle our disputes
with our employers by final and binding arbitration. Only if the employer refuses
to arbitrate, do our laws permit a strike to be sanctioned. I mention this in order
to highlight this union's long standing and unique expression of concern for the
public interest. What I'm trying to say with these few historical facts is that
the Amalgamated Transit Union is an experienced, self-respecting, obviously law-
abiding institution - a microcosm of American democracy. Even though some of the
transit systems of our great cities, such as Boston, Chicago, Detroit, went public
very early on, the rest of the industry remained in private hands for most of the
years of our long history. We became, and remain strong advocates of the private
enterprise transit industry. Some time ago, in 1968 to be exact, we discovered to
our chagrin, however, that the private entrepreneurs within the transit industry
had for the most part jumped ship, even while they were urging us on to defend

them. We reassessed our position. We consulted with our friends in the labor
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movement. We studied very closely the experience of our city transit systems

under private enterprise and also the newly organized public transit systems.
Meanwhile, as citizens, we observed with alarm the ever increasing reliance on the
private vehicle for urban transportation needs. We saw the resulting pollution of
traffic on our streets. We could all see the gathering poisonous fumes being ex-
creted by these millions of internal combustion engines spewing over 80 million tons
of pollutants - poisonous pollutants - into our air annually. Throughout all of
this, we observed the steady erosion of our mass transit systems as the highly
subsidized private auto became the dominant vehicle providing the transportation
needs in our urban area. Mass transit ridership dropped sharply and consistently
to a very low point in 1970 - approximately 1/4 of its previous peak in the mid
forties. Employment in the industry followed the same pattern. The State of New
Jersey exemplifies this pattern by continuing it even to the present day. In 1973,
for instance, TNJ employment was 4,600. Today, it is 3,100. It is obvious from
this loss of 1,500 in the numbers of employees that service has been curtailed and
ridership substantially reduced, thus aggravating the problems of transit dependents
and further complicating the problem of air and traffic pollution and environmental
pollution. It is also obvious that this is contributing nothing to the national
effort towards energy conservation and to the need to reduce the balance of trade
deficit. It was clear to us that private enterprise had failed - miserably failed -
in performing its role in the transit industry. Together with our peers in the
labor movement as well as with millions of other citizens, civic leaders, public
authorities, we became convinced that mass transit had to be looked upon as a public
service necessary for the survival of our urban areas and a vital necessity for
millions of our citizens who had no other choice but to depend upon mass transit
systems in our urban areas. As has been pointed out many times in the public preas
within this State, mass transit under the so-~called private ownership and operation
in this State has continued to decline. It is no secret that private companies are
concerned with the profit line. We don't blame them. That is their principal
purpose - to make a profit. But, we think it is time to change that. We think it
is time that this State recognizes that a transit system must be concerned with
people rather than profit. We think that it is time that the State of New Jersey
looks to the example of other states and other cities where transit systems have
been integrated and regionalized, where such systems operate as public entities in
the public interest and operate efficiently and reliably. If the State does not

or will not recognize these necessities and if it allows the bus industry to remain
so severely fragmented and the service so inefficient and uncoordinated, nothing
will prevent the industry's ultimate collapse. We have noted in the public press
recently that some of the State legislators are concerned about the monetary costs
and the obligations if the State should take over the transit system. In these
days when inflationary costs are taking their toll, we can understand the reason
for this concern. As important as it is, the dollar cost cannot and must not
remain the sole criterion for the ultimate decision of whether or not to go public.
Failure to stop this erosion of our transit systems will force greater reliance on
the private auto. Such a course would be contrary to our national aspirations and
needs - witness the oncoming energy crunch and this nation's continuing increased
reliance on foreign oil imports. We all must surely want to do our share here in
New Jersey to help reduce this reliance on foreign imports - imports which bring
about increasing deficits in our balance of trade and thus contribute vastly to

inflationary pressures. It is at least a national hope - expression of hope -
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that oil foreign imports must be reduced by a minimum of 10%. If this is to happen,
we must develop efficient, improved, coordinated, and effective mass transit systems
so as to meet the ultimate transit needs of the citizens. We favor public ownership
of New Jersey Transport and of the other transit systems within the State. We favor
the coordination and the integration of these systems into a single, effective, co-
ordinated, efficient,public-owned mass transit system. We favor the elimination

of duplication of routes and services, the elimination of waste and inefficiency.

As presented, however, S$-3137 is not the proper vehicle for this purpose - as
presented. We find it contains a major defect. It does not contain appropriate
employee protection for those who are providing this essential public service, many
of whom have spent a life time in doing so. We cannot support and will, in fact,
oppose enactment of legislation that provides for public ownership, operation, and
control of the transit systems with inadequate or unacceptable protections for the
employces.

We have submitted for the consideration of this Committee appropriate
amendments to correct this defect within S-3137. We strongly urge you to include
these amendments within $-3137.  In proposing them, we are not asking this Senate
Committee or the New Jersey Legislature or the State to plow an ground. Twenty
four states have enacted similar levels of protection for transit employees of
publicly owned transit systems. This very Legislature - the New Jersey Legislature -~
has previously enacted protections for the transit employees in Mercer County and
Atlantic City. This Committee and this Legislature is not being called upon then
to try something new, something untested, or to plow new ground. The amendments we
have proposed to this Committee are included in the legislation enacted by the
Legislature of the State of Illinois a few years ago creating the most recent
regional transit system, a multi-county transportation system in northeast Illinois,
including Chicago's Cook County. The Northeastern Illinois Rapid Transit District
is operational and the employee protective provisions of that Act are effectively in
use.

In summary, the labor relations program we have submitted to you includes
employee protections required by federal law when federal funds are used. The
legislation provides for submission of disputes concerning these protections or any
other disputes to final and binding arbitration. It spells out with some precision
proposals that enable the Public Transit Corporation to establish and maintain a
system of pensions and retirement benefits for employees ineligible for enrollment
in the Public Employees Retirement System, provides for the continuation of cover-
age under the federal Social Security Act, the Federal Insurance Contributions Act,
and the federal. Railroad Retirement Act. It provides for written and signed labor
agreements and the assumption and obligation of all applicable labor agreements and
pension obligations of the employees of acquired transit systems. Further, it
provides that trust funds in existence and under the joint controls of acquired
transportation systems and the participating employees be transferred to the trust
funds to be established, maintained, and administered jointly by the corporation or
the transportation agency and the representatives of participating employees.
Further, it provides that all federal statutes applicable to railroad employees will
continue to be applicable to railroad employees affected as a result of corporation
acquisition and operation of the railroad. Disputes concerning displacement of
employees or rearrangement of the working forces are subject to submission to

final and binding arbitration by an impartial arbitrator. Under the proposed
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employee protection provisions, all labor disputes not resolved through negotiations
are subject to fact finding or in the alternative, to a board of arbitration. The
legislation includes a definition of the corporation's obligations concerning the
costs of rights, benefits, and protective provisions. Representation questions are
subject to resolution by an impartial arbitrator. It is our view that the Illinois
State Legislature has exercised wisdom in carefully expressing the legislative will
in these matters rather than to rely solely on administrative interpretation or
interpretations which may result in possible confrontation and costly litigation.
The Amalgamated Transit Union and the Transport Workers Union respectfully request
and urge the adoption of these provisions and inclusion in S-3137 and that this
Committee favorably report out the bill as thus amended and support and vote for
its enactment by the Senate of the State of New Jersey.

Just departing for a brief moment from my prepared text, I'd like to add
this footnote for the edification of the Committee. We believe our proposals for
a labor relations program are reasonable and are responsive to the lessons of past
experience. We understand that the administration, although in agreement with the
concept of employee protections, does question some of the specifics within our pro-
posed amendments. We are taking steps, with the cooperation of the DOT, to identify
those areas and seek to narrow and hopefully eliminate those differences. Again,
on behalf of the Amalgamated Transit Union we want to express our appreciation for
this opportunity to thus express our views on and concern for these important
legislative proposals. And, we thank you for listening.

SENATOR SKEVIN: We thank you for coming and we appreciate your remarks.

I understand that the unions feel that the existing federal statutes are not
adequate to protect your employees' status at this point.

MR. BIERWAGEN: This is correct, Senator. The bill as it is written does
continue the federal protections when federal funds are used but those protections
are absent in the event State funds or local funds are used.

SENATOR SKEVIN: Do you have any idea what the cost factor would be if we
extended the protections for your employees in their entirety?

MR. BIERWAGEN: Well, this is a difficult question to respond to because I
don't know what you refer to as cost. I might put it this way - I have asked at
previous hearings that the State Department of Transportation identify the costs
that it has expended as a result of the application of Section 13 (c), the federal
employee protections. I must tell you that they couldn't identify the first dollar
that was actually spent. Perhaps there is a cost in that there is a deterrent
on the part of the law to prohibit the administration from willfully and without
reason cutting wages and so forth. I would assume that anybody can operate a
system if you change the rules and do it more effectively, more efficiently. If
private transit must operate at a certain level and if the public operator comes in
and is permitted to operate at a different level of wage structures, surely it can
operate cheaper. Anybody could do that. It doesn't take a college graduate to be
able to operate a system that way. Over the country there are two or three reports
by the Department of Labor, the Government Accounting Office, by the University of
Wisconsin, I believe, and perhaps one other report in which they have been called
upon to try to identify these costs and to see what the furor is all about.
Generally the reports - even the GAO report - say there is more smoke than sub-
stance to all these charges. The identifiable costs amount to a few thousand
dollars throughout the whole country. I can't give you any more definitive answer
than that.
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SENATOR SKEVIN: Thank you Mr. Bierwagen. Frank Reilly of the Association
of Management Employees
FRANK B. REILLY, JR.: Thank you Mr. Chairman, my name is Frank
B. Reilly, Jr. I am a member of the law firm of Ozzard, Rizzolo, Klein, Mauro and
Savo of Somerville and I represent here today the Association of Management
Employees of Transport of New Jersey. Mr. Chairman, is submitted a written state-
ment this morning to Mr. Capalbo and I would request that this statement follow my
oral remarks in the record.

