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SENATOR RAYMOND GARRAMONE(Chairrnan): I think we are about ready 
to.go. First, I want to thank you all for appearing ~t this pubHc hearing 
of specifically Senator Tom Dunn' s .bill which· dea::is with. in lieu payments. 
Beyond that, I have invited Comril.issioner_1:>agner, the Chairman of.the Port 
Authority of New York and New Jersey to join us in i':'eally an exploration of 
not only the specific bills that are·in the Stage Government Committee, but 
the role of the Port Author'ity iri 1978 and in th~ future. There .are some 
specific; questions we have asked the Commissioner to give us his. thinking on~ 
We are very much interested in the role ·that the Port should be playing. What 
we a~e attempting to do is t~ put into focus the :role of the Port.Authority in 
this bi-state region~ It is a rathe~ i~rtan:t role that they serve. We would 
like to see ho,; we can make it serve ma,ybe a more important role in terms of the 
needs as will be ·defined in terms of New York and New Jersey.- So, we welcome· 
you. It is a public hearing and I wou-id like to, for the-record, indicate 
that Senator 'Nmulty, who sits on the Committee with me, is here with us today 
and also Jim Carroll, who is the aide to the Committee; is up here. Tom Kiernan; 
who is on my staff, is also joining us.today. 

So, with that note and those general loose goals that we are attempt-
ing to define, I would like to open the meeting and invite Senator Tom-~n 
to give us the benefit of his thinking on his bill - a general approach to 
the Port in this bi-state r~gion. Senato.r Dunn. 
s E N A T O R T H OM A s G. D ti N N: Chairmai:i G.arramone, Senator 
Tumulty, gentlemen: -Th~nk you forgiving: me this opportunity to speak before 
you on this matter of critic::al importance to ,every taxpayer in. the Sta:te of 
New Jersey as . well as New ;y'ork ~nd, in p~rticular, to those, taxpayers of 
municipalities in which the Port Authority of New York and New Jersey owns 
land and buildings •. t am particularly pleased with this oppo.rtupity also 
in· view· of • the fact that. I· .am the prime. <spon~or of le~islation known as. Senate 
Bill number 163.9, which, is the·. subject of. this hearing ant;i which would, if it 
b.ecame law,· req~irethe ·Port Authority of New iork and New Jersey tp make annual 
payments to loc::al governments· equal to t;.he ta.,ct;1s whi.ch would h~ve been realized 
from the property had it not b!3en owned by the ~ort Authority. 

On August 21; 1921, by Public Resolution NUiliber 17 of the 67th Congress 
of th~ United States, Congressional approval was gi;en to the original compact 
between_New Jersey and New York,· creating the Port Authority of New York and New 
Jersey, then cailedthe Port of New York Authority. 
motion the giant and autonomous agency we kno~ today. 

That: approval set._ into 
. . 

·rnclu4ed in its many 
powers, which we,:e authorized by the coIUpact, was a provision which perrilitted 
the Port Authority to.make payments iri l.ieu of taxes to minicipalities, but 
which limited the sum to be paid to those "!:axes la~tpa:i,d o~ the proper-ty 
prior to the time ofthis acquisifion by ~he Po~t Authority. I. am referring 
to that provision in the compact~ncompassed .:i.~ N~w Jersey ~tatute;_ 32:1-144 .. ·... . . . . . . . . ' . . . . . . . .. 
which reads . - and I quote:.· II Agx-eement ~tween the Port Aut.hori ty and municipalities .. 

. -:- . . ·.. . ,· ··, '. . . . . . . . . \ 

amount arid manner of payments. To the ~nd that countie~' cities·, bc:>roughs ' 
villages, towns, township~ ~Ild bthei muni~ip~lit:j.es in the Portof New York. 
district; ~ay not suffer.undue ;!.oss ~f ~axi:!~ and asse$s~nts by reason of the 

· .. '···.· .. ,' ,, . ·:: .. ,! ·. . ·, .· 

acquisition and ownership of property therein by the Port of New York Authority 
(he:reinaf~er cal{ed the port •autho~.ity), :the P~rt Aut~ority · is hereby authorized 

.· . . . . . . . ' 

arid empowered,. in its discretion, to enter into a vol\lnt.ary ~greement, or agreements, 



with any county, city, borough, village, town., township or other municipality 
in said port district, whereby it will undertake to pay a fair .and reasonable 
sum or sums annually in connection withanyil)arine or inla.nd terminal property 
owned by it!, not ir1 excess of the sum last paid as taxes upon such property 
prior to the time of its acquisition by the Port Authority. Such payment or 
payment$ which.the Port.Authority is hereby authorized and empowered to make, 
shall be in such amount or amo1.mts and shall be pctyable at such tirne or times 
arid under such terms and conditions as shall be a.greed upon by and between 
the Port Authority and such county, city, village; borough, town, township 
or other municipality conce.rned." I emphasize that this waei in 1921. 

It is the foregoing provision of law with.which my proposed amendment 
deals. Before introducing the new legislation, I .sought the legal opinions of 
both the. Attorney General and the City Attorney of Elizabeth, New Jersey. 
Both Attorney General William F. Hyland and City Attorney Frank P. Trocino, who 
incidentally is with me here today and sits at my right, were in agreement that. 
the amendment in question did not require a Congressional approval, but could 
become law with the adoption of the necessary amendatory language by the Legis-
latures of New Jersey and New York, accompanied.by the approval of the Governors 
of these.States. In reliance upon the.legal opinions, I then prepared the 
necessary legislation now under consideration •. 

In my view, based on nearly thirteen years as Mayor of an urban City 
in whicl}.the Port Authority has land holdings .of 1800 acres of land with a current 
assessed value of. more than $400 millions of. dollars,or approximately one-, 
fourth of the. City .of .Elizabeth's total as$essed value, the current. formula 

· which now permits the Pqrt Authority to pay to .. the City of Elizabeth only 
$63 1 000 annually, represents a totally .. unfair .burden .upon .. the .taxpaying·public 
of the city, a$ well as upon the taxpayers of .all municipalities in which the 
Port Authqrity owns land. 

As recently as October 30th, Port Authority Cha,irman, Alan Sagner,. 
reported in a television intervie"". that he recognized the limitations of the 
current law and hoped to be able to revamp the formula by .which tlle Authority 
makes payments in lieu of property taxes so that New Jersey citie.$ $UCh as 
Elizabeth, Jersey City, Teterboro, and Newark may receive additional financial 
benefits to give $Orne relief to the tax base of those municipalitie$ •. I find 

. . ' ' . . ' 

Chairman Sagner's views heartening,. and I. welcome them as they.are con$istent 
with the object of my legislation, although I.do not know at this time whether 
or not he supports the formula which I have propo.sed in S-1639. 

For many years, .there has been much talk c:1bout relieving the burden 
of the local taxpayer. This legislation takes a .giant step forward and is a 
positive approach to correcting and rectifying what has been a grossly inequi-
table situation. 

Let rne give you an example of what wouldhappeninthe City of 
Elizabeth, and .the benefits derived by its taxpayers, should s.;,.16.39 become law. 

The Port Authority, as I have mentioned, owns land in Elizabeth with 
a current assessed value of $.400 .millions of dollars.. Based on .that figure 
and the 1977 tax rate in Elizabeth, a reduction.in taxes ,to the general tax-

.paying.public would be realized in an amount of approximately 40percent, 
or as set forth as follows: 

.1977 tax rate per. $100 valuation is $4 .• 19, less a reduction of .$L 70, 
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would make an adjusted 1977 tax rate to the.other people of our City of 
$2.49, instead of the $4.19. 

The foregoing reduction is calcµl;ated upon figures furnished _to me 
by the Department of Finance. in the City of Elizabeth, µtilizing $100,000 
per tax point, and anticipating a realizati_on of $17 milli.on dollars in lieu 
of tax payments by the Port Authority, based on the assessed value of $400 
million dollars in holdings by that agency. 

In addition to the annual payments received from the Port Authority 
from land and buildings owned by it, the City of Elizabeth also receives 
$824,000 under a fairly recent 1972 agreement between the City and the Port 
Authority for approximately 100 acres of land leased by the Port Authority from 
the Jersey Central Railroad. Incidentally, the Jersey Central Railroad, 
as you know, is bankrupt and they owe us ~lmost $2 million in ba~k taxes. 
This payment is based on a tax assessment of the property by the City and is the 
current subject of a tax appeal by the Port Authority. 

-Therefore, the amounts realized are subject to future judicial 
determinations because of the dispute raised by the Port Authority in its 
tax appeal. 

In any event, there is no doubt that should S-1639 become law, local 
taxpayers in Elizabeth and other cities with simiiar circumstances would immod:1.atf'lly 
realize an approximate reduction of 40 percent in their local property tax 
bills. 

For the reasons that I _have set ·forth in this statement, and voiced 
as well on many occasions in the past, it is my view that the_ arguments are 
compelling in favor of the enactment of this proposal. To do otherwise would 
only ignore the pressing needs of those people who have .for too long paid more 
than their share. To quote from Abraham Lincoln, instead of John Fitzgerald 
Keenedy for a .change, I close with his quote: "The dogmas of the quiet past 
are inadequate to the stormy present. The occasion is piled high with 
difficulty and we must rise to the occasion. •. As our c.ase is new, so must we 
think.anew and act anew. We must disenthrall ourselves and then we shall save 
our country~" 

I am interested at this particula:r time in saving those cities 
within the jurisdiction of the Port Authority. So, let me again thank you 
for the opportunity of appearing before you today, gentlemen. 

SENATOR GARRAMONE: Tha~k you very.much, Senator Dunn. I have maybe 
a question or two. I think I ai:n, reading this properly. You received $63 thousand 
from the Port. That is exclusive of the·$824,000 that was a supplementary 
agreement made in 1972. If this bill were to become law, that would change 
to approximately $17 million now? Am I_ ;reading that properly? 

SENATOR DUNN: Yes. 
SENATOR GARRAMONE: How would this affect the remaining areas that are 

within the geographical confines of th_e Port? Do you have a reading on that? 
What are they presently getting in lieu .of. taxes? If this formula were to be 
distribute_d to all of the affected municipalities, do you have any projection 
of what that would cost? 