The Association of Management Employees of Transport of New Jersey is a
voluntary organization. It consists of 220 active employee management personnel
of Transport of New Jersey out of a total of 250 employees. We also have as members
a majority of the retired management employees of TNJ who are presently receiving
pension benefits under the Transport of New Jersey pension plan for non-union
employees. The organization was organized on an ad hoc basis primarily in response
to, in our view, the lack of adequate protection for pension, welfare benefits, and
employment assurances under the bill which today is under consideration. I would
like to stress that the organization is a voluntary organization. Members have
come to the organization with their concerns. I might add our concern here is a
grave concern for, in our judgment, a total disregard of certain basic guaranteed
rights which appear to have been ignored under the bill.

I would also like to emphasize that the views expressed by the association
are the views of the individual members of the association and are not in any
manner whatsoever to be construed as the views of Transport of New Jersey.

As a profile on our membership, active employee management members in the
association have on the average 20-25 years of active service with Transport of
New Jersey or its predecessors. Retired members who are presently receiving pension
benefits have on the average in excess of 30 years of service. As I indicated, our
concern here is for, in our judgment, a total disregard for protection of promised
pension benefits, welfare benefits and employment assurances. Based upon the years
of service of our members, this, in our view, represents an investment of careers
which at the end of the road is to be paid in the form of promised pension benefits.
Failure to provide adequate protection, in our judgment, will reduce these promised
benefits to nothing more than an illusory and empty promise.

We are also concerned that the issue of pension benefits has been taken as
a leverage factor and used not only by the Department - as indicated this morning-
is being used, in our judgment, as a lever perhaps to force a public takeover. We
submit that an issue of this magnitude and of concern which affects individuals and
promised pension benefits should not be reduced to political expediency.

I would also like to note that our primary obligation, again, is inadequate
protection for pension benefits. And, in this regard, I think the Committee and
the public should be aware of the facts as was requested this morning. One - we are
dealing here with 550 individuals who are participants under the Transport of New
Jersey pension plan for non-union employees. Under this plan there is presently an
unfunded accrued liability in excess of $13 and a half million. In addition, the
present value of vested benefits under this plan is presently in excess of $11 and
a half million. Finally, the fair market value of the plan assets are less than
$400,000. Our concern here is who will guarantee payment of pension benefits, who
will provide funding in the future to pay pensions? Who will assume this obligation

in the event of a public takeover? I think the Committee should also be aware, in
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an attempt to determine the facts of this matter, of certain basic legal rights
which are germane to the matter here.

Basically, the first area I would like to discuss is the application of
the Employee Retirement Income Security Act of 1974 more popularly known as ERISA.
As most of you are aware, this historic legislation was enacted on Labor Day 1974
and represents a sweeping protective measure to protect private pensioneers, private
pension plans. One of the requirements of ERISA is an obligation upon an employer
to satisfy minimum funding requirements. Under the Transport of New Jersey plan,
this plan was a pay-as-you-go plan, namely, benefits - retirement benefits - were
paid from current operating revenues. There was no funding. Effective March 1, 1976
the plan was obligated to recognize a past service liability of $13 and a half
million which it is obligated to amortize over a 40 year period. The plan is
presently meeting this requirement albeit in the form perhaps of a portion of the
subsidy payments which are presently being received. In addition, under ERISA, to
the extent there are vested benefits under the plan, ERISA would prohibit a forfei-
ture of vested benefits. In our situation, with respect to management employees,
retired management personnel, these vested benefits today amount to $11 and a half
million. ERISA also requires a detailed procedure concerning plan termination
insurance. This procedure was put in to ERISA after a great deal of Congressional
study, hearings which looked into abuses in this area, most notably the Studebaker
acquisition and curtailment, and basically it provides a system whereby a public
agency, namely the Pension Benefit Guarantee Corporation, will insure certain
guaranteed benefits in the event of a plan failure. 1In such event the Pension
Benefit Guarantee Corporation will look for reimbursement back to the plan employer.
Under our situation, we are concerned with the procedures, perhaps, on a public
takeover, query, whether a plan termination will result, if so, perhaps the pro-
cedures and statutory requirements which would be applicable here. Precisely, we're
concerned with the procedures on mergers and reorganizations and also, perhaps, on
an asset sale where the proposed Transit Corporation, perhaps, may not have the
ability or the financial capability to assume the liabilities of the plan and act
as a successor employer.

In addition to ERISA rights, I think the Committee should be aware of the
1972 agreement which has been reported to the press between Public Service Electric
and Gas, the parent of Transport of New Jersey,Aand Transport of New Jersey whereby
Public Service agreed at that time to assume a $76 million unfunded liability under
all TNJ"pension plans including the management pension plan. I might add, under
this agreement, there is a provision concerning a public takeover of Transport of
New Jersey by means of eminent domain. As pointed out this morning, there is a
Constitutional issue here as to the application of a taking by eminent domain and
I suggest that this is an item that certainly has a bearing on the rights of the
members of our association pursuant to this 1972 agreement. We are also concerned,
in the bill, with the eminent domain authority that perhaps this may be used as a
lever, in effect, to force a public takeover of TNJ during the legislative delibera-
tions. We do not feel this is an intelligent approach to the problem and we think
the matter requires a great deal of deliberation and a great deal of study. Further,
in that our members, namely active management employees and retirees, have certainly
a vested benefit in this matter, it would appear to us as a legal matter that as a
condition to any takeover that their consent may perhaps be required with respect
to the treatment of the existing pension plan. To leave this matter to the negoti-

ation process after legislation is enacted would, in our judgment, lead to un-
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necessary legal implications, unnecessary costs, perhaps protracted litigation and
unnecessary results. Again, I think, caution is needed. Hindsight has shown, in
a transit takeover situation involving the city of Portland where this issue was
left to the negotiation process, that there was not an agreement and unfortunately,
it resulted in protracted litigation, unnecessary expense to the city, and lost
benefits to certain employees.

We are also concerned with respect to certain legal and constitutional issues
which, in our judgment, have not heretofore been considered. Primary of these
considerations is the possibility of rights which presently exist to participants
under the plan, under ERISA, which conceivably could be forfeited in the event of
a public takeover and assumption of the existing plan by the proposed Transit
Corporation. As you may be aware, these rights include rights to vesting, minimum
funding, certain fiduciary-type obligations which generate into rights to employees.
In our judgment, if the plan were to be taken over by the proposed corporation, in
effect, the plan has become a governmental plan and as such is expressly exempted
from ERISA. To cause this result by means of State legislation and cause a forfeiture
of federally granted rights, in our judgment, raises serious constitutional questions
and certainly ought to be addressed by the Committee before further action on this
bill.

Our other constitutional concern is with the financial ability of the pro-
posed corporation to assume the plan, if this course of action is taken, in our
judgment, this would also generate a constitutional problem - a New Jersey consti-
tutional problem. Assuming this is not possible, then we are faced with the problem
of who will guarantee this unfunded liability? Who will meet this promise to pay
pension benefits? On this note we are also concerned that a study has not been
performed to date to analyze the various options which are available in the event
of a public takeover. The form and structure of the acquisition process with
respect to the plan and its liabilities may be crucial with respect to the various
options which are available. For example, it may be possible, assuming proper
guarantees are provided up front, whereby the existing plan, in effect, can be
frozen whereby accrued benefits are properly guaranteed and then active management

- personnel covered under the plan, perhaps become eligible under the State administered
pension program. This, however, requires a great deal of thought and also a great
deal of planning with respect to other alternatives. Each one of these have
different consequences. It may be possible, for example, to avoid the plan termina-
tion sanctions where they are otherwise not appropriate. This certainly would have
a bearing on the timing, perhaps, of liabilities that may be triggered and certainly
alternative methods of accomplishing our hope-to-achieved result.

Another area under the bill which causes us great concern is the provision
which states that salaried employees of the proposed corporation will become
eligible under the pension system maintained by the State of New Jersey. As drafted,
the bill leaves many many questions unanswered - certainly very important questions.
These have to do with, for example, vesting, ability to make up contributions, parody
of benefits in comparison to the existing plan, years of service for accruing bene-
fits, portability of benefits in the event the prior plan is being terminated, and
so forth. 1In our judgment, this issue likewise requires further deliberation,
certainly the input from the Department of Pensions, and certainly, perhaps, an
actuarial study.

We are likewise concerned with the bill in that there is a total lack of

provisions concerning eligibility for welfare benefits and welfare bencfits which
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are presently made available not only to active employees but more importantly,
pensioneers. The bill is totally silent on this point and,in our judgment, this
matter needs to be addressed. Again, further study is required, cost estimates
ought to be obtained, and again, the input from the Division of Pensions would
appear necessary.

We are also alarmed by the fact that the bill does not address the neces-
sary protections required by Section 13(c) of the Urban Mass Transport Act of 1964.
We are concerned that there is no indication in the bill that these protections
which are required as a matter of federal law for purposes of federal funding will
apply to all employees. It is our understanding this is how the Department of
Labor will administer and has administered these provisions. And, any attempt
to follow the approach taken in the enabling legislation with Mercer County Metro
whereby management employees were excepted from these required protections will be
vigorously and strongly opposed.

And on this subject, we are also concerned with the failure to address
employment assurances for management personnel of Transport of New Jersey. Indeed,
the stated purpose of this legislation is to attract qualified professional transit
people to operate a public system. I submit to the Committee and to the public
that we know of no better pool of managers within the State of New Jersey than
those that are presently employed by Transport of New Nersey. To ignore this pool
of qualified managers, to fail to guarantee them jobs in the event of a public
takeover, we think is a gross error, an oversight.

As indicated, all of the above issues, in our judgment, have not been ex-
plored in detail prior to the drafting of this bill nor, in our judgment, in the
preparation of the four reports which were mentioned this morning by the Department
of Transportation. We feel that continued review and deliberation of these matters
is necessary in order to avoid future hardships and disadvantages to existing
management personnel and retirees under Transport of New Jersey. I might note in
this regard, we are not dealing with equipment, buses, tangible assets, we're
dealing with people. We're dealing with their investment which is represented in
years of service and promised pension benefits. I submit that this is an area
where we ought to proceed with prudence.

Taking up Mr. Chairman's remarks this morning with respect to the report
of the Governor's Commission on Budget Priorities, I quote from page 8 of the
summary thereof, "A takeover by a state would be irrevocable and once taken, if not
done with proper research and deliberation, could become a mistake of incapable
correction." Again, what could be done here which would be irrevocable is, perhaps,
lost benefits, welfare pension benefits, and again, opportunities for employment.
The results here can be harsh. They will be damaging. And, I submit, again, they
have not been adequately explored.

We request the Committee and we also request the Department to allow us to
assist in further deliberation on this subject. We make ourselves available to
provide any input or information which may be appropriate and we also request the
Committee to allow us to come back to make additional testimony or, perhaps, informa-
tion which may be helpful with your deliberations.

I might add in conclusion, the association through its members, namely,
active management and retirees under Transport of New Jersey do not take a position
on the concept of a public takeover. We feel at this point our immediate concern

is protection for pension welfare benefits and assurances of employment.
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Mr. Chairman, on behalf of every'member of the association, we thank you
for giving us this opportunity to present our views.

SENATOR SKEVIN: Mr. Reilly, on behalf of the Committee we certainly
appreciate your comprehensive and excellent comments and statement. We certainly
welcome your input and we will welcome your further participation on this very
important bill. I want to compliment you on your presentation even though it's the
last one of the day. The dimming of the lights is no reflection on your comments.

I noticed with great admiration that you presented your clients' case with very, very
few references to your notes. I think you are the only witness today who didn't
read his statement so I appreciate very much your presentation.

MR. REILLY: You are welcome, Mr. Chairman. We were trying the save the
best for last.

SENATOR SKEVIN: This will be the conclusion of the first part of our
hearings. We will continue next Wednesday, April 4th for additional public hearings.

Then, thereafter there will be further public hearings to be announced. Thank you.

(Hearing concluded)

62



; . epap S am YD -
EOLOTSO L@ LLSLUSE i« L/KTa
N oy ~ - ¥ - = : o .
Goveroor of wew Jevaey LG
# !
e = T
Stats Wouse
e i
Tronton, Jew Jegsey 03525
C Dear Sovaraor bBycues
"‘ . ) 9 Y o~ ey et
Thark you for your cocent letter wirh rejasd o the Ralilnere
Wosvopoittas Transis Syxtea.
" R + - ey Sy T Npeo n =
Tae State of de 7.-.;’.83 TOOK OVer tac PTIVATE LTADNSLE SyoCll ov
e o ST - - ~ " - O, SR T ~ ey A ORI,
- gaa Zalddmore avea oz Apzil 320, 1970. The Jtate cepleyed o camaleolent sompaay
. . et P — fo s mem, zeven T e g - N L
o sunerviga the rakeover ang 0 GGnEIS Lo speratiun subsaquend fo $hil cadle.
-~ R S . . ) o
The former privace opersfor had expericacsd @ olaidy dosveasns
in passongess for wmany vears aad there had beea 8 aerics of stullies avd gon~
U - . - ey 2y [N () N RN DT
Citwing lagor wnTest, Lu geveral, the pubide wss disilivsiomed wilh Lhae feans-
fe e A~  mpam e o - L3 A
iC syatem and unsure of lig pilix VO

2 the flvsts Full year of operatiom uvader Stade contonl Whovs u.o
ga imcvense of oue peresnt im ridershis and an additlocal thraa peveeal dnccas.e
In ths sedend yoar, These vare furcher ineresses eash veav wanil the fovos wano
ZOncs woile 3 w 576

- e N [ z

~ NOSUIN cpem S
[ESGYSS Ol Lnd 22 &\.‘.u".‘.&‘-;‘l":‘ 2 RN SRV
i

<

= - e B PR - " B Com T e
ai had expived sad an spresmeni U2s QOrHed Sut With ha union
3 —— <t
EX
z-\
&

£
o Ty Ny~ E. v, e
LaSQOYETy iig a.n o5 hed coatluauing

- . - e PPN SR - > - N - T A e A n A LT S LT
e $le O e CESEIWET IR 1976 che lolor coulract woioln van
Y .

arbiceaie a new labor contwact. Since the s ~a
S - o - e o™ lre= 2t - ot P oy 3 -~

1a90r peace 4ad has sucoersiuily negotizied or arbitvated ton comizacis Wich Loz
| S JVp, eyt e a4 . Y ’

thipe LZigns TopTesented om dhe JUoRerlY.

1xX




AYa

Y

AN s e
PO VIFNL S VS RN

s

NnomTea T
wilae

Suloan

a8

-

wh oo

o

-

UGy U

o
-

e

<eLbin

_.‘.7'

aa

in 1576-1977, a

>
. ~ i [P | 'y
. ‘) I rd 1 3
A > “t . o
S eoa LY I RS B RSl D | J
-4 9 [ | vy v R3S (DA BN | <1
4] 3 ozt it 4 oret w 4 v *d
oy +3 SNt ed Dot ot N LIRS | “
AN IR o P o ceoard ol WA 2
N LS| PPN 2] 5] o i3
] S AR Iy | - .,.m o] ) g o ™
ryoon e oy SR | o
1y SIS BV I ) =t ot S B p 154
(IS | Ea R B R & IS o — vy o 2 34
(AT ot 1) oo B S A ) > ] sl
[ IS N N & — T e 3] D ]
a0 (VRN PR ne e o2y LA B IR 6 >
Ly o N N, QD [ IS I B | 2 owd L e 4
S S o ] G EIYIRE L ) IS 1]
v e 9] 7 mon Al ocg ) Qe Nx 15 42 %2R BN | k=]
2 0 et b [ ] 14 WMo R [» I IR B 4 2
CEE I T B | (S oYy 4 : u Eet BT B Da?)
11ory a2y o TENE ] t.w G Ty ~o u n 3
RN SRS ooy 3 o1 (S BSR4 s 3 o )
] Nt 0 12 My i3 1300 ".u oo ta g (ke h¥]
[F IR BFa | e d ~d X | i IR .w 1o ) ry T} .b n £
N I S RS R | 13 [ TE) B te 32t M B >N
[ Y| IS BRI A T | vd M w4 e 2] 1 S 1% e 1
Qo fd te 3 -l MU TR F R Y] = 3 YUed 3 IR I E I | - J A
I R -3 A R o4 sd > 3N 9 nd oAl 2 ! 2]
_hmg 1 aud NSNS I LI R~ e ~1 s 1) 4 2 R i#
[k IRV w3 [ m | 8] by o 1 oed 20T e ud Y —~ r) i3
ORI 4 v w ) ¢ a0k g 2 4 >
4 @ s vl L IR VRS I/ | T 23 a pe ) n..-R,ﬂ ; ] s .&
Co T B < IS I o B = o 42 P U oy o} (¥ hY) Rt 7o)
R RPN 2 4 2 -3 7 oad W 1
5] P ~3 42 % 2 U AR ] ~ 5
w3 44 4 Sl ug o o 2 S o 2 ] N3 s i ; ~
YRR I s B P e Q2 2 us aed 1) S 4 N Y] .m [ [
KEERP] s D if )W 43 v i v 12 He 13 oA _u o=
P e vy 4 %3 t4 wu [ Py | he g 13 10 S J
Wity e {2 W SIS B I ~ Vi ] n) nd DY f2 11 31 i &
> B - B SR s | 14 LS S~/ U Sx_,t 44
Apadl “HOAR FEGL M, 2749 3
v L4 £ BNy Ad 1% < P
..ﬂ W. a3 ey m Selg W2 13 LE RS 7] 0] mdx oad ¢
, md 3 Ve 12 3 Yo e [E SV | (>
L YO I o N o I Y I S 7 9 W
a HryR e g 3 D e N gEydd m
ey 3 1D 3 Non m G, Y T ] Q & iv g 73 R~
[ B> B~ B PR R B N ) 1 Vu 1ha et [E R R0 BN X1 t]
{ U - P 4 e KO IS B/ BT - o Q1 ed Y
v} _m e pd Y Uy AT Y RS -V B m wd QoD red
[ZF >R B Y R LI B T 3 [V VYERY, ] ¢ g ™ »m
2 HE g 5 R RIE 35 ore ‘
Iz 57 S < S Y 4 “3 It B AR X ] w4 L]
>0 R W ny U vl U e BEEE IS -1 i = 13
Rt 4 % 03 e~ 1 ) 4 M A @y w
TeS g AL PEAUTE 45T ae 2
3 < + T . h P 4 ¥ b -
LSRR B u =N m. o o R AR Y & oW & oQ
o rkoed 0 S8 8 D 12 %3 =W 1b e Y Mo W 1 Yoy 4] I N
T I Y IR IR G R - D EM AU S O fu-d o £ 5
W R AT T o RIS : Mol 7] N -
—~ 3 e 3 %) I3 nd ol D e s SRR S @A N -
= ] @ o4 D H 4B [ e mm [ ] e
SRRV NN B S R S A R 3 B -
2wl 4 MmRdails e w4 3 e P L ¢;@
4 Q4 oot B4 QG I LA A (SIS
cpug S ad 4 U D a m o ud tg 4 52
2 fa a m IERN- [+ A o W 1« 3 o & ]
LI B TS [ I s ©d O Mt T FEC TR BT
e oot N 4 Do ta b B IR B S E o9 J 1
..»% :3 [ ..u 23 i3 r3 g b 090 1 3n3 i
SIS B VA | e 43 .08 'y SR YRR 0y s RERT R
u id rg «u 5 _H. A KN [} [»] [ ﬁv 3& b w4 1] .,C N!o
LS B REIE S 17 g R I R R Ay
J 3 [N ~ T2 T3 M)Ay » o Br B BOR RENE RS e > e
R I I e 4u DN Wom LS S BEP IS GRS ooy d
> A B oy [ B 4t A 1J e 2 e Ll ‘J
1200 o @ B B2 e 2f Ry O e b B e St B B Y D L,C A
R 2 Ay 410l R " R Y]