SENATOR DUNN: Do you mean_ how would that affect Jersey City? 
SENATOR GARRAMONE: Yes, Jersey City and--
SENATOR DUNN: No, I·don't have figures on that at all. 
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SENATOR GARRAMONE: I see~ 
SENATOR DUNN: I would suggest, perhaps being somewhat presumptuous, 

that you concentrate on the $63 thousand because the $800 and some thousand 
is the res~lt of~- negotiated agreement back in 1972 between the Port Authority 
and the City of Elizabeth that relates only to property that they leased from 
the bankrupt Jersey Central Railroad, which they leased, developed, and then 
rented to tenants. Through a formula that was negotiated that-- While they 
are realizing some $800 thousand at this particular time, the original antici-
pation was that we would receive some $5 million on that property, but it hasn't 
been developed and successfully tenanted to the expectations of 1972. Again, 
you have to be mindful of the fact that the ri:iilroads .running through the 
City of Eli.zabeth_are bankrupt and owe us rnore than $2. million in back taxes 
now, so that only adds to the burden. But, the $800 thousand, despite the 
fact that it was negotiated back in 1972 with the Port Authority, is now under 
tax appeal by the Port Authority. I say this with a smile on my face. We can't 
help but think that the Port Authority has a lot of gall to take that appeal to 
the State of New Jersey. 

SENATOR GARRAMONE: This was an agreement that was entered into in 
'72? 

SENATOR DUNN: Yes. I was the. Mayor at the time. 
SENATOR GARRAMONE: Okay, fine. Let me pose another question and I 

am sure that Senator Tumulty has. some questions also. 
Just on.the overall approach of.municipalities in the States_dealing 

with the Port, do you have any suggestion in terms of providing better input 
to the direction the Port should be faking- because theydo have iong-'-range 
planning - in its present role, and should it be redefined? 

SENATOR DUNN: Well, there is no question about it. You know I am sure 
that the.Port Authority has come here today with all kinds of arguments that 
they can use to justify the great things they have done for the State of New 
Jersey_and I don't argue too strenuously against that. They will also mention 
that private enterprise would never have developed the Meadowlands if they 
hadn't come in to do. it. But, you know, we are not-- I don't want to weaken 
my case. We do not have any expectation at all of receiving $17 million a year 
from the Port Authority. Although, if this bill became law and if the Governor 
were to sign it-- And, I am not that stupid to expect that.Governor Byrne 
wouid sign such a bill. But, I am trying to focus attention, if nothing else, 
on the total inequity and the. total unfairness of being bound by a 1921 
agreement that allows a giant corporation, that owns one-quarter of all the land 
in the City of Elizabeth, to be paying to our City only $62 thousand a year. 
It is sinful. It is criminal and if the Port Authority would just bend a 
little bit and would be willing to say,"All right, this particular bill is 
the ultimate for the City of Elizabeth. It shoud be changed, or amended, or 
negotiated',',· we would be receptive to it. But, I think that we have to start 
focusing attention on the Legislature of the State of New Jersey and on the 
Governor of the State of New Jersey and also their Counter-parts· in New York, to 
show the total unfairness to the people of the City of Elizabeth who are taxed 
to their gills, to the benefit of the Port Authority and. to the bankrupt 
•railroads, and to other people. 
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I really think that the Legislatures and the Governors have to start 
thinking about the taxpayers in our cities. And, so far,I have not seen too 
much concrete evidence of it. 

SENATOR GARRAMONE: Do you think, Tom, that if the Legislature had an 
on-going committee whose exclusive responsibility was really to communicate 
directly with the Port and with the Legislature of New York, dealing with what 
the on-going problems are here in the State, that maybe we would get a quicker 
response? It could provide the Port with more information, quickly, rather 
than you know, we generally react rather than initiate and, unfortunately, 
that is part of the problem. 

SENATOR DUNN: Yes, I agree with you. I don't know when I introduced 
this bill but I am sure it must have been about two years ago and this is the 
first-- You know, it took us two years to get to today. I certainly can't 
find any fault with having committees studying anything, but we are "committeed" 
to death and it will be another 10 years and in the meantime the average 
homeowner, or the average property owner in the City of Elizabeth will be 
paying higher taxes because the Port Authority hasn't bent a little bit to 
amend this compact to change the agreement reached in 1921, which is 57 years 
old. 

SENATOR GARRAMONE: When the Commissioner speaks, Tom, I will ask 
him what the contributions are in in-lieu taxes in both New York and New 
Jersey at the present time. I would be interested to know what that comparison 

is. 
SENATOR DUNN: I might say this, Mr. Chairman, if you are talking 

about committees and you are talking about time, I emphasize here that I have betm 
Mayor for 13 years now in the City of Elizabeth and I have been making this 
appeal for 13 years to all the Commissioners, to Mr. Tobin, to Mr. Ronan, 
to Mr. Sagner -- you name them -- and they are familiar with the arguments 
of the cities like Elizabeth. So, I don't know how much more can be accomplished 
by having committees study the problem, It is so obvious that a child could see 
the inequity of having an autonomous agency,like the Port, only paying $62 
thousand in taxes. We are constantly supplementing services that they, in the 
first instance, provide. We are talking about fire services, police services, and 
our municipal court handles all the legal problems that come out of the operation 
of Terminal A. We can't even get the Port Authority to agree - or admit -
that Terminal A, in the new Newark Airport, is in the City of Elizabeth. You 
know, they never mention the City of Elizab~th in anything they do. They spend 
a couple of hundred thousand making a movie about selling the new Newark Air-
port to travelers, worldwide, and they don it even mention that Elizabeth is in 
the State of New Jersey. They don't mention that the Port Authority has a 
.big, beautiful terminal in the City of Elizabeth. It is a little embarrassing 
to be the Mayor of a big urban city and to receive absolutely no recognition 
of any kind from the Port Authority. 

But, that is a different kettle of fish. I am here today asking the 
Legislature of the State of New Jersey to do something about the fiscal needs 
of our City and the total inequity of allowing an autonomous agency to pay 
us an insulting $62 thousand a year for all the land that they own and all 
the buildings that they own and all the tenants that they have who aren't 
engaged in the area of transportation at all. They are making a pile of money 

5 



and 0 they have be~n'for 57 years •.. What they •have been doing with 'the money ~-
Well, I guess some ofit is commendable, but there is ari awful iot of it that 
isn't so commendable. You would think out_of.thekindness of their-heart they 
'WOuld be )'iillirig to make a_dealwith _tlle City of. Elizabeth or with some of the 

. . ' .. ' ' : .· . .· 

either cities. They have ice•coldblo6d running through their veins and with 
the change in administratio~s ;i,t mak_es ni:> differe~c.e . It is like me appoint-
ing . somebqdy· · to the Board of,Education who . wants • to :get ori the Board Of. 
Education because he knows how he is going to .save taxpaye~smoneyby do:i.ng 
this and :d.oing that~ . He onl~ <it tends one ine~t:~~g ~nd .overnigh; he become~ 
the most 'pro eg.ucaticm indivi&;ial ,•. ori 't.he ·neyi , Board. . . You know, I·• 1ove Alan 
Sagner. --He is a gr'aat guy, l;>ut he is no, diff,erent than Austin 'orobin. Jim. 
:Kellog is a Commissioner whq lives 'Tri the City of Eliza~t)'l. He.couldn 1.t 
care less about what is happening to the City o,f JU;izab~th, even though he 
is. a redident of it. There is absolutely no . change. The¥ __ are all . cut from the· 
same clo.th. They have -absolute . ice . water in.stead of blood run~ing through 

·· their veins. · · ·._ · · • · · ·· . · · · · · 

. SENATOR GARRAMONE: Well; I think, Tom, ' tl~e physica1 · charac:ted sties . 
of the individual members. really'.w:asn't the topic of dii,cussion. I have hopes 
tbat Alan S~gner wili give it a new look_, but we will see. : You know, he will· 

h avl;! .his day. .. 
SENATOR DUNN.: Mr. Chairman,' I arri a lame duck. I will be o.ut of office 

in a.couple of days and it is going to l;>re~k m}'heart d_f, ~henI lea.ye the 
Senate on January 10th,, I f;ind that my bill i_s jttnked and., i!Weli, had a 

.pul::>Hc hearing: that will qu;i,et Dunn ;Eq~ ,a whil;en -- you know~- r' am appealing.· 
to the members of the µ~giEll~ture and' tc, the Governor to just CC>nE!ider the 
tc>t:.al unfairness of this.- the inequity o,f it ,.. and to tr:y to give so~ relief 

.to our City and ~ther cities that are really being sfrangled:becausei o;E the 
power and the influence of the .Port Authority~ 

$ENATOR ~,ARR.AMO~: Senator, you have made a very good paint, _I think. 
This. in. lieu payment is yery muqh .in focus in most u:r:l:>an areas ... I don't think 
this bill will be junked·. Maybe this Pc!-r~icular' bill may not p~ss this :Senate 
this year because we· are r~-ally · in the_ l~st. couple of weeks of .the session. 
But,. I think the _principle has been enunciated by yourself and other~ a great 
deal and I th_ink there is an awareness' of it on the part of _the Port - that 
there has to be some fairness doct.rine,. if youiwill, established in this whole 
.are.a of in lieu payments. 

, . So, I think, there is a purpose t;or this Maring, TpIJi.- j; don't• see 
it failing off the cliff and notl'ling. happei#rig in th,e fllture LE!gislatllre,' I 
would ~ee activity in this are.a. 

sel)~tor. ·. T~ui tY? · :- · · · ·. 
SENATOR TUMULTY: Senator,;a~d.1-iayor, I would comm~nt at the outset· . ., ·. . . . . · .. ,• 

. that you; Senatbr _Garramone, . and I, alt occupy tlie unique posHioh of beirig · 
lame ducli,:s. ,• Mayb~ wh.;.{ the l?~rt Aut:horit~ needs_ is a former Senator or a 
former Mayor to serve on the Port Authority. 

SENATOR DUNN: • That. is _wishful thinking, I am afraid·. 
SENATOR TUMtJLTY: I am wiilirig. , 
S~NATOR GARRAMONE: J9e_,. h~Vti:l yo1,1 l:leen a Mayc,:r:? 
SENATOR TUMULTY: No-, I haven't been a Mayor, 'b~t :i: have been pretty 

close.to c;i.ty governmE!nt in my time~ 



• 

SENATOR DUNN: Unless you have graduated from Yale or Harvard, I 
doubt if you are going to make it, Joe. You know, a kid like mysel,f, a 
graduate of St. Mary's High School, tought by the Sisters of Charity -- there 
is not much chance of making it. But, there is hope for you. 

SENATOR GARRAMONE: Just as an aside to the audience, this Ls an 
illustration of the diversity that sits in that Senate - Torn Dunn and Joe 
Tumulty. I think that brings to bear the necessity of having a diverse 
approach in terms of government. Now, you see this multiplied many times 
down there. You are seeing some of the pros and some of the very good people 
there who have different points of view and are willing to enunciate them 
and say so. 