T A N

Submitted by Steven Pico

APPENDIX A

Potential Petroleum Energy Savings as a Result of Increased Bug Ridership due
to Public Transit Corporation

Bug ridership in Rew Jersey is estimated to be approximately 640,000 pas-
sengers/day. As bus ridership increased nationwide at 3 rate of 4.3 percent, it
is fair to assume that an efficient public transit corperation would increase bus
ridership anyvhere from 5-10 percent annually. The potential additional bus

ridership is shown in Table 1 below.

Table 1 - Poteptial Additional Bus Ridership

Current Average Rapge of Increase Net Increase
Bus Passengers ' In Bus Ridership
Per Day

5% 10% 5% 10%
640,000 672,000 704,000 32,000 64,000

The assumption is then made that this increase In bus ridership is io-
versely related to a decline in auto usage. Using an average auto scoupancy
value of 1.4 persons per vehicle, the potential mumber of autemebiles that would
be removed from the road is shown in Table 2 below. We are assumiag that none
of these new riders are switching from another ;nergy saving wode, such as

car-van/peel, commuter rail, etc.




Table 2 - Estimate of Fumber of Autemrbiles Reduced for Commutaticn a2s a Result
of Increases in Bus Passenger Ridership

/ . \

Poteatial Fumber Average Commuter * Potential Number
of Increased Bus Auto Occupancy Value of Automobiles
Riders/Dav Reduced from Commuting/Dav
32,000 1.4 : 22,857
- =

64,000 1.4 45,714

*{Source: Nationwide Personal Transportation Study. Report No. 1, Automcbile
Qccupancy, US DOT, FHWA, April, 1972)

A potential range of automobile passenger miles of travel reduction is
estimated in Table 3 below. It is based on the assumption of an average commuts~

tion work trip of 9-11 miles.

Table 3 - Estimated Reduction in Automotive Passenger/Comgruter Milee of Travel ﬁy
(in Passenger/Commuter Miles of Travel) :

Average Length of Range of Automobiles Reduced 5&
Commutation Trip as 3 Result of Increased Bus Ridership '
(miles) 22,857 45,714

9 205,713 411,426

10 228,570 457,140

11 251,427 502,854

{Source: Natiouwide FPersonal Tramsportation Study: Report No. 7, Household Travel @;
in the United States, US DOT, FEWA, December, 1972)

- 4x’



Table 4 - Conversion of Yassenger niles ot irevel Saved o #1u’s baveg

»
%

Range Estimated Passenger Perroleum Energy Potential Savings in
¥iles of Travel Saved %eguirement for an BTU’s {(in Billioms)
by Auto Average Auto (BTU's)

205,713 o ' 1,703,303.6

5 percent 228,570 1,892,559.6

e 251,427 B280% 2,081, 815.5
411,426 3,6406,607.2

10 percent 457,140 . 3,785,119.2
502,854 4,163,631.1

*This is expressed in terms of podal energy. Modal energy is a combination of
line~haul energy and the energy used in gaining access to a particular mode, ad-
justed for the circufty of the trip relative to the same trip msde by automcbile

and mecasured in BTU's per passenger-mile of travel.

(Source: Transit Enerev Usage Assescment System Design Conceptsz, Inc., Dec. 1978.

Prepared for the Urban Mass Tramsportation Administration)

Table 5 - Potential BIU Energy Ssviangs Converted to Gallons of Gasoline

Potential Energy BTU's Per . .Potential Energy Savings
Savings in BTU's/Day Gallon of Gasolize in Gallons of Gasoline/
Day

1,703,303.5 13,626

1,852,552.6 ’ o 15,140

2,081,815.5 ‘ 125,000 15,655

3,406,607.2 27,253

3,785’1}\9'2 - . 303281

4,163,621.1 33,309
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County Transportation Association

of New Jersey

Public Transportation Is A Public Necessity And Has Become A Public Responsibility

Arthur L. Reuben
Chairman

Somerset County
Administration Bldg.
Somerville NJ 08876
201: 725-4700

Frank E. Tilley

Vice cChairman

Bergen County

Board of Transportation
29 Linden Street
Hackensack NJ 07601
201: €46-2855

John ?. Hoschek
Secretary

Gloucester County
Transportation Program
N. Delsea Drive
Clayton NJ 08312

609: 881-1200

RESOLUT10ON

WHEREAS, for almost a decade the State of New Jersey
has been financially assisting a deteriorating bus service
at costs that have been increasing by quantum leaps; and

WHEREAS, the present system of financially assisting
private bus companies has proven unproductive both in route
operations and in attracting ridership when compared with the
rest of the country; and

WHEREAS, there exists an urgency to conserve energy,
reduce traffic congestion and traffic fatalities, improve the
quality of life in the State of New Jersey, and in particular,
in our urban areas; and

WHEREAS, there is a critical need for the State of
New Jersey to execise quality controls over the expenditure
of government funds for transit;

THEREFORE, BE IT RESOLVED, that the County Transportation
Association of New Jersecy cendorses the major thrust of the '"New
Jersey Public Transportation Act of 1979" creating a public
transit corporation, subject to the suggestions of the County
Transportation Association of New Jersey, which will follow; and

BE IT FURTHER RESOLVED, that this legislation be amended
to create an official Review Board, which may have subcommittees
representing the various operating districts of the Corporation
to be composed of a de81gnee of the Governing Body of each
county; and

BE IT FURTHER RESOLVED, that the Review Board shall have
the obligation to preview and review the actions of the public
transportation corporation; and

BE IT FURTHER RESOLVED,
be sent to the Commissioner of Transportation.

that a copy of this resolution
all state Legis-

Passed: Unanimous
March 15, 1979
Newark, N.J.

ohn P. Hoschek, Secretary

lators, and the Governor.
/%/Wééfng/é/
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LABOR RELATIGNS FROVISGIGLS TGO BD ATTACHED TO
THE "NLEW JUERSEY PUBLIC TRANSPORTATION

‘New_Scctions

Séction~13A [Poliéy With Respect to Protective

Arrangerents, Coiléctive Bargaining'anﬁ Labor Relations.]
.It is the intent of this Act that:

(a) The Corpofation shall insure that every.employée
of thé'Corporati;n and‘ever? em@loyée of any other public
or private entity pro&idingvipublic tganéportation se?vices

. under thisbAct ("transportaticn agency") shall receive
fair and equitable protection against actions of the
Corporation which shall not be lesﬁ than those established
éursuant to Section 13(c) of the Urban Mass Transporta-
tion Aét of l§64, as amended (49 U.S.C. Seé. 1609(c)),
and Section 4Q5(b5 of thé Rail'Passenge? Service Act of
1970, as amended (45 U.S.C. Sec. 565(b)), and as prescribed

'
by the United States Secretary of Labor thereunder, at

the time of the protective agreement or arbitration deci-
/ .

’
.

sionsproviding protection.
{b) Notwithstanaing the proyisions of any law to
the contraﬁy,lghefe shaii be no limitation on freedon éf
association among empléyeés of the Corporation or trans-
porxtation agency nof aﬁy denial of the right of employees
to join or support a labor o;ganization'and to bargain
collectively through representatives of their own choosing.
tc) The Corporation or tfagsportdtién agency ané the
duly accredited rgpresentativcs of employees shall ﬂave'
tie obligation to bargain colléEtively in good faith,
and the Corporati@nAur transportation agenc& shall have the
power and duty to enter into written coilective bargaining

cgrecwents with such representatives.

7X



Section 13B [ Employece Protaction.]

(a) The Corporation shall insure that every employece
of the Corporation and gf transportation agcencies shall
receive fair and cquitable protection against actions
of the Corporation which shall not be less than thosce
e:;L:abli:;l'x(:d pursuant o Section 1-3((:) of the Urban Maga
fransportation Act of-1964, as amended (49 U.S.C. Sec. 1609
(c)), and Section 405(b) of the Rail Passenger Service Act
of 1570, as amendoa 145 U.S5.C. Sec. 565(b)), and ﬁs pres-—
cribed by the United States S;cretary of Lgbor thereunder,
at the ﬁime of the.protective agreement or arbitration de-
cision providing protection.

(b) The Corporation shall negotiate or arrange for
the negotiation of such fair and equitable employece arrange-
ments with the employees, througﬂ thelr accredited represen-
tatives authorized to act for them. If agreement cannot be
rcached on the terms of such protéctive arrangement, any
‘pafty may submit any.matter in dispute to arbitrat;on. In

/ : : | :
sﬁéh arbi?ration, each party shall havg the right to select
non—voting'arbitrétioﬁ board membegz. The impartial arbi-
“trator will 5@ selected by the Americag Arbitfatién Associa-
tion and apéointed from a'currengilisting of the membership’

of the National Academy of Arbitrators, upon request of
any party. The impartial arbitrator's decisioﬂ shall be
final and binding on all parties. Each party shall pay
an equal proportionate share of the impartial arbitrator's
fees and expenses.