So, . in a sense, I hope your visit to Hackensack was more than just 
waiting down below. You got a flavor and a taste of what state government 
is about because in reality, your county government and your local government 
only deals and really exists at the option of state government. So, you have 
twoi· I think, very excellent examples sitting here of people who do make the 
laws. 

SENA'rOR TUMULTY: Mayor, how much of the l , 800 acres in the City of 
Elizabeth are improved? 

SENATOR DUNN: It would be somewhat of a guess on my part. I think 
I would be safe in saying most of it. 

SENATOR TUMULTY: Most if it is improved? 
SENATOR DUNN: Yes. We have the giant terminals of Port Newark. 
SENATOR TUMULTY: Do you have any up-to'-date appraisals of what you 

think these properties are worth? 
SENATOR DUNN: Well, the up-to-date figures are the $400 million. 
SENATOR TUMULTY: Your $400 million figure is an appraisal? 
SENATOR DUNN: Yes. It is pretty accurate too. 
SENATOR TUMULTY: Let me ask you this - what benefits can the Port 

Authority claim they bring to the City of Elizabeth? In other words, do they 
generate anything much in the economy of the City of Elizabeth? 

SENATOR DUNN: No, but they are going to argue that .it does. Their 
argument, of course - and it is sorne~hat justified: not somewhat, it is justified -
is that they bring a great deal of benefit to the States of New York and New 
Jersey and to this northeastern corridor and I guess they do provide a national 
service. But, they are doing it at the expense.of the cities that are directly 
adjacent to their operations. 

So, I don't find any argument with.their claims of all the great things 
they have done for the States of New Jersey and New York~ But, they really, 
specifically, do very little except cause problems for a city like Elizabeth. 
Again, I would be somewhat guessing but I would say very few employees come 
from the City of Elizabeth. 

SENATOR TUMULTY: I was going to ask you that. 
SENATOR DUNN: Very few. 
SENATOR TUMULTY: Do you have any idea of how many people are residents? 
SENATOR DUNN: In the shipping port, most of the locals are - the union 

locals - controlled by outside interests. Very few Elizabeth people work in the 
labor unions that are involved with the shipping operations. I don't have any 
up-to-date figures on it. I don't know what it does to help the economy of the 
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City of Elizabeth. The expansion of the.Newark Airpo:r't and the two new hotels 
that were built in the City of Elizabeth could be, certainly, classified as 
one benefit the City has received from it. 

Bµt, I am sure that the disadvantages outweigh the advantages when you 
look at the overall problem from a municipal standpoint • 

. SENATOR TUMULTY: Is part of the Airport in Elizabeth now? 
. SENA'l'OR DUNN: 0ne-,thfrd qf the Newark Airport is in the City of 

Elizabeth •.. 
SENATOR TUMULTY: And how about the container ports and the like? 

. . 

.SENATOR DUNN: Port Elizabeth is within the geographic boundaries 
of the City of Elizabeth. That is an extension of Port Newark.and it is quite 
massive, as a matter of fact. 

SENATOR TUMULTY: Do you provide fire and police protection to the 
Port Authority, or do they have their own? 

SENATOR DUNN: The Port Authority has their own but on a da.y-by-,day 
basis, we are constantly providing supplemental services to the Port Authority -
police services and fire services, as well as the legal entanglements that are 
involved with operating the Port within the.City of Elizabeth. All legal 
matters resulting theref'rom mµstbe adjudicated in our municipal court,.which 
is also a taxing situation oriour minicipality. 

SENATOR TUMULTY: So, in summary then, it is your position.that the 
disadvi;tntages of having them far outweigh the advantages? 

SENATOR DUNN: Absolutely. Just the services that we do provide, 
with fire, police, municipal court, and some other things I just can't think 
of right now; certainly do cost more than $62 thousand a year. So, actually, 
we receive nothing fo:i; the services that we do provide and·we are·being 
penalized by not being able to get a better shake on the assessed value of 
the land that they occupy. 

If private enterprise took over, that property would be assessed at 
$400 million and our tax revenue would be in the area of some $17 million. 

SENATOR.TUMULTY: Thank you, Mayor. 
SENATOR GARRAMONE: .Thank you, Senator. 
SENATOR DUNN: Thank you. 
SENATOR .GARRAMONE: Alan, do you want to join us. we will wait .until 

the noise decreases. 
COMMISSIONER SAGNER: It is a shame they can't wait to hear the answer 

to Tom's inaccurate statement. 
SENATOR GARRAMONE: I would like to welcome the Chairman of the Port 

Authority of New York and.New Jersey. He will share with us his comments 
on Senator Dunn's bill and a number of other bills before our committee.· And, 
of·course, he. will answer the questions that we did pose to the Port Authprity 
in terms of their general approach to exisEirig prob1:~eriis and wnat the future 
problems will be and how they can help this. bi-State area. We did make note 

' . . ' . 

of the fact that there are other existing committees in the State of New 
York who are looking into the expendit~res of the Port in terms of expenses 
and trips, which are all very valid •. As .l understand it, the Gommissioner 
has made changes in that procedure. This is ground that is being covered 
by others, We a.re obviously interested. in that area but we would like to 
focus upon the bills before us,really, and-:-.again,- I am repeating myself -
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the general direction that the Port should be taking in. the assistance of the 
bi-s.tate region. 

Again, should there not be a constant source.of input of information 
_from the Legislatures - i.e. the people - to the Port so that you can respond, 
or communicate directiy in terrns·of what are the·mutual problems and how do we 
solve them? Certainly, you .are in a new age. The spotlight .:i.s now · being focused 

. upon the Port, more so· than ever before. You never h_ad the spotlight upon you 
and a recognition of what you have done, what could be done, and what are some 
of the limitations that have been set over the years. 

So, in that genera·l sc_ene, Commissioner, we wel_come your participation 
. . . 

and the micre>phone is yours. 
C OM M _I S S r O.N E R AL AN S. AGNER: Thank you, Senator Garramone, 
Senato.r Tumulty, Mayor Dunn; and ladies and gentlemen. My n:ame is Alan Sagner. 
I am Chairman of the Board of Commissioners for the Port Authority of New York . . . . . . 

and New Jersey. and I amgratifie~ to be here and respond, Senator, to your 
invitation to discuss with you the matters. referred toin your memorandum to 
me of October 24th, relating to Senate BilLNO, 1639. 

Before I proceed with my prepared remarks,·r cannot restrain from 
correcting certain statements made by my friend, Senator-Mayor Dunn. He 
quoted me as having said in a teievision interview that I recognize the limita-
tions of the current l.aw and hope to be able to "reyamp the· formu,ia by which 

. the Authority makes payment.f' I don't know, Tom, whether. you _didn't see. the 
program yourself or Whether this was reported to you, but that.is not what 
I said. What I said op that progr~ - and I repeated .it about a week later . . . . . 

at the Erie Lackawanna Termin/;ll in Hoboken when I appeared with the Governor 
and Mayor Smith of.Jersey City and Mayor Capiello of Hoboken-. was that my 
statements were in response to a le.tter that I had received from the Governor 
expressing concern that there was not equality of treatment in payment in lieu 
of taxes _and other payments to.the municipalities on.both sides of :tlle riyer. 

I. said on the television progfam - and I said this in Hoboken and I 
have.replied 1:0 the Goyernor - tpat I am investigating this very carefu;J.ly and 
that I can assure .all of those responsible that al~ of the inunicipali1:1es 011 
the Jersey.side of the river will be treated on the same terms and conditions 
and by the same formulae .as _those in New Yor](.. ···specifically, in_ response. to the 
Governor.'s letter, it would.appear that, for ·example, larger payments ai::e being made to 
~ew.York for :the use of the airports J,n_New York as opposed_to. the payment 
for the airport located in Newark and. Elizabeth. The .formula is the s_ame •. The 
base _is the vall.le. of the properties at the time they we:re_taken by the Po:i;-t 
1\uthori ty, . which is .in, accordance with the formula. I said our investigation is 
not complete and that-if there are ariy cases where New Jersey municipalities 
are not .receiving fair treatment and on the same basis. as comperable properties 
in _New York, we. would take imme(iiate action. That is ~n accur~te report of 
what I said and what.was contai~ed in my letter to ~he.Governor. 

In SI>9cific response to Bill No. 1639, I have _submi:tted to you, Mr. 
Chairman, a memorandum p;repared by the Port Authority general counsel, Mr •. 

Patrick Falve.~, _ datE;ld September 20tl} •. That' memoranclum, __ · f,or the compelHi;:ig 
reasons stated t~erein, urges that·_this bill be rejected and we continue 
to urge that the bill be rejected.despit;e_Mayor.Dunn's argUillE!nts that it wo1,2ld 
have a _deleterious e:!;fect on the .Port Authority's oper.ati9Il an.d the economy Of 



this region •. I will not repeat the contents of. that memorandum unless there 
are questions that your would like to .raise about it.. Perhaps later I Will 
pull Out the more obvious ones. 

Rather then, with your permission, I will direct myself to the specific 
questions raised in your memorandum of October 24th to me. Your questions, n.umber 

·1, 2, and 3.were: 1. "Has an inventory ev~r been taken of the amount of tax-
able property ownedby the. Port Authority of New York and New Jersey in New 
Jersey? And, is there information on.the tax value of this property?II 

Question number two is: "Is there a breakdown of this.property accord-
ing to county and municipality?" 

And, question number three is: ",Which .. municipality has the most Port 
Authority.;..owned property within its borders?" 

Our response to these questions is: The Port Authority owns no 
"taxable" property in New Jersey. The schedules attache,d hereto contain break,;. 
downs by municipality and county in both New Jersey and New York of property 
owned by the Port A1.1thorit:y on which such payments in lieu of taxes as are 
permitted by .law are currently being made by the Port Authority and of Pdrt 
Authority owned bridge and tunnel properties on which, in accordance with law, 
no.in-lieu tax payments are.made. Also shown for each of the municipalities 
are the current assessed values and the 1977 tax rates .• 

The. New Jersey m1mic;!ipali ty which has the most Port Authority owned 
property within its borders is the City of Elizabeth. As the schedules indicate 
the Port District municipality which has. the most of such property.is New York 
City. 

The.next question. is: "If the Port Authority would be reqµired to pay 
'in lieu of' funds, what would be the impact on the Authority's fiscal status? 

What would be the effect on the.Authority's plans for the future? How would it 
affect the Authority's credit rating?" 

The Port Authority is currently making "in lieull of tax payments on 
its marine and inland terminal properties in both Ne"f York.and New Jersey. If 
the Port Authority were required to pay full taxes on its marine and inland . 
terminal properties in New .Jersey, the Authority would be required to pay 
$18 million more than.its current payments. If it was required to make full 
rather than in lieu.payments on its properties in New Y0 rk, it would be paying 
$74 million more than its current payments. 

I am certain that Mayor Dunn beli.eves in equality and fairness and 
that what we do for Elizabeth we m1,1s.t do for all other municipalities. So, 

' ,. . . '. . . . ' 

if we were to adopt·the formula in the proposed bill, we would be paying in 
taxes .to the municipalities an.d to both sides of the river more money than 
we show on our bottom line, therefore making it impossible for the Port 
Authority to carry on its activities and to undertake some of the programs ., 
we might talk about later. In effect, it would destroy the Port Authority. 

Without question, the Port. Authority's public.projects are dependent 
upon the Port Authority's .status as a tax exempt governmental agency employing 
its property for public purposes •. If its facilities had to .be financed, 
operated, ahd maintained with the prospect that they would be. taxed .as if pri v~tely 
owned, the Port Authority would have been unable to.undertake them. 

FurthE:lrmore, as our memorandum in opposition toS,;.,1639 demonstrates, 
. . . . 

if legislation was enacted which subjected Port Authority properties to fuH 
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taxes in New Jersey, it would, as I have said, to be legally valid,. nece$sar.ily 
accord to all municipalities in the Port District the same right, not only on 
Port Authority property but on all other publicly owned property. So, therefore, 
East Rutherford would finally be able to put the Sports Complex on the tax 
roll and reduce.taxes in East Rutherford to nothing, or perhaps show a small 
profit to be divided among all taxpayers. 

Furthermore, such legislation could be valid only if the State of New 
York enacted concurrent legislation which .would, of course, permit the City 
of New York full taxation of Port Authority property. Such legislation would 
cripple the Port Authority's.ability to ·serve the two states. Without question, 
full taxation of .Port Authority properties and the deficits such taxation would 
produce would have a detrimental effect on the Authority's credit ratii;i.g in view 
of the fact that the only base for that credit rating is the revenues of Port 
Authority facilities. For example, payment of full taxes at Elizabeth-Port 
Authority Marine Terminal, the Port Authority's only owned marine terminal in 
New Jersey, would increase annual operating costs by $11 million and sub-
sequently increase the deficits produced by those marine terminals. And, 
please take not that :t say 11increasethE;! deficits", not reduce the profits, 
because those. facilities are presently Operating at a deficit. And, furthermore, 
the Port Authority would be unable to recoup any of that payment because·the 
properties are leased under long-term leases without the ability to reopen them 
if we had to pay additional costs. 

The imposition of full taxes would have the immediate effect, however, 
of terminating construction at ·Elizabeth since it would be impossible for the 
Port Authority to rent those facilities on a self-supporting basis. Mayor 
Dunn referred a few minutes ago to the failure of the Port Authority to build 
on the property that it has leased from the Central Railroad of New Jersey. 
The very rea1;1on we are unable to build onthat property is that by the impo-
_sition of full taxes, we are unable to build at a competitive level and rent 
facilities in that area. Therefore, the land remains yacant and jobs are not 
created either in construction or_ employment there because of the tax picture. 

Full taxes on the Port Authority_owned properties in Elizabeth which 
are used as a part i::,f Newar:k. Internatio.nal Airport would add almost $6 million 
tothe facility's. operating cost. A significant portion of this amount would 
be automatically passed on to the airlines under t_he terms of the facility's 
master lease, thereby adding to the cost of doing business at Newark Airport 

. . . 
contrary to. the efforts being made at all.other public airports to reduce costs. 
Again, the airlines are a cornucopia that could serve out goodies indefinitely, 
but many of them are in v7ry serio~s financial difficulties and increasing and 
increasing costs will lead to their curtailment of service, the loss of jobs, 
and the loss of benefits to this region. 

In fact, as an aside I would like to·say that even the charges that 
we are entitled to charge the airlines under our contract are bei.ng deferred 
in order to help them through the1;1e difficult economic times. 

The Newark Truck Terminal is currently assessed at $5 1/2 million 
and full taxes would amount to over one-half million a year. Taxes at that 
amount .would be greater than the gross revenues generated by this facility .in 
any year of its operation since its opening in 1951. It should be noted that 
a recent appraisal of the value of the Newark Truck Terminal property indicated 
a market value. of approximately $2 milli_on, less than 40% of the assessed 
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value. 
Teterboro Airport, the only airport 6wriedby the .Port Author,ity, is 

operated by Pan American Wor'ld Airways under a: long-term operating agreement. · ... 
Under the';terms ot that agr~eil)ent the impositi6ri of fuU re~l estate t~es, 
. • ' , • ": , ' ' •. r~ 

which would approximate almost $1 million.per yej:1.r,would have to be absorbe.d 
by the Port . Authority beca~se .· under the terins of.· the agreement t>an American .· . 
wo':1ld be permitted to terminate the agreement 1,.f we attempted to pass such 
taxes .Ori. to them •. Termination of the agreememt would also involve the Port 
Autho;ityis required reimb~r~ementto Pan.Ali)erican Of approximately $7 million 
of U:riamor:tized investri)e,nt, $7 million•. that we wqui_d have to take out of our . 
. funds I f~ds that we ·can use for mass transportatiOil and for other benefits 
for this :r:;egfon and give it over to Pi30 ~Am~ricari, ·and. for what purpose? TO., 
give orie millic,ri to t;he'seven or eight residents of ireterbOro who aiready 
have the.lowest tax .rate in the State of N~w Je;rsey. 

As the att~ched schedules indicate, full taxe$ Ori the Port Authority 
owned p~operties in New York, which.would necess~i::ily follow.full taxation-in. 
New.Jers~y, would h,avetotaled $104,5.19,612.forthe .. year 1977.· 

Question riumber 5; ''What are the .economic trade-offs. involv~d here? 
For fostance; how many jobs ar~ ~rovided,in the State by the" Authority? Which 

. of the Port. Autho;rity; s operatiClilS provide the largest. number of j9bs? Wh.ere 
.do most Port Authority employees live? Are there any estirnj:l.tes of. _the total 
la}:)()r pool?" . • • . ,··.·. , .. · . 

. . r? responsE:!: The. public facilities. provided by the Port Auth~rity . 
not. only generate. supstantial emplQymen~ and p.ayrolls during. construction; . 
. but also . provide thereafter . ,;,hen they bec:ome operational,, many. permanent • jobs, 
as well as other sourci,es of :income. , It is relia);)ly :estimate¢! that within the 

• Port _Disti-ict, one p~rson .in every four derives I,_is i.ivelih~od from Port 
activities to which the Po:rt Authority'makes_significant and vital cont:r::i~ 
~utions~. 

. . 

The following table lists the numJ:>er,of jobs provided.by each of tpe 
Authority's facilities in New Jersey: • 

. Neiwark International· Airpor.t. p:iovides. 
Elizabeth'.'."Port Authority,Marine.Terminal prov;!:de~ 
PortNewar~ provides. 

·. J'oU:rnal Square Transportation Center provides , 
Teterboro Airport provides 
Tunnels aridBr:i.dge~ and Other Facilities provide 

6,100 
4,400 

,3;-200-
. 1;600 

· 900 
1,200 

·· .. jobs 
jobs 
jobs 
jobs_. 
jobs 
jobs 

For a. total of:· · 17,400 · jobs 
Of a total .of 8,200 permanent andtempo:C.ary PortAutho~ity a11d.PATH 

employees; 4;6QO reside.in New ~ork and3,600 in New Je~sey. '.Phe discrepancy 
between • the, 8 I 200. and . the. 1 7 , 400 are • those :people. who are employed . by stave- . 

. dorii:ig firms and airli~es arid are not di~ect E:!mploy.~es of.t)leP;rt Authority. 
This is out of a total .. labor force in New Jersey. of 3 .3 millic:>n. . .. 

Ano~~er aspect of.this proposa;L~hich;c~uld readi.{y be,overlooked .is 
its effect on the competitivepositi~n of the pert area. Now, I.think, Mr. 
Cha,irnian, members ofyour, Co~ittE:!e; arid Maybri;:>u~n -- Tom; if once in a while.· 
I sould like I . am being sly i~: my r~marks, ·. i ha~e great syrilpathy and respect 

' for your efforts and Your. determination. and it i~ only done in the' s~ good 
humor tha.t you used, when· yai sai~ ;r ha~ a lot of gall,. > So I I really want tp be ' 



"f 

respectful but I think it is·avery serious problem that you.are causing us to 
· focus on here, much .more important than people realize~ . 

We have made .. an analysis of .major United Stat.es i ports and their 
public authorities with particular attention to the methods of funding' for 
capital improvement~, revenues generated, overhead and maintenance expenses 
and monetary contributions returned to the_ municipalities or localities in 
which each of the ports is located. The ports studied were Boston, Philadelphia, 
Baltimore, Hampton Roads·, NewOrleans, Los Angeles, Long Beach; San Francisco, 
Oakland and Seattle • 

. In summary, we found.that t.he onJy port making payments•in.lieu of 
taxes is the Port Authority of New J"ersey~ The other ports pay no taxes nor 
do they make in lieu.of payments. •The ports of Los Angeles, Long Beach, and 
Oakland do make payments but only for direct services received such as police, 
fire, sewage, computer services, and cOnti;-ibutions to retirement plans •. The .. ' . . ' 

payments are made on a per call. or·use basis. The ports of Boston, Philadelphia 
and Hampton Roads llave commitments to repay their localities for the original 
cost of the facilities at the time of acquisition by the port agency, .costs 
paid for by the municipalities and localities. :ijowever, if those ports cannot 
meet the payments, eitp.er direct subsidies are received; as in the case of 
Philadelphia and H~ptoh Roads, or deferred, as in the case of Boston; 

Financing the development of new facilities parallels the commitment. 
' ' 

of the port agency in operations. Only in the. po;rts of New York and New Jersey, 
Boston, Long Beach, Los.Angeles, and Oa.kland is financing accomplised through thl;! 
;issuance of ;revenue bon,ds bac~d solely by the revenues of the agency, In 
l>hiladelphia, Baltimore, Hampton Roads, New Orleans, San Franci~co and Seattle, 
port development is provided by the issua_nce of ~ither general obligation bonds 
Qf the State or municipality, ·direct.appropriations or a combination of_both. 
In New Jersey, of :the $400 mi;Llion of value there, not one penny is the 
responsibility of the taxpayers of Eli:z;abet;h,_of Union County, or of the State 
of New Jersey. All of that was financed by l:;xmds sold to the public "."' to the 
inyestment public ,- .based on. the revenues .. to be derived and paid .to them, from . . . . . . . . 

the ovepall opE!rations of.thePort Autho~ity .. 
It is not only the-ports.listed above which are the beneficiaries 

of various forms, of state or loc:al aid, theJocal situation which is particularly 
relevant here is not.different. !n, New Jersey, the South Jersey Port Corpox-a-

' ' ' 

tion is the direct beneficiary' of financial assistapqe from the State Treasury. 
And you and Senator Tumulty and Senator Garramone, in approving t.he budget· 
for the State of New Jersey every year, have app:c:oved monies in_that budget 
to be paid _to· support_ thl;! indebtedness of the South Jersey Port Corporation -
something you don't do for th~ Port Autho:i::ity .of Ne\'/York -and New Jersey. 