(c) FérApurposes of Sections 13A through 13G: “actions
of the Corporation® include its acquisition and operation
of public transportation facilities and services, the

execution of purchase of service agreements and other
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contracts made undexr this Act for the operation of public
transportalbion facilities and services, whether competitively
bid, or otherwise, zmdl the coordin:\t lon, reorganization,
combining, leasing, murginq of operations oo the expansion
or curtailment of public transpottation service or facilities
by the Corpération, but docs.not include « failure or re- ~
stal to enter into a purchasc of service agreement or

other contract.

Section 13C [ Employee bensiéné.]

The Corporation may éstabiish‘and maintain systems
of pensions and fctiremcnt benefits for such employees
of the Corpo;ation as may be ineligible for enrollment
“in the Public Employees’ Retiremeﬁt System;- may fix the
'classifications therein; ﬁay take such steps as may be
nécesééry to provide that.persons eligible for admission
to such pension systems‘as.eméloyees of the Corporation or
~of any transportation agency whose operations aré financed
i{fvﬁmﬂc or in part by the Corporation, shall retain eligi~'

/ ,

iility for admission to or continued coverage and pa;tici—
pation under Title II of the federal Social Security Act,
. as amended, and the related-provisions of the Federal
Insurance.Contributions Act, aé amended, or the federal
Réilroad Reti;e@ent Aét, as amended, and the related pro-
visions of tﬁeLRéilroad Retirement Tax Act, as amended,
" as the case may be; and may provide in connection
with such pension systems, a system of benefits payable‘
to the beneficiaries and dependents of aﬁy participant
in such pension s stéms after the death of such pgrtici"
pant (whether accidental or ogherwise, whether océurring

in the actual performance of duty or otherwise, or both)

subject to such exceptions, conditions, restrictions and
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Page 4

classifications as may be provided by the Corporaticn.
Such pension systoas shilll e financed or funded by

such meoans and in such manner as may bo dotermined by

the Corporation to be economically feasible.

Section 13D [ Labor Contracts.]

" (2)Notwithstanding the provisions of any law to the
coﬁtrary, the Corporation shall deal with and enter into
written tontracts.wiﬁh emplﬁyees of the Corporation, through
accredited representatives of such emplo?ees authorized
to act for such employees concern;ng wages, sdlaries,
hours, working éonditions, and pension or retirement
provisions. Nothing in this Act shall be construed, however,
to pormit hours of labor in excess of fhone prohibited by
law or to permit working conditions prohibited by law.

~{b) Whenecver thevCorpora§ion acquires thé public
trénsportation facilities of a transportaﬁion agency,
either in procéeding by eminent domain or ccherwise, and

J :
operates such facilities either directly or by contract
/ .
ﬁith a trarigsportation agency, 2ll employees actively engaged
in the operation thcrecof sﬁall be transferred to, and
éppointed és empioyees of thé éorporation or traﬁspéftation
agency, subject to all the rights and benefits of Sections‘
1324 through 13@, and the Corporation or transportation
agency shall assume and observe ail applicable labor con-
traéts and pension dbligatiéns. These employees shall be

given senlority credit and sick leave, vacation, insurance,

and pension credits in accordance with the records or labor
agreements from the acquired transportation system. VMembers
and bencficiaries of any pension or retirement system or
other benefits established by the acquired transportation

system shall continue to have rights, privileges, benefits,
10X



obligations and status with respzct to such established
system. Tha Corporation ou transporiation ajgency shall
assume the obligations of any transportation systenm
acquived by it with regacd to wages, satavies, hours,
working conditions, siék leave, health and welfare and
pégsion or retirement provisions.for these employerns.
éﬁc Corporation or transportdtion agency and the employees,
through theif representatives for collective bargaininé

purposes, shall take whatever action may be necessary to

_have pension trust funds presently under the jpint control

of such acquired transportation system and the participa-
ting employecs through their representatives transferred

to the trust funds to be established, maintained, and

“administered jointly by the Corporation or transportation

/.,

agency and the participating employees through their
fepresentativeé. |

(c) wWhenever the Corporation shall take any of the
actions specified in Section 13B, subsection (c), it shall
dd,so only atter meeting the requirements of Section 13B,
subsection (b), and in addition, whenever the Corporation
shall acquire and operate the public transportation faci-
lities of a transportation agency.engagcd'in‘the transporta-
tién of persoﬁs or freight by railroad, it shall do so
only iq sﬁhh mannex as to insure the continued applica-—
bility to the railroad employees affected thereby of the
provisions of all federal statutes then applicable to them
and a continuation of their ekishiﬁg collective barcaining
agrecements until the provisions of said agreements can be
re-negotiated by representativéé of the Corporation and

the representatives of said employees duly designated as

puch pursuant to the terms and provisions of the Railway
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Labor Act, as awended (45 U.5.C. 151 et seq.); provided,
however, that nothing in this subsecction shall prevent

the abandonmont of such facilities, or the discontinuance
of such oporations pursuwant to applicoble law, or the sub-
ptitution of othor oprrations or facilitics for such
operalions or facilities, whether by wevgern, consolidat ion,
éobrdinution or otherwvise. In the event néw or supplemoental
operations or facilities are substituted therefor, the
provisions of Section 13E éhall be applicable, and all
questiéns concerning the selection of fogcés to perform
the work of s@ch new or supplemental facilities or opera-
tions, and whelther the Corporation shall be required to
ingsure the continued applicability of the federal statutes
applicable to such employees “shall be negotiated and,

if neééssary, arbitrate ; in accordance with the procedures

set forth in Section 13E.

. Section 13E [ Labor Relations Proccdures. ]

/) ' (a) Whenever the Corporation proposes to ope rate

/
4 .

6r to enter into a contract to opcratg.any hew public
transportation facility or service which may result in the
displacement of employees or the rearrangement of the
wo;king forces of the Corporatiog or of any -transportation
agency, the Corporation shall give at least 90 days® written
notice of such proposed operations to ?he representaﬁivcs
of the employees affécted and the Corporation shall pfovide
for the selectién of forces to perforﬁ the work of that
facility ér service on the basis of agreement between the
Corpofation and the representatives of such employees. 1In
the event of failure to agrccj the dispute may be submitted
by the Corporation or by any representative of the employees

affected to final and binding arbitration by an impartial

12x



arbitrator to be selected by the American Arbitration
Association from a current listing of arbitrators of the
lNational Academy of Arbitrators.

(b) "In case of any labor dispute not otherwise govcrncd_
by this Act, by the New Jersey Employer-Employee Relations
Acg, by the iubor Managoement Relafions Act, as amended,
éhe Réilway Labor Act, as amended, or by impasse resolu-
tion provisions in a collective bargaining ér protective
" agreement- involving tﬁe Corporation or ény transportaéion

agency financed in whole or in part by the Corporation
_and the employeesnéf the Corporation or of any’such trans-
éortation agency, which is not settled by the parties thereta
within- 30 days from the date of commencement of negotiétions,
either party may request the assistance of a mediator appointec
by eithef the State or Federal Mediation and Conciliation
Service, who shall seek to resolve the dispute. In the

event that the dispute is not resolved by mediation within
‘a.feasonable period, the mediator shall certify to the parties
tﬁ;t an impasse exists. Upon receipt of the mediator's
certification, any party to the dispute may, within 7 days,
submit the dispute to a fact finder who shéll be seleqted

by the parties pursuant to the rules of the American Arbi-
‘tration Assoéiation from.a current listing of members of .
.the National Academy of Arbitrators supplied by the AAA.

The fact finder shall havg the duty to hold hearings, or
otherwise take evidence from the parties under such other
arrangements as they may agree., Upon completion of the
parties' subﬁissions, the fact finder shall have the power

to issue and make public findinés and recommendations,’ or

to refer the dispute back to the parties for such other

13x



the parties do not reach agreement after the issuance of

the fact finder's report and recommendations, or in cuases
where neither party roguests fact finding, the Cozporation

or transportation agency shall offer to submit the dispute

to arbitration by a board composed of 3 persons, one appointed
by the Corporation or transportation agency, one appointed
by’the labor organization reprcsoﬁting the employees, and

; third member to be égreed'upon 5y theAlabor organization

and the Corporation or transpbrtatioh agency. The member

agreed upon by the labor organization and the Corporation

6r transportation'agency shall act as chairman of the bgard.
The determination éf the majority of the board of arbitrat;on
thus established shall be final and binding on all matters

in dispute; all contract conditions shall remain undisturbed
and there shall be no lockouts, strikes, walkouts, or inter-
ference with or interruption of service during the arbitration

proceeding. If, after a period of 10 days from the date

of the appointment of the two arbitrators representing

the Corporation or transportation .agency and the labor
/ .

ofganization, the third arbitrator has_not been selected,
then either arbitrator may request the Bmerican Arbitration
Association to furnish from a current listing of the ﬁem—
bership of the ﬁational Academy 6% Arbitrators the names
of 7 such members of the National Academy from which the
ird arbitrator shall be selec?ed. The arbitrators
appointed by the Corporation or transportation agency

and the labor organization, ?romptly after the receipt

" of such list, shall determine by lot the order of elimina-

tion, and thereafter each shall in that order alternately
elimiﬁate one name until only -one name remains. The
remaining person on the list shall be the third arbitrator.
The term "labor dispute” shall be broadly construed and

shall include any controversy concerning wages, salaries,

14X



4,

hours, working conditions, or henefits, including health
and welfare, sick leave, insurance, oOr pension or retire-
ment provisions, but not limited thereto, and including

any controversy concerning any differences or (ueostions
that m;y arise between the partics inclﬁding but not
Iimited to the makiné or maintaining of collective bargain-
'ihé agreements, the terms fo be included in such agreements,
and the interpretation or application of such collective
bargaining agreem;nps, any representation disputes, and

any gfievance that may arise. Each‘pargy’shall pay ona-

half of the expenses of such arbitration.