' ' 

In New Yor~, the Pprt of Albany;. in .recent years, has 'had the benefit 
of a state loan and ~tate capital. grants • 

. For all the foregoing reasons we are· firmly convinced that s."."'1639 

not. only is constitutionally defective and thus co~ld not be lawfully imple-
me11ted, but also eI!lhQdies a policy which would,, if adc:>pted, be inimical to the 
best ihterest;s of the State of _New Jersey. 

~r. Chairman, we have attached _here tables that give you the .j.nfor"." 
mation ,that was ;eq:11ested on the location of the Port Authority facilities, 
the current assessed, valuation, the tax rate and what the taxes would be if 

13 



they were assessed,and .taxed at the current rate. 
Mr. Chairman, it is appropriate that this hearing is taking place the 

day after the settlement of a: disastrous dock strike .and,it helps me to-point 
out that all of the important issues behind the dock strike were efforts on 
the part of the ILA .to equalize labor costs among.the ports; to try to remove 
one of the disadvantages tha:t this port area.has. We have a number of dis-. ' . . ' ,· 

advantages here. Until recently, we had higher labor costs, higher drainage . 
costs, higher railroad costs and. the fact that the shipping that is generated 
in· this area iS---·:f:i:Offi--manufacturing that i_s not·· a.Vailable ·beC.al.ls·e .the -·inanu·factur~ng has 
left this. area. And, if we add another disadvantage to. that razor thin 
difference .that exists now between most of out competitive ports, we will con-
tinue to assist in the deterioration of the Port and the jobs and the importance 
to our economy. 

I think we have .to think of the overall picture. The answer to the 
problem that Mayor Dunn is--so correctly concerned about, I think the current 
Legis1atui::e and the current Governor of New Jersey have addressed in the only 
reasonable. and practical and honest way they can and that is by the imposition 
of. a. tax that fal.ls upon those. people who have the ability to pay and doesn't . 
depend upon whether you have a community of homes.or a community of factories 
or a community of Schools .or a community of ports. That income is to be 
distributed to the communities according to their need and that is the purpose 
of the income tax,which it appears now is going to be with us and perhaps will 
be reformed and revised to be more equitable. It is .the key. It is the 
foundation for solving this problem and not by trying to find an easy way out 

I· 

of admittedly a very difficult situation in Such urban communities as 
Elizabeth, Newark, Jersey City, Camde.n and others. 

Mr. Chairman,. I will just take .30 seconds to tell you.very quickly 
. . 

where we hope to go with. the Port Authority. in the future, but. first .let me 
preface it by saying how I, as the new Chairman of the ,Port Authority, view 

· our relationsh,ipwith the State of New Jersey and. with the State of .New York, 
I do not view the port Authority a$the third leg - or the third 

point on a triangle, consisting of the State of New York, th.e · State of .New 
Jersey and the Port Authority~ It is my view, and it i$ shared., I believe, 
by a majority of the Commissioners who a:re now serving on the Port Authority 
tri.at the.Port Authority is exactly what it was created iri 1921 to do, and that 
is to serve as a tool, as an instrument of the two states to acr:::omplish those 
things which it can do better than any qther state agency can do. We will 
carry out those responsibilities, either ideas initiated by us or by the 
legislature of either state, that can receive the approval of the legislatures 
of the two states arid the governors of the two states, because it is. only 
from. that source that We have the authority to undertake projects and programs. 
It is because of the p.irection that we receive that we are going to proceed 

. . 
with large projects in mass transportation in the amount of $400 million. 
One·hundred and sixty million dollars is currently being spent for an expansion 
of the bus·terminal at 42nd $treet in New Yo:r;-k, which.principally serves the 
citizens of NE!w Jersey - more than any other from the county in which we are 
having these hearings, from Bergen County. 

One hundred and twenty million dollars additional will be made 
available as plans are developed .in cooperation with the Department1:1 of. · 
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Transportation of the two states for other transportation facilities in both 
New York and New Jersey. 

In addition, we are studying two other important areas that we think 
the I>ort Authority can serve and serve better than any other agency. One is in 
the area of economic development and we are currently studying three locations, 
one in New York, one in Jersey City, and one in Newark. We are proposing to 
develop industrial parks which would be Hnanced and developed and constructed 
by the Port Authority for development by private enterprise, with the con-
struction of buildings and job opportunities.· 

We are attempting, in the concept of these industrial parks, to. ·assist 
the urban communities in which they will be located by providing in them the 
key amenities that have led to the shift of industrial facilities to the 
suburban area. We think our plan will permit us to do that. 

A unique feature of each of the three plans is a resource recovery 
project where we hope to turn garbage into energy and provide to the user 
or the occupants of the park, energy at lower than current rates, one of the 
disadvantages that has caused us to lose industry in our urban centers. 

These two programs of industrial development and resource recovery 
are programs tra t we hope to develop in consuJ.tation with the legislatures 
of the.two .states and the governors of the two states and the appropriate 
cabinet officers of the two states. 

The other area in which we hope. to be active in the future, in 
addition to providing capital funds for public transportation, is to re-
assert the original role.of the Port Authority as a J.eader in tran1;1portation 
planning, to work with the transportation departments of the two states and 
the counties to develop plans to improve both passenger and freight trans-
portation in this area. 

I would be glad now, .Mr. Chairman, to answer any questions that you 
or the members of your Committee might wish to addres.s to me. 

SENATOR GARRAMONE: Commissioner, ·Senator Tumulty requested us to 
delay asking you any questions. We do have:-ahumber of questions that we 
1,0uld like to po_se to you. Maybe we could give you a chance to grab a 
glass of water and get your vocal cords in order. Senator Tumulty has a 
request. 

SENATOR TUMULTY: Mr. Sagner, in the audience is the Chief.Assessor 
of the City of Jersey City, Miss Jeffers, and She may have some things that 
she would like to say which might lead either Senator Garramone or myself to 
seek some enlightenment from you o.n. So, if you wouldn't mind, we would like 
to defer your questions until l call upon Miss Jeffers. 

COMMISSIONER SAGNER: I am at your service, Senator. 
SENATOR TUMULTY: I just want to say to you, I didn't take your 

pulse today but I am sure you don't have ice water in your blood. As to your 
gall bladder, I am not· a doctor, I · couldh' t comment on that. 

COMMISSIONER SAGNER: You are a scholar and the little bit I rememb.er 
from my Latin is that Gaul is divided into three parts so there is enough for 
everybody. 

SENATOR TUMULTY: This, Mr. Chairman, i.s Miss Jeffers from the Jersey 
City Assessors office. ·she handles all the assessments of the City of Jersey 
City and has for many years. I think I can say, without :!:ear of contradiction, 
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she is probably the best informed person in Jersey City on our local taxing 
process. 
MA R G A R E T J E F F E R S: Thank you, Senator Tumulty. Senator 
Garramone, Senator Tumulty, gentlemen: I was not aware of this meeting until 
very late yesterday afternoon and! was very interested in both speeches 
this morning •. 

I would like to say, for the record, that Jersey City - I don't see 
it appearing here - does receive $86 thousand in lieu of taxes for the so-called 
bed of the old H & M.·::. the ·Hudson arid Manhattan Railroad - which became PATH. 
As far as the rest of the property in Jersey City, we do have access routes. 
to the Holland Tunnel which would have to be .... there anyhow. But, our main 
improvement today is the Journal Square Transportation Center. 

I would like to cal.l · to your attention the fact that while the figures 
are undoubtedly what they appear in the 1977 book, the proper value of that 
transportation for the exempt role is going into the 1978 book. Our map people 
had to go to New York and make sure we had the whole plot because it was an 
accumulation of very many pieces Of property. Now, we have the property 
clearly delineated. I llope to get some information from Port Authority as 
to cost figures so that at least in our exempt role we will have the proper 
kind ,of a figure. This figure that says Journal Square Transportation Center 
of $2 million is what was there before. The Terminal itself, I would not be 
surprised; would run more like $.75 or $80 million. That is not a correction. 
This is according to the books, but it doesn't give you ;the proper picture of 
the situation ·in Jersey City. 

SENATOR GARRAMONE: It is not refleci:.iveof what the true value ofthe 
property will be at the present time. 

MISS JEFFERS: Right. I thank you~ 
SENATOR TUMULTY: Miss Jeffers, do you have any idea - or any concept -

of what the PATH center brings into the economy of the City? Have ypu taken 
that factor into consideration? 

MISS JEFFERS: No.,. no more than I found out today, that there were 
1,600 employees in the Journal Square Transportation Center~ However, there 
are uses there that are not strictly public uses - stores, banks, lobby opera-
tions, whichwou.ld not be Port Authority employees. So, I don't know. I 
would think that would not be in the 1,600 count, like Shoe World.and the 
newspaper stands and things like that. But, there are quite a bit of non-
public-- I mean, it, is property that is not exactly in public use in that 
Journal Square Transportation. 

SENATOR TUMULTY: Well, without putting you on a spot, are you 
basically in agreement with what Mayor Dunn said here today? 

MISS .JEFFERS: Yes, basically. 
SENATOR TUMULTY: Do'you support Mayor Dunn's bill? 
MISS JEFFERS: I support getting enough taxes from tho Port Author::i ty 

that would help the City. 
SENATOR TUMULTY: Do you have some .substitute? 
MISS JEFFERS: I certainly don't feel that we can go to the point 

where we qan ruin the Port of New York Authority. There has to be some balance 
in between, I would hope. 

SENATOR TUMULTY: In other words, are you saying that you would favor 
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an update of the original formuia? 
MISS JEFFERS:· Yes. 
SENATOR TUMULTY: :ts that what'you are saying? 
MISS JE.FFERS: · Yes, that I WOl;lld fa~or. 
S~N.ATOR GARRAMONE: Thank you. 
Alan, do you want, to :joi.n us? I' have a I}.uml>er of questions here. .My 

·source of. information realiy is pretty rtiuch some of the sbite~~nts the. Port 
has made over the years, the'. ' 76 annual report, newspaper clippings we· have 
had and so~ of the studi~s made. ..One specific study was made by the Assembly_ 
Transportatiqn Committee in 1976, I believe, where.they were addressirig them-
selves to why .the toll increases •. So, there is a whole spectrum of questions 
I have and as I have indicated earlier, the.focal point is Senator Dunn's 
bill, .the in lieu tax payments. Maybe there is some· direction we can obtain 
from you rather than, yes, it is a problem but let'- s leave it alone: w~ are 
going to take the personal income tax as-a solution •. I don't really think 
you said that - I hope you haven't. Maybe it is a separate question on to 
itself and, .yes, the· overall tax .picture in the State is all part of it -
they are all interrelated. 

But, specifically, this in lieu pro:biem that Senator Dunn di.d raise 
is the·focal pointof this hearing. Is.there.some other solution.that you 
see that doesn It impede . the progress of the Port I its goal' 'and what -would you ' 
suggest should be the handling of tha.t problem?. I recognize wh.at you are 

' ' ' 

saying, that you feel it is unconstitutibnal, and .ilso the strong arguments 
that you have made in support of your .preeent position, - but I . do ¢ietect some-
what in this- internatiop.al · Israeli-Arab approach that, you know, there is·. ·· 
always a door where we can negotiate something a little better. 

So, cah I ask you, Alan., 'do you see a changing of that .in the tax 
formula that doesn't hurt you, yet offers some -recognition to the over 200 

>-!· 

municipalities that you really are in intimate contact with? You might. 
help them somewhat. 

COMMISSIONER SAGNER: To carry :(OUr analogy, Senator Garramone, I don't 
want to be. the Syria of this .purely Arab matter. -But,_ Lwill .be~ I think 
when you start talking of·. payment of taxes by -a state a<;1ency, you are talking 
abol;lt destroying that>agehcy. I have to tread very carefully here. because I 
am in support"" and :i,t.might be contradi~tory. "'.' _of the concept .of government 
agencies who have a large.property in a muilicipality making some payment in 
lieu of taxes, as your very respected Leg;islature has,. I think,_ made the 

- initial steps, ~o do in the last .. few years. An approach .is being made where if 
a municipality has prisons, colleges, ho.spital1:1 that are state sponsored,, 
the St;ate· .has an obiigation to . make, -some. payment. to those communities, 
such as Newark and others, that are burdened with those fac~l:ities. 

But, I will back o-J;f. from that and say that even in that case the 
Port Authority is not in that category .bl:!cause it lacks what the State has -
the authority to ·tax •. We are a business _created by the ~tate to carry on 
its activities in a business.;,.like_way·and it was vf:!ry•clearly spelled out 
that we should not be .taxes because we could be taxed, espec;:iallyon an 
ex post facto basis. We.cannot go t<;,.the investment public and .. say, le.nQ 
us money to build something. Here is our proforma. This is, what we are 
.going to hav.e and this is how .we are going to pay you back. We are dead the· 
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day tha.t happens • 
SENATOR .GARRAMONE: Well, I think·maybe you touched on the general purpose . : . 

of this Committeehearing. What is your role to be in the future? Does 
every venture that you embrace show a profit? Nc;,w, even your past history will 
demonstrate that that is not the case. Your overall picture should be one that 
is profitable and serves the purposes of both states. How are you going to 
make this decision? Are you going to make it unilaterally, or are you going 
to make it with the assistance of both legislatures? 

COMMISSIONER SAGNER: When we undertake a project, we cannot-- . · You 
know, we are like the joke about a fellow who says I am working for a non-
profit organization but it wasn't planned to be that way. We don't, normally, 

'" go into projects that will not be self-liquidating. ·There are, because of 
changing t;i.mes, projects that the Port Authority has undertaken that are not 
profitable. 

I will give you several examples •.. · One of the most notorious is the 
passenger ship terminal. By the time that came on streQlll, the last trans-
Atlantic ocean liner went out of. business. Perha.ps with better thinking it 
could ha.ve been foreseen that that was the trend, but it was bu;i.lt. It was a 
loser, has· been a. loser, and the prospects of it not being a lo.ser are very 
good. But, it wasn't planned that way. The Union Terminal in New York C::ity, 
was probably the first facility built by the Port Authority, if :tam.correct 
on that. 

SENATOR GARRAMONE: Where is that located? 
COMMISSIONER SAGNER:. On 9th Avenue? 
MR. MULHERN: 8th and 9th Avenues and 15th and 16th streets. rt is 

the original Port Authority building. 
SENATOR GARRAMONE: Oh,. yes. 
COMMISSION.ER SAGNER: Incidentally, I d:id not introduce Art Mulhern, 

who is the counsel for the Port Authority and Jim Conly,who is in charge 
of public information., who will help me field some.of the questions on things 
that took.place decades ago. 

SENATOR GARRAMONE: They don' t look .tha t old. 
COMMISSIONER SAGNER: Senator, the .projects that the Port Authority 

will go into, in order for them to finance them without putting a burden on 
the taxpayers of this State, have to be planned to be self-liquidating and 
we will not undertake them unless the Legislature tells us - or.· authorizes 
us - because otherwise we cannot do it. 

SENATOR GARRAMONE: t understand what you are saying there,. Alan.· 
Your emphasis was.placed, in your summary, on the fact that you are involved 
now - maybe more dramatically than ever before - in mass transportation.. You 
have the bus terminal complex, which I understand. is strictly Port money7 you 
don it have any )federal or State money going into that·~. You. are expanding that 
facility in New 'York. 

But., you are involved in transportation. There has been ta;k about 
the PATH extension and I would like to hear your think,ing on that and about 
coming to some terms with the present bondholders. so that you can go into 
mass t;i::ansportation. I would like your thinking about that. 

You . also opened up two other .areas - .the economic .development, the 
industrial park- the three locations - and ,resorts rEicovery. No\\'., that is . 
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rather fascinating because that becomes a nationwide problem and I have seen 
some examples of this, specifically in Milwaukee, where priv~te industry has 
come in wi.th the City. of Milwaukee and done quite · a commendable job in terms 
of turning garbage into something that is usable. 

So, I am interested in this area and it would appear to me ~n the 
mass transportation field and from your annual statement, that you have a loser 
in the paddock in the PATH operation. You have a loser in the World Trade 
Center. That doesn't seem to make any money for you. Where.do you make your 
money? You make it out of the airports, or I am misreading where your income 
is derived from, So, I am interested in that. 

I see that your total income for this year.is, what, about $450? 
Is it $450 or $500--? 

COMMISSIONER SAGNER: Your total revenues would be over $500 million. 
SENATOR GARRAMONE: About $500 million. That is your total revenue. 

You have indicated in your report -- how much do you get from the Federal 
Government? Is it about $180 or $200 million for these projects? 

COMMISSIONER SAGNER: It varies. We get money from the ADTF - the 
Airport Development Trust Fund. I think we have gotten a. few study grants 
from Urban Mass Transit for studies that we are doing. But, that is not on a 
any formula basis. It is on a discretionary basis and we get them when 
application .is made. 

SENATOR GARRAMONE: What does that average out to be? 
COMMISSIONER SAGNER: I don't have those figures with me, but principally 

it would be our grants for the airports, out of the airport fund. This is paid 
into the fund .out of.the ticket sales of the airline users. 

SENATOR GARRAMONE: From what I was able to discern in the statement, 
at the end of your annual report you identified some contributions from the 
Federal source but it wasn't totally clear to me what that total amount would 
be. I wonder if you justcomment, Alan, on this mass transportation. What 
specifically do.you.have in the future of the Port Authority besides the 
expansion of the bus terminal inNew'York? What is it we can do to.get the 
people moving from our two states and how do you get them to maybe utilize 
that facility much mo:te effectively than it is presently being used? 

. ' 
I notice that you have a great deal of traffic going over the.bridges, 

which is basically cars. Does that handle the bulk of the number of people 
that cross the bridges and tunnel~'] Automobiles as opposed to buses - which 
handle the maximum number of people? 

I have a lot of questions here,·but I would just like your general 
thinking on this whole mass transportation. I would appreciate it. 

COMMISSIONER SAGNER: The majority of the trips to New York City 
are still by individual car. 

SENATOR GARRAMONE: Still by individual car? 
COMMISSIONER SAGNER: I don't have a breakdown on that, but we have 

been encouraging bus transportation by the use of bus lanes, which is an 
example of cooperation between the State, the Federal Government, and the 
Port Authority. There was a three-way funding program to build the .. bus lane 
in the Lincoln Tunnel, which is very successful and saves a.lot-of_ time for 
the bus commuter. And, in -the expansion, the overdue expansion and improvement 
of the bus terminal building, we are trying to encourage people to come into 
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New York by bus. We are trying to encourage people to come into New York 
by car pool by giving a very great differential in tolls for car pool, as 
opposed to the individual. 

SENATOR GARRAMONE: Has that been successful? 
COMMISSIONER SAGNER.: No. 
SENATOR GARRAMONE: It has not. been? 
COMMISSIONER SAGNER: A very small percentage of people are using 

the car pools. 
SENATOR GARRAMONE: Have you considered dropping the.tolls during the 

non-busy hours? I experienced this. out .on t~.~ West Coast, going from Oakland 
to San Francisco. If you ride with three people you don't pay anything. 

COMMISSIONER SAGNER: We have a study underway which·we would. have 
done anyway. But, it. is a requirement, fortlie approval of the Federal 
Highway Adrliinistrat9r for. our toll increase, that we do. ·a study on time of 
day and variable tolls and we have a year in which to do that and.that is 
being done. 

In mass transit - and you know, Senator, that there people who have· 
great expectations that are at times not related .to reality for the role of 
thE:! Port Authority and what it can do. If you. look at the Port Authority's 
statement, which you have there, we are not broke. We have reserves. Those 
are reserves that are required by.law, by covenant, to maintain for the protection 
of our bond holders,.. our bond holders who have. purchased bonds from the Port 
Authority in excess of one billion, seven hundred million dollars. These are 
reserves and when you put them against that amount of debt they are not an 
unreasonable amount of money whem. only the income of the Port Authority is 
available to repay that huge debt. So,. these are prudent reserves and must 
be kept as .reserves. 