-Section 13F [Employee Protection Costs. )

The Corporation shall assume all costs of rights,
benefits and protective conditions to which any employee
is entitled under this Act from any transportation agency
in the event of the inabiiity of tﬁc traﬁsportaéioﬂ agency
to meet its obligations in relation thereto due to bénk~
ruptcy or insolvency, provided that.the Corporation sﬁall
'ietain the right to proceed against the bankrupt or insol~
veﬁt transportation agency or its successors, trustees,
assigns or debtors for the costs assumed. The Corporation
may mitigate its liability unde;‘this Section and under
Section 13B to the extent of employment and employment

benefits which it tenders.

Séction 13G [ Representation Questions.]

-Any guestion of representation not othcrwise governe:
by this Act, the New Jersey Employer-Employee Relations
Actl the Labor-Management Re}ations Aét, as amendgd, or
the Rai;way Labor Act, as amended, involving cmployees of
the Corporation or employees of any trdnsportation agency

whose operations are financed in whole or in part by the

Corporation, may be subnféfcd by any labor organization

.



claiming to represent such employces in an appropriate
unit, or Dby the employer to wﬂom such a claim hgs bean
made.to an impartial arbitrator tv be selected by the
Ameficaq Arbitration Association and appointed from a
current listing of the memboership of tﬁe National Academy
of Arbitrators, upon request of'either pdrty. 'Any
',pfeviously existin§ represegtation of the employees involve
" in any existing bargaining unit shall remain in full force
and effect and sﬂall be binding upon the Cofporatién or
_other employer of the employees inyolveéiuntil such
question of represegtation is resolved. In resolving
any question which ﬁay arise with fespect to whether a
majority of the employeces in an appropriate unit or units
desire to be represented by a labor organization, the
arbitrator shall promptly hold a public hearing after dué»
notice to all interested parties and shall thereupon
deterﬁine any and all issues which have‘bgen duly raised
and presente@ at such hearings in rega;d to such clair,
,aﬁd if it is established by the ardbitrator that a question
of repres§ntation existsAin a unit of units appropriate
for collective bargaining, heAshall provide for the conduct
of a secret ballot electioh_to determine the questiéﬁ
of representation aqd shall certify the results of the
election to the parties. 1In dec;ding any questioﬁs in
regarxd to thebreprescntation proceeding, including the
determination of the appropriate unit or units, the
adequacy of the representation claim, the conduct of
hearings and electioﬁs, the arbitrator shall apply and
be guided by the relevant federal law and administrative
practices developed under the Labor-Management Relations

Act, as amended, to the extent that such law and practices

1ex
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are consistent with this section, other state and local
laws which may he applicable, and with any prior history
of collective bargaining and representation of the
employcos involved. Any cortification by the arbitrator
of @ labor organization to represent or act for the
émpioyées in any collective baréaining unit shall not

.be subiject to challenge on the grounds that a new
substantial question of representation within such
collective bargaiﬁing unit exists until the lapse of

one year froﬁ the date of certification or the expiration
of any collective bargaining agrecment, whichever is
later; provided that no collective bargaining agreement
shall be construcd to be a bar to a representation procced-

ing for a period of more than three (3) years.
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STATEMENT BY THE NEW JERSEY.DEPARTMENT
OF ENVIRONMENTAL PROTECTION:BEFORE THE
SENATE COMMITTEE ON TRANSPORTATION
AND COMMUNICATIONS )

Good morning. My name is George Tyler, Director of the
Division of Environmental Quality. I am here representing the
Department of Environmental Protection. §-3137, before vou
today, is one of the most significant pieces of legislation to be
considered in many years. Its objective - the establishment and
operation of a coherent, effective and efficient public trans-
portation system for New Jersey - presents a unique opportunity
to deal with New Jersey's transportation, energy and environmental
quality needs simultaneously.

In the years to come, the 1970's will be seen as a decade
during which events forced a re-evaluation of long-held assumptions
about the American way of life. If we are successful in preserving
the quality of life we have enjoyed, it will be because today's
leaders responded vigorously and responsibly to the challenges of
this decade. It is critical that we become fully aware of the
consequences of our actions in the areas of environmental quality
and in the conservation of precious natural resources. New
Jersey has long been one of the leaders in responding to the
challenges that we, as a nation, are facing. But no one would
dispute the fact that choices, when made, have been difficult and
that the way has not always been clear.

One challenge for our state and for the nation (which has
been made abundantly clear by current events) is the need to re-
think our basic assumptions concerning transportation. It is
clear that excessive reliance on the private automobile as the
primary means of transportation cannot go unchecked. S-3137 is a
positive response to this challenge. It presents an opportunity
to help prepare New Jersey for the future in a sensible way.

No one would seriously argue that public transportation in
New Jersey today provides an attractive alternative to the use of
private cars. The statistics bear this out. *While the rest of
the nation has experienced an 11% increase in bus ridership since
1970, herce in New Jersey 41% of the people who used motorbus
transportation in 1970 have since abandoned it - or, rather, it
has abandoned them. Under these circumstances, it is plain that
failure to provide an attractive alternative to private trans-
portation will reduce government exhortations to '"leave the car
at home" to mere rhetoric ..

This 1s a position we simply cannot afford from an environ-
mental viewpoint.

The federal Clean Air Act, as amended in- August, 1977, calls

for each state to develop and implement a plan to assure that the
air we breathe is clean and that it meets all health standards.
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In New Jersey, carbon monoxide and photochemical oxidants,
which are related primarily to motor vehicle use, remain as our
toughest air pollution problems.

We have made significant progress in the area but morc is 3
needed. For example, carbon monoxide emissions have been cut by
40% since the beginning of New Jersey's auto pollution inspection
program in 1974. But monitors in 18 cities still indicate that
routine violations of the health standard for CO are occurring.
Moreover, we have estimated that violations of this health standard
would be measured in 76 other cities as well if the air there were
monitored for CO.

Federal mandates for cleaner exhaust pipes alone cannot be
expected to do the job for us. They are only part of the answer.
With an average of 125 cars per mile, New Jersey has more cars
for every mile of road than any other state in the Union. The
only way we can assure that air quality will improve is to use
our cars less often.

We are committed to achieving this goal through voluntary
action and through the cooperation of everyone affected, and not
by restrictive regulations. We have already formulated plans to
decrease reliance on cars with the help and advice of local
government, the New Jersey Chamber of Commerce, the New Jersey
Business and Industry Association, and a number of labor unions.
My Department is participatihg in an interagency task force for
the purpose of coordinating state government's response to the
problem. And we seem to be getting results. Responsible
business and labor leaders have acknowledged the seriousness of
the problem and are helping to devise ride-sharing, van-pooling
and other plans to reduce reliance upon private transportation.
Just recently, plans have been co-finalized to send out letters
to some 8,000 manufacturers and businesses in New Jersey by the
State Chamber of Commerce or the Business and Industry Association
requesting their membership's cooperation in a voluntary effort
to reduce the use of ‘private automobiles. We expect results from
this approach and we expect that they will be substantial - but
we cannot afford to sit back and hope for the best. Failure to
ensure reasonable progress toward attainment of air quality
standards, or failure to maintain those standards after they are
met, will have very serious economic consequences for the state.
Where states fail to act to control air pollution, the federal
Environmental Protection Agency is authorized to prohibit the
construction of new sources of air pollution, EPA can also act to
cut off highway construction funds in such cases. More important,
of course, are the health hazards to which our citizens will be
exposed; if air pollution standards are not met.

An effective, extensive and economical mass transportation
system must be an integral part of any plan designed to meet our
alr quality goals. Merely by recapturing the riders who have
abandoned the bus transit system since 1970, we have estimated
that about 6,000 tons/year of hydrocarbon emissions would be

-2-
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prevented from entering the atmosphere, that 50,000 tons/year of
carbon monoxide pollution would be eliminated, and that 3,500
tons/year less oxides of nitrogen would be emitted. There 1s no
question that these are significant reductions which are needed

to protect our physical and our economic health. We believe that .
S-3137 will lay the groundwork for creating the kind of mass
transportation system that can produce these results.

Up to now, I have been talking about the potential beneficial
effects that a rational transportation management system would
have, even if our present state of affairs was to remain static
for some time. But we know that dynamic changes are occurring in
New Jersey and will continue to occur whether we prepare ourselves
to deal with them or not. Our transportation system must be
capable of responding quickly if we are to avoid waste and
encourage rational growth. The impetus for growth in areas like
the Hackensack Meadowlands or in Atlantic City will continue for
a time despite the lack of comprehensive public transportation
facilities. But the lack of sound public transportation will
eventually choke off that growth. In the meantime, we cannot
continue to create air pollution problems and then use unpopular
stop gap measures to correct them after the fact. Our present
transportation management system simply does not provide the kind
of flexibility or overall planning capability we need to cope
with our rapidly shifting patterns of growth.

Finally, let us consider our need to conserve our natural
resources and preserve our cities. Conserving resources includes
not only petroleum products, but other precious resources such as
open space and green areas. The need to reduce gasoline use is
obvious today. Mass transportation improvement is the single

most important step that state government can take to meet that
need. , .