But, if you look at the statements that were made whenSenator 
Williams was here, about the heeds for mass transportation ,-when he was 
here at the National Transportation Stuciy ·Group a.few weeks ago - and if you 
review what was said at that time by.the Department of Transportation of the 
State of New Jersey, their needs are beyond the.capacity not only of the Port 

• Authority to meet th.e capital needs of the State, but the State and the 
Federal Government. Our heed$ are that great. So; it is a que$tion then 
of priorities and planning.to see that we use our resources in the most cost 
effective way. 

The Po:i:t Authority is pledged to share some of its profits and to use 
that money for mass transportation, as I have described to yoµ earlier - some 
$400 million. This will not resolve all or even scratch the surface of the 
needs for mass transportation • 

. . What we hope to do is to use the money in the most effective way I in 
·cooperation with the State and the municipalities and the counties within the 
State, who are getting more involved in mass transportation. 

SENATOR GARRAMONE: Al, what do you have planned for the other 
$240 million?· You have the $160 allocated to the bus. terminal. What are 
you going todo with the oth~r money? 

COMMISSIONER SAGNER: $120 was originally to go to the PATH extension. 
SENATOR GARRAMONE: Is that t:he. Plainfield--? 
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COMMISSIONER SAGNER: That is the PATH to Plainfield. 
SENATOR GARRAMONE: What is the status of that? 
COMMISSIONER SAGNER: Well, the thing has been put on hold because 

the Supreme Court decision made it impossible for the Port Autr.iority to 
carry out that obligation. In the last six months we have been involved in 
a political·campaign and it is not the time to make rational decisions and 
long-term planning•· I . hope to meet with the Governor' s staff and people· from · 
the Department of Transportation and make a very important decision. 

SENATOR GARRAMONE: Now; the Feds are offering how much supplementary 
funds to · that? 

COMMISSIONER $AGNER: The Feds have pledged up to $157 million for 
improvements in that corridor. And, as far as the Federal Government is con-
cerned, they are willing to swing either way. They will go to the PATH 
extension or they will go for an upgrade of the CNJ, it is up to New Jersey 
to make that decision. We hope very shortly to decide whether we can wait 
until we go through with our effort to remove the effects of the covenant 
and make the money available for rail, or to make a decision to use the 
money for some other purposes tra t the State might want us to use it for. 

SENATOR GARRAMONE: What other mass transportation projects did you 
have in mind, Alan? That takes care of approximately $280 of the balance of 
the money. 

COMMISSIONER SAGNER: Well, there is $400 million, $160 for the 
terminal, and $120 million for each of the two states and that eats up your 
$400 million. 

SENATOR GARRAMONE: I have $160 and $120, giving me $280. 
COMMISSIONER SAGNER: And $120 for New York. 
SENATOR GARRAMONE: Oh, for New York. Okay •. So, that is really 

the limit for mass transportation. 
COMMISSIONER SAGNER: ·At this go-'round. If at some time when we have 

digested this and we continue to have profits over and above our needs for 
reserves and for other activities, we can then decide, in col')sultation with the 
two states, what would they like us to do with that money. The Port Authority 

.is not private.enterprise: it can't declare dividends. We can't take helicopter 
rides anymore, or take our wives to Europe, so we have to use the money to 
the benefit of the two states. 

SENATOR GARRAMONE: Is that a statement of new policy? 
COMMISSIONER SAGNER: Well, -I just returned from a two-week trip to 

Europe with my wife and she paid for both of us. 
SENATOR GARRAMONE: Maybe we rieed a riew subsidy for the Port. 
There has been some talk about how mass transportation'· s projects seem 

to have a deficienc-y: to them. They are great energy users. Do you run across 
this at all? 

COMMISSIONER SAGNER: Well, they are energy users--
SENATOR GARRAMONE: This would suggest that you better redirect your 

thinking and your planning on new techniques that are not abusive of energy 
and.yet will move people from spot to spot. San Francisco was pointed out. 
Their system is not a particularly efficient energy .user. rs.there any 
study going on within the Port's great engineering empire? 

COMMISSIONER SAGNER: I have a favorite saying, Senator: There is no 
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free lunch. If you want .. to move people, you are gO;i.ng tq use energy a~d there 
are no secret ways to do that. The. only efficiency that I know of is, the 
more people you pack on the 'bus or the train, themore•energy you save.· 

S_:im'ATOR (l.f,RRAMONE: You have taken the subway to -BropklyI), I gather. 
CbMMISSidiil"ER SAGNER: We have another ex~iting proj-ect that we a~e 

working o~ c~ncerning mass transportation that was recalledbythat·statement 
I just made about pacld.ng-::'.more people--on; and that is l~tt:l.ng people know what -
is available in. mass transportation. We .a:re working on a_ project. now fer clil -. 
area-wide informatfo~ system that the Port Authority would like to-undertake. 
We have talked to the .Federal Government about 'their financing part .of it , 
and they have been very receptive. We will have a single nwn}?er wh~re anyone 
can call from anxwhere in the Port district and find_out how to get from point 
'a' to point 'b' ._ pubiit transportation, where it is available, what the 
schedule isi what the transfer points are; how much it-costs. It.is a very 
~laborate system and we will have a more thor.ough announcement of it at the 
right time. 

But, those are the :types of th;i.ng1;1 that 01,1r planners - our t:ran~portation _ 
people "'.". are working on to serve this :region • 

8,200 
. S.ENATOR GARRAMONE: Let me ask you this, Alan,. you have·:appi:'ox.imately 

. . . . 
people that work for the Port 

COMMISSIO~RSAGNER: That 
·• SENATOR GARRAMONE: Of thE:! 

Authority and PATH, is. t~t correct? -
is•.- approxi~ately ~ight. ·_. . .. _ _ ·- . · . -· _ 

8,200, can you block out what theil;". functions 
are? _ How many are in planning, . how many are. in an ex_ecuti ve capacity, and • 
how many are out in the "doer11 role at your.facilities?· Do you have that 1;10:rt 
of -a breakdown? 

COMMISSIONER SAGNER: I. have 'something - but I do~ It know· if I have 
it with rile -- tha:t has that breakdOwn. 

·. SENATOR GARR.AM~: Weil, ~ow m;;1ny of the 8,200 peopl~ do you_ employ 
at your headquarters at the World Trade Center? 

· _COMMISS·IONER SAGNER: I wiiJ. figure that· out for you. 
SENATOR GARRAMONE: Whatthis, leads to, Alan,. is that you have a good 

annual .. report here but you leave a lot uns~id also iri ·terms of your in-house . 
operating faciliHes. . Yo,u. kno_w, what are the var_ious groups,. doing and what.· 
is the allocat;:ion in - term1:1 of,_ these groups?· -

COMMISSIONER SAGNER:. I have a_ suggestion. I w;i.11 ask .Jim Conly. 
to make_ a note . of · that. I think more of that ·. th,e of info~mation should. be · 

.· .. ·.· . :- .· 
'· . ·. . ·. . . iri our report. 

SENATOR GARRAMONE: 
not interested in "what every 

;.~uld be lri~erested in.your break-up. I~ 
pE:!rson does. I just intereste_d :in general areas -

where is your p~anning, etc.? ' . 
COMMISSIONER SA~NER: . How·many peop).e in·each. Operation? r· just don't 

have that. ~t my fingertips .• 
SENATOR DUNN: I would like to have how many live in Elizabeth and 

work in· Elizabeth. 
'SENATOR· GARRAMONE: 
. . . , . 

Well, ram sure you can get that. Mayor Dunn 
would liketo know l).ow many actually li.;,e in Eiizabeth. 

Another question I have -:of the 8,2o0employees, how'many 
. . . of th$' 

are women? 
COMMISSIONER SAG~: .. I don-'t-kpow. 



SENATOR GARRAMONE: Do you have any·idea? 
COMMISSIONER SAGNER: We will get that information. 
SENATOR GARRAMONE: As you look around your executive talent, do you 

find many women .in other than secretarial positions? 
COMMISSIONER SAGNER: Yes. 
SENATOR GARRAMONE: You do have? .,, 
COMMISSIONER SAGNER: Yes, some of our top planners and managers are 

women. The secretary of all the three officers is a woman. 
SENATOR GARRAMONE: I see. Okay. I wouid be interested in that. 

. . 
i: · would su,i;fgest. that maybe your report might expand in that direction. 

Also, the various groups in your operating divisions, you don't specifically 
show who makes a profit and who doesn't make a profit. I think there is a 
general summation. 

COMMISSIONER SAGNER: Well, there is a reason for that. 'What the Port 
Authority has attempted to do is to present to the investing public the overall 
operation o:f; the Port Authority.· We sell a consolidated bond that does not have 
to depend upon the profit or loss of any one facility. All of the facilities -
and that is one of the unique things that I believe is central in the success 
of the Port Authority - and all of the income is pledged for all of the bonds. 
So, as times change and one area slips out of profitability to unprofitability 
and back again, the security of the investor is not affected. They look to the 
bottom line of all of the activities. 

SENATOR GARRAMONE:. All right. 
COMMISSIONER SAGNER: We.have that information and we would be glad 

to share it at a Committee meeting ~r with the members of the Legislature. 
It is.not necessarily in our annual report. 

SENATOR GARRAMONE: One .of the points you made, Alan, was the 
reserve funds: I think you set aside - i.t. is stipulated here - two years 
mandatory bond to debt service. Now, is that in excess of the 10% of what 
you have outstanding or is that equal to the 10%, or have I misread this? 
Are you overcompensating in terms of what you are holding aside in the 
reserve fund? You have $1.7 billion out and I think you have--

COMMISSIONER SAGNER: One point seven. 
SENATOR GARRAMONE: It is $1.7? 
COMMISSIONER SAGNER: Yes. 
SENATOR .GARRAMONE: And you have two years in bond debt service that 

you do put aside. You make that statement. Is that in excess, do you feel? 
COMMISSIONER SAGNER: No, we feel that in an agency in these times 

that does not have.the ability to tax, it is prudent. Our financial 
advisors believe thc!-t the size of the reserves that we have. is a prudent 
amount in order that we may sell our bonds at an advantageo1.1s rate. 

SENATOR GARRAMONE: Okay •. Now, that decision was made some time 
ago. Has that been reviewed? 