Furthermore, The effective statewide transportation planning
that this bill can provide is essential if we hope to end the
erosion of our cities and the resulting inefficient land use
patterns which follow. Planners today support the concept of
urban "infilling" or the '"recycling' of our cities and their
environs to receive the fullest benefit from the -assets we
already have. But in many areas where continued planned develop-
ment 1s needed, plans are threatened by ever-increasing traffic
density caused by excessive reliance on private transportation.
Thus, new development tends to string out farther from the
existing urban infrastructure. The resulting costs in capital
expenditure to duplicate that infrastructure are great and the
costs in terms of the steady and unnecessary erosion of green and
open spaces for future generations are greater. Responsive
public transportation planning can help to alleviate this problem.

Certainly, S-3137 is not a panacea for the resolution of all
the issues I have been discussing. Passage of the bill will not
make these problems go away overnight. Alternatives to the
approach to public transportation management we have before us
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may exist somewhere. But these facts are clear. First, public
transportation as it now exists in New Jersey is not the answer.
Citizens are receiving poor service, with dilapidated equipment
that goes too few places too slowly and they pay millions in
subsidies to boot. Secondly, publicly owned mass transportation .
is the basic format which is used in every other major urban areca
of the United States, with the exception of New Orleans. Finally,
we believe that this bill represents an approach whose time has
come in New Jersey, an approach we believe will be more responsive

to the issues of environmental quality and conservation of natural
resources we have outlined above.

I believe S5-3137 should be enacted into law.

Thany you very much.
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OzzARD, RiZZOLO, KLEIN; MaAurRO 8 SAvO

STATEMENT OF FRANK B. REILLY, JR.
ASSOCIATION OF MANAGEMENT EMPLOYEES

OF TRANSPORT OF NEW JERSEY

My name is Frank B. Reilly, Jr. I am a member
of the Somerville, New Jersey law firm of Ozzard, Rizzolo,
Klein, Mauro & Savo, and I represent the Association of
Management Employees of Transport of New Jersey (herein-

after referred to as the "Association").

The Association is a voluntary membérship organization
comprised of approximately 220 of the total 250 nonunion
management, professional, and clerical employees of Transport
of New Jersey (hereinafter referred to as "TNJ") and a

majority of the 240 total retired nonunion employees of

5

TNJ who are presently receivi@g pension benefits under
the "Pension Plan of Transport of New Jersey For Nonunion

Employees (hereinafter referred to as the "Plan").

The Association was organized on an ad hoc basis
in response to a lack of adequate protection in S3137

for employee pension and welfare benefits preEently made
N
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available or promised by TNJ. For the Committee's information
purposes, active employee members in the Association represent
the entire cross section of management of TNJ and have

on the average 20-25 years of service with TNJ or its
predecessors. Retired members had on the average 25-30

years of service at the time of their retirement from

TNJ. These individuals have invested their careers in

the service of TNJ and its predecessors in return for

promised pension and welfare benefits upon their retirement.
It is the position of the Association that S3137 does

not adequately protect the financial integrity of this
committment of retirement benefits but rather reduces

each member's right to benefits to an illusory and empty
promise without certain basic minimum standards and protective

measures dguaranteed by law.

We would 1ike~t; emphaé}cally state that the position
of the Association with'tespeéi to S3137 represents the
collective view of individual management employees‘;nd
retirees of TNJ. Our position does not in any manner
whatsoever represent the position of TNJ nor should it
be so construed. Further, the Association has not taken
a position concerning thé concept of public ownership
and operation of public transportation systems:és contemplated

by the S3137. However, to the extent a public takeover

of TNJ will endanger promised pension and welfare benefits
24X
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or otherwise endanger the interests of the members of

"the Association, we strongly oppose this measure.

Summary of Association Position

A. Section 12(a) of S3137 does not adequately
address the obligation of the proposed New Jersey Transit
Corporation (hereinafter referred to as the "Corporation")
and TNJ and its parent, Public Service Electric and Gas
Company (hereinafter referred to as "PSE&G") to fund and
guarantee payment of pensions and accrued benefits under
the Plan as of the date of a public takeover of TNJ.
The bill should clearly set forth that a substantial liability
exists under the Plan for unfunded accrued benefits and
that this liability shall be fully guaranteed to the satisfaction

and all affected employees prior to the approval of a

‘2

public takeover. f-

B. The approach taken by S3137 concerning a public
takeover of TNJ raises many fundamental legal and constitutional
issues which should be fully considered and resolved prior
to further consideration of legislation on this subject.

These issues include continued employee rights under the

A d

Employee Retiremént Income Security Act of l973’subsequent
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to a public takeover of TNJ with respect to accrued benefits
under the Plan; consitutional limitations upon an infringement
of these rights by state legislation and the ability of

the Corporation to adequately extend a financial guarantee
for unfunded accrued benefits; the‘extent and efficacy

of the guarantee of PES&G for unfunded accrued benefits
under the Plan; the adequacy of Federal guarantees for
vested accrued benefits under the Plan; the availability

of legal remedies to supplement these guarantees; and

the possible legal implications to the Plan, TNJ, PSE&G,

and members of the Association which will depend upon

the steps taken concerning accrued benefits under the

Plan in the context of a public takeover of TNJ.

C. Sections 13 and 73(d) of S3137 do not clearly
define the rights of ﬁembers of the Association concerning
standards for eligibility, retirement benefits, and rate

of employee contributions undé; the Public Employees Retirement

N
~

System, nor does it guarantee parity of benefits in comparison

with the existing Plan.

D. S3137 does not in any manner whatsoever address
protection of existing welfare benefits presently made
available to members of the Association by TNJ nor eligibility

-

under the State "Health Benefits Program subsequent to
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a public takeover.

E. S3137 does not in any manner whatsoever require
that fair and equitable arrangements be made concerning
the protecion of the interests of members of the Association
upon a public takeover of TNJ as required by Section 13(c)

of the Federal Urban Mass Transportation Act of 1964.

F. In view of the importance of S3137 upon existing
rights of the members of the Association, it is imperative
that these issues be fully considered and resolved in
public hearings prior to further legislative consideration

of S3137.

I. Guarantee of Unfunded Liabilities for

Accrued Benefits Under the Plan

The Annual Report of the Plan for Plan Year ended

February 28, 1978 discloses fhe following concerning participants

ol

~

under the Plan:

100% Vested 226
Partially Vested ~0-
Nonvested Employees 33

Retired, separated, or
deceased participants
whose benefits are

100% Vested , 279
TOTAL PARTICIPANTS 538 1

\\
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The actuary for the Plan reported that the present
value of all benefits provided by the Plan for Plan Year
beginning March 1, 1977 was $15,488,600.00. > The present
value of vested benefits was reported to be $11,658,000.00.
The fair market value of Plan assets for this period was
reported by the Plan's auditors to be $377,300.00 3 Based

upon the foregoing, the Plan actuary reported an unfunded

past service liability of $13,381,900.00.

Prior to the enactment of the Employee Retirement
Income Security Act of 1974 (hereinafter referred to as
"ERISA") employers were not required by law or as a condition
for deductibility of contributions to a plan for tax purposes
to amortize unfunded accrued liabilities under a pension
plan. Effective March 1, 1976, the Plan was required
as a matter of Federal law to amortize its unfunded past-
service liability as offthis date ($13,584,400.QO) over
a period of 40 years. This reauirement is currently being
satisfied in conﬁection with the minimum funding standards

imposed by ERISA. 4

As the result of Congressional and governmental
investigation of pension plan terminations resulting from
plant closings, mergers, and discontinuance of Plans,

and the devastating effect thereof on lost pension benefitss,
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a Federally administered insurance system was enacted

to provide guaranteed pension benefits upon the termination
of a pension plan. Thié system is administered by the
Pension Benefit Guaranty Corporation (P.B.G.C.), and is
presently financed in part by mandatory insurance premiums
paid by private employers maintaining covered pension

plans. As a general rule, the P.B.G.C. will insure certain
guaranteed benefits upon the termination of a plan to

the extent plan assets are insufficient to cover these
benefits. Under these circumstances, the employer maintaining
the plan would be liable to the P.B.G.C. for the amount

of the deficiency up to a maximum of 30% of the net worth

of the employer. An employer for purposes of these rules
include certain corporations under common control.6 This

is intended to preclude corporate arrangements such as

the isolation of an underfunded plan in a wholly owned
subsidiary to avoid cont1ngent~£mployer 11ab111ty upon

a plan termination. Further, detalled procedures and
contingent employer liability rules are set forth for
acquiring employers in mergers, consolidations, liquidations,
and other types of corporate reorganizations.7 These
provisions supplement basic guarantees for preservation

of accrued benefits upon the merger of plans in‘gniacquisition

e d

and are intended‘%o protect plan terminations subsequent

U
to an acquisition.” . Employer liability upon an asset
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sale where the successor employer assumes the provisions
of a plan is not clearly covered by ERISA, although the
P.B.G.C. has administratively set forth rules governing

this type of situation to preclude abuses.9

Based upon the above criteria, it is clear that
members of the Associatibn have certain guaranteed benefits
as a matter of Federal law in the event of a termination
of the Plan. It is also clear that in the event of a
public takeover of TNJ, and absent an assumption of this
liability by a successor employer and a sufficiency of
plan assets to cover guaranteed benefits, TNJ and PSE&G
would remain liable upon a termination of the Plan subsequent
to a takeover for any deficiency in plan assets after
payment of guaranteed benefits. Since plans maintained
by state governments are expregsly exempted from all requirements
of ERISA, the assumption of thg plan and its liabilities
by the Corporation in theory could eliminate the Federal
protection now provided as a matter of right to the members
of the Association concerning benefits accrued prior to
a takeover. This, however, would not in our view be consistent
with the clear purpose and intent of ERISA in that the
Corporation's ab?lity to service a debt of this:mégnitude
is questionable é;d the plan assets presently in the Plan

are grossly insufficient to cover guaranteed benefits.
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Therefore, full compliance with existing Federal law,

and enforcement thereof by applicable Federal agencies,
would in our view mandate continued employer liability
upon TNJ and PSE&G in the event of a public takeover of

TNJ.

The above Federal guarantee of benefits is supplemented
by a basic prohibition against forfeiture of vested benefits
mandated by ERISA and by certain common law rights with
respect to vested accrued benefits under the Plan. Paramount
to this consideration is the rights of members of the
Association under the 1972 Agreement between TNJ and PSE&G
concerning the latter's assumption of the then $76,000,000.00
unfunded past-service liability under all TNJ pension
Plans, including the plan under discussion. The provisions

of this agreement are a matter of public record and their

implication in connection withsthe Federal guarantees
. N

discussed herein must be.considered in depth prior to

further legislative action on S3137. Further, it would

appear that under basic principles of contract law the

prior approval of all members of the Association as beneficiaries
of the Plan and the 1972 agreement are required before

this issue may be resolved legislatively or in_Fhe negotiation

-

process of a pubiﬁc takeover.

Y
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The approach taken in S3137 concerning this issue
is an attempt to either avoid the issue or leave the matter
to the negotiations involved in the acquisition process.
We submit that this approach totally ignores the basic
rights of those persons who may be adversely affected
by a public takeover, namely the management employees
and retirees of TNJ. Hindsight has shown where legislative
inadvertance has produced protracted litigation and unfortunate
results to plan participants in a public transit takeover
involving pension benefits.lo Therefore, the obligation
of the Corporation, TNJ and PSE&G to fund and guarantee
the payment of pensions and accrued benefits under the
Plan as of the date of a public takeover of TNJ should
be carefully examined in further public hearings with

full participation by all affected Plan participants.

II. Legal and Constitutional Issues
3

As hereinbefore discuss&d, the Plan is presently
subject to ERISA which confers certain Federal rights
upon Plan participants and imposes minimum Federal standards
concerning the operation of the Plan and the obligations
of TNJ and PSE&G with respect thereto. The purpose of
ERISA is to protect promised retirement benefits by requiring
standards of pér%icipation, vesting, funding, fiduciary
and disclosure obligations and plan termination insurance.
All members of the Association, as participants under
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the Plan, presently enjoy these protections. However,

to the extent the Plan is assumed by the Corporation,

it becomes a governmental plan and as such, may be exempt
from the minimum stnadards imposed by ERISA. Accordingly,
Plan participants should be entitled to similar protections
under S3137 as they presently enjoy under Federal law.
Failure to provide these rights under a state statute
which authorizes a state agency to assume an ERISA covered
Plan may raise serious legal and constitutional questions

concerning the forfieted rights of plan participants.

Section 15 of S3137 sets forth a disclaimer concerning
debts of the Corporation as being a debt or obligation
of the State of New Jersey. This provision is important
in consideration of the ability of the Corporation to

guarantee accrued benefits under the Plan in the event

of a public takeover. Constit@itionally, the Corporation
. ~

would be precluded, notwithstanding the disclaimer, from
assuming this 1iability.ll This, of course, presupposes
that at the time of the takeover the Corporation was willing

-

to assume and service this debt.

The legal issues concerning the obligation of TNJ

-

and PSE&G concerHing accrued benefits under the Plan has

Y
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heretofore been briefly discussed. It should be emphasized,
however, that the formalities of the acquisition of TNJ

and the procedure concerning the structure of a new pension
program for affected Plan participants will determine

in large part the timing concerning the recognition of

fhis liability, the triggering of the plan termination
insurance sanctions by the P.B.G.C. and the legal remedies
available to Plan participants. For example, after a

full public hearing on this issue it may be possible,

if certain guarantees are present, to avoid a plan termination
under existing P.B.G.C. rules while at the same time "freeze"
the Plan and adequately protect Plan participants. This
approach coupled with immediate eligibility under the

Public Employees Retirement System as explained hereinafter
may offer the most practical solution to all concerned.
However, before this may be accomplished, legislation

on this subject should‘be defé;red until all applicable

issues are publicly conéideredxand all relevant data 1is
evaluated. Failure to follow this approach would certainly
result in impaired rights to Plan participants and unnecessary

and protracted legal proceedings.

III. Eligibility for the Public Employees RetiTement System
Sections 13 and 73(d) of S3137 provide that salaried

employees of the Corporation shall be enrolled in the
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Public Employees Retirement System(PERS). Unfortunately,
the bill leaves open maﬁy unanswered questions concerning
the administration of PERS as applied to members of the
Association. These questions include prior service with

TNJ for purposes of vesting, ability to make up contributory
payments, parity of benefits, years of service to be included
for purposes of accruing benefits, and portability with
respect to vested benefits under the Plan in the event

it is deemed terﬁinated upon the public takeover of TNJ.

We respectfully submit that proper guarantees for accrued
benefits under the Plan as of the date of a public td&keover
coupled with immediate eligibility, full vesting, and
benefit accruals for service subsequent to the takeover
under PERS may prove to be a fair and equitable solution

to this problem. However, caution must be exerqised in
conjunction with a complete public review of this issue
prior to a final recomﬁéndati&g.

~

IV. Employee Welfare Benefits

Active employees and retirees of TNJ are presently
entitled to various benefits under a welfare benefits
plan which is representative with most private employer
Plans. 53137 does not aadress eligibility of employees
of the Corporation for this type of program. f%ese benefits

are equally as impo:tant as accrued pension benefits and
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detailed eligibility and benefit standards should be contained
in the bill. Consideration of this issue should include
parity with benefits heretofore available to members of

the Association. Under no circumstances should these

benefits be curtailed or rights of members of the Association

to the same impaired.

V. Section 13(c) of the Federal Urban Mass Transportation
Act of 1964

S3137 does not contain a direction concerning fair
and equitable arrangements to be made concerning the protection
of interests of members of the Association. This requirement
is intended to be worker protective and applies to all
employees of TNJ. Failure to include proper Section 13(c)
protections to members of the Association will preclude
Federal funding for a public takeover of TNJ ané more
importantly would 1eavé an opggrtunity for impairment
of pension and welfare benefits and assurances of employment.
In connection with the latter, one of the objectives of
S3137 is to obtain experienced and qualified managers
to assist the Corporation in the operation of a statewide

public transportation system. To achieve this stated

purpose and to preserve the pool of experienced managers

=

x\\

36X



[

OzzARD, RizzotLO, KLEIN, MAURO & SAavO

Statement of Frank B. Reilly, Jr.
March 28, 1979
Page 15

for the public benefit, a clear and definitive assurance
of employment must be set forth in any legislation on

this subject. Further, it is our understanding that the
Department of Labor will refrain from making the necessary
determination of compliance with Secﬁion 13(c) in the
event nonunion employees are excluded from the required
Section 13(c) protective arrangements. Accordingly, any
attempt to parallel the approach taken by the legislation
authorizing Mercer County Metro (N.J.S.A. 40:37A-94) will
be vigorously and strongly opposed by the members of the

Association.

VI. Legislative Review and Analysis of Problems

It appears from our review of the applicable published
reports of the New Jergey Department of Transportation
that none of the issués discu;sed herein Qere the subject
of an in-depth review and anaf;sis prior to the introduction
of S3137. 1t is submitted that these issues are of grave
importance and concern to the members of the Association
as well as to the general public. It is also submitted

that these issues should be carefully evaluated in detail

by the Committee prior to any further legislative consideration

-
-

of S3137. 1In this respect, we request the Committee to
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allow the Association the opportunity to provide additional
information and data on this subject and also to participate
fully with the Committee, its staff, and all other parties
interested in this matter before further action is taken

on S3137. Adequate preservation of basic benefits attributable
to substantial years of service with TNJ would in our

view justify the opportunity and right to assist the Committee
in further deliberations and a possible solution to a

rather complicated matter.

On behalf of each member of the Association we
would like to thank the Chairman and each member of the

Committee for the opportunity to present our views.

W
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1 Form 5500. This report is part of the reporting and
disclosure obligations of an employer as required by Section
103 of the Employee Retirement Income Security Act of

1974, P.L. 93-406, 88 stat. 829 (1974) (29 U.Ss.C. 1023).

Certificate of Actuarial Valuation, Martin E. Segal

Company, dated June 21, 1977.

Opinion of Touche Ross & Co., dated June 9, 1978.
Section 302.

Department of Treasury and Department of Labor Study
of Pension Plan Terminations--1972--Final Report--August,
1973; Hearings on Private Pension Plans before the Subcommittee
on Fiscal Policy of the Joint Committee, 89th Cong. 2nd
Session.

6 ERISA, Section 4001 But cf., Pension Benefit Guaranty
Corporation v. Ouimet Corporation, et al., Masters Report
submitted to United States District Court, District of
Massachusetts, No. 76-1314-T (May 13, 1977). On the constitutional
argument concerning the prohibition against forfeiture

of vested benefits in relation to an employer's disclaimer

of liability, See Nachman Corp. v. Pension Benefit Guaranty
Corporation and International ‘Union, United Automobile,

Aerospace, and Agricultural Implement Workers of America,

Nos. 77-2146 and 77-2147, (7th Cir. January 23, 1979).

7 ERISA, Section-4062(d).. = = - |
8 ERISA Section 208.

9 P.B.G.C. Opinion Lettgrs 78-29 and 78-9.
10

Rose City Transit Co. v. Portland, 525 P24 1325
(9th Cir., 1974).

11 New Jersey Constitution, Article 8, Para. 3.
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