COMMISSIONER SAGNER: It is constantly reviewed, yes. 
SENATOR GARRAMONE: You haven't made any movement on that. That is 

the reason I raised the question. 
COMMISSIONER SAGNER: Mr. Chairman, in fact .in the study that we are 

now doing on the new bond issue that will replace all of our present indebtedness, 
these issues that you are talking about are being reviewed because here is the 
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opportunity now to change those problems. So far; the people t:qat are advis-
ing us - and we have leading financial people and business.people from the two 
states doing that - say.that we leave those reserves the way they are. 

SENATOR GARRAMONE: All right then would you clear something up for 
me that is not too clear in my mind? You talked of the 10% res.erve and then 
we talked about the two years mandatory b::mded debt service. Is this one and 
the same and if it is not, how is it different? 

COMMISSIONER SAGNER: We will get that for you. 
SENATOR GARRAMONE:, That information is not currently available? 
COMMIS9IONER SAGNER: I want to be more accurate on that. 
SENATOR GARRAMONE: Okay. Fine. I would be interested in that piece 

of information. 
Let me a~k Senator Tumulty to take the mike while I go over some of 

my other papers here. 
SENATOR TUMULTY: Commissioner, have you ever read the book i•The·c..._ 

Power Broker"?. 
COMMISSIONER SAGNER: Yes, sir. 
SENATOR TUMULTY: It is in some respects critical of Robert Moses; 

who .I think is a really great man and I _dcm' t agree with most .of the criticism. 
He accomplished very much in developing the par,ks and the transportation systems 
of the,State of New York. I think the thing underscores.one thing, and I think 
that is one of the problems we have to deal with here - that there are 
problems that come with bigness. 

COMMISSIONER BAGNER: Yes. 
SENATOR TUMULTY: I think yhe_danger here with the Port Authority. 

is that the p1,1blic is getting the idea that this.thing is getting to be 
an octopus-type operation and when a thing gets to that stage it do.es present 
problems. 

Now, ·one of the tllin,gs that I think is disturbing in the public 
mind at the present time - and I think you, since you have become Chairman, 
are striving to cope with - is., the public didn't like some. of the disclosures 
that have come in recent months - arid I am not going to go into that. You 
know what I am talking about. Also, in my experience over the years as a 
member of t;he Senate, I have noticed on the part of some of the Commissioners 
an attitude that they are high and mighty - an attitude of.arrogance. This 
is what comes ;Erom too much power .and. this· is a thing I .. think you will have 
to be wary of in_you.r time as Director- and I am sure you will. They are 
accountal::>le to the public. There is no question but what Moses in New York 
did many great things, but what he did has now; over the·years, presented 
some problems ,md the Port Authority is presented wi_th the same thing. This 
is the thing that I seek to emphasize here today. 

. . . ' . 
It is true, as I.see it, that if you didn't have an autonomous agency 

as they have had in New York and as you have with the Port Authority, you_ 
couldn't accomplish by other means what has been accomplished here. There 
is no qu.estion about it. 

Without being an advocate of the Port Authority - because I am going to 
::i'ipeak · about Mayor Dunn' s position in a minute -- I · suppose it is tru_e and 
i s·uppose, without putting words in your mouth; you would say that the overall 
advantages gained by the operation of the Port Authority are something that 
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can• t be traded in dollars and cents ,and, therefore, the Authority takes the 
position that we shouldn't pay taxes, or W!=\ can't pay taxes. This is very 
true, as I see it. A great public benefit has been gained. But, if the 
Authority is going to continue to increase the scope of its operations, if it 
is going to become bigger and bigger, aren't the municipalities and the other 
government entities involved going to be kind of caught in the squeeze if some-
thing isn't done to equitably treat them? As Mayor Dunn says, Elizabeth has 
not been treated and Miss Jeffers of Jersey City has not been treated. 

What I am getting at is this: I think you have to concede that on 
$400 million worth of real estate in the City of Elizabeth, to get a return of 
$65 or $63 thousand is very little and in Jersey City $86 thousand is very 
little. Now, I understand. I know Jersey City certainly much better than I do 
Elizabeth and I know that the PATH development at Journal Square has been a 
great thing - something that we couldn't do with local financing in Jersey City, 
that's for sure. And, therefore, equating it in terms of that advantage, you 
can't do it in dollars and cents. But, even so, the money, the revenue, that 
these municipalities receive, it seems to me, is very small, even taking into 
consideration the great advantages that your Authority beings to a community. 

Do you have any suggestion as to any kind of a formula that could be 
adopted that would alleviate the situation of the municipalities without putting 
yourselves into a bind also? 

COMMISSIONER SAGNER: No, I don't, Senator, because I think if you 
open that door, I don't know what you _would find on the other side of the 
door. We would have a situation where if we were to return to. Elizabeth 
a fair amount, based on $400 million worth of property - $400 million worth 
of property that would not have been developed if it were taxable-- Just as 
the land we leased from the railroad - we tried this - has not been developed 
because we can't develop it. The equation doesn't come out if you have to 
crank in full taxes. 

SENATOR TUMULTY: I am not suggesting that. 
COMMISSIONER SAGNER: Well, once you write a law, once you change the 

rules of the game, you have to live by the rules of the game and it has to 
apply to everybody. It has to apply to Elizabeth, to Newark, and to Jersey 
City. It also has to apply to Teterboro. It also has to apply to New York 
City. We would have to pay $107 million to New York City and you would 
effectively destroy the Port Authority. 

Now, we are willing, and have asked Elizabeth and the other cities in 
which we operate, to sit down and let us see what it costs you to provide _ 
those services that we provide and iet's see TE.we.are, in our payments, cover-
ing that. I don't know that there has been a satisfactory conclusion to those 
discussions. But, that is as far as I am willing to say we should go. 

SENATOR TUMULTY: But, you do suggest something like that and that 
could be a periodic thing. 

COMMISSIONER SAGNER: We would sit down and see what it costs the 
community to provide us with the services - the actual out-of-pocket expenses -
and to see where we are in relation to the payments that we are making. 

SENATOR GARRAMONE: Alan, I have a few more questions, if you will. 
I am interested in knowing if you have developed a line of communication with 
the Congress. The reason for this is, you talked about Federal funds and from 
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what I can discern here, I think in the last fiscal year you picked up $150 
to $160 million in Federal monies for various projects. At least that is what 
I discern from your report. But, you made a point, Alan. There are a couple 
of notes here. Conrail really doesn't treat us particularly fairly here in terms 
of their rail freight rates, that is number one. You also indicated that with 
the Federal money we ·can dredge out this port so that we can make it an attractive 
point of commerce. As I understand it, there is more tonna9e ·that flows into 
some European counties like Rotterdam - is that the other port? 

COMMISSIONER SAGNER: Yes. 
SENATOR GAR,RAMONE: That has greater tonnage than we have here in the 

Port .of New York. 
What specifically have you done, or do you think could be done, to 

get this line flowing between the Congress and the Port of New York and New 
Jersey? Has ariyoneever·aorie-ariything about this? 

COMMISSIONER $AGNER: Yes. We found out - and I can say this, the 
election is over so it is not campaigning - that under the Byrne administration 
we realized that New Jersey had not, in the past, gotten what it should out of 
Washington and that was a concerted effort of this Admini_stration. I can 
honestly say that the Department of Transportc1tion received in the three and . . 
one-half years from 1974 more money from the Urban Mass Transit Administration 
than was received in the previous nine years because we went to Washington.and 
we made our case and we enl_isted our Congr.essional delegation to support us, 
particularly Senator Williams; Jim Howard, Bob Rowan, and some of those who 
happened to. sit on the right committees. 

So, I am very sensitive to the important point that you are raising, 
Senator. We have planned, in conjunction with the Washington office of the 
Port Authority - we maintain an office there - a v}sit to Washington in which 
we have invited all of the Congressional delegation to a dinner meeting so 
that we will have an opportunity to present to them, all at one time, what the 
problems are that face this region that can be attacked, or addressed, by 
legislation. We. will then follow this up with individual visits. to the 
members of our delegations; not only of New Jersey but of New York, so those 
people sitting on the right committees can help us initiate legislation that 
we need and then go with us to visit the various agencies, so that if the 
matter is one of regulation and not of law, we can address that. That would. 
be a very important activity of t_he Port Authority and one in which I will take 
a very personal interest in. 

SENATOR GARRAMONE: You certainly have the background for it, Alan. 
You are appreciative of what can be done in the Legislatures of both states 
and also in tlle Congress •. 

You are expanding the facility in LaGuadia. I read in the papers 
that Eastern is going to have a new terminal. They now pay you, what, $100 
thousand a year, I think.,for the present facility? Is the Port going to 
build that, Alan, or_ is Eastern going to build it? 

COMMISSIONER SAGNER: We are going to build the building. We have 
negotiated with Eastern. We will borrow money to build a: $25 million facility 
and Eastern will, over the life of the property, pay us our cost, plus interest 
on our money so that.it will be completely liquidated at the end of that time. 

SENATOR GARRAMONE: So, there is going to be a readjustment of what 
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they pay the Port in terms of utilization of that facility. 
COMMISSIONER SAGNER: That's correct. 
SENATOR GARRAMONE: Do you have any immediate plans for completing 

Terminal Cat Newark-Elizabeth Airport? 
COMMISSIONER SAGNER: No. 
SENATOR GARRAMONE: None whatsoever? 
COMMISSIONER SAGNER: No. 
SENATOR GARRAMONE: I see that in trat negotiation with Eastern 

that they agreed to expand their facilities at Newark, or at least increase 
the shuttle flights from Washington to Boston. Has there been more activity 
in the Newark Airport area than there had been? 

COMMISSIONER SAGNER: The Port Authority has tried to address the 
problems of Newark Airport, which has suffered because of the failure of 
airline growth to continue as had been planned and the financial losses of 
the airline and the higher cost of operation, which made it necessary for 
them to limit the number of flights that they run and the new, larger equip-
ment that they are using. 

Now, we have tried to address this in a number of very specific ways. 
Number one, we agreed that the higher costs that we were entitled to under our 
contract would be deferred so that we wouldn't put an economic burden on the 
airlines. 

Ground transportation was an important problem and we have done 
several things. We have introduced the air bus at a cost of hundreds of thousands 
of dollars of subsidy from the Port Authority, which provides 14 or 16 hour-a-
day, 20 minute headway and a mini bus service from the Conrail Station in 
Newark - the former Penn Station - from the bus station in Downtown Newark, 
and the Erie Lackawanna Station. Those three points connect them to the 
Airport at a low cost for the use of the employees and the travelers and that 
service is growing and has -- I think we have served over 100,000 people 
last year with that service and it is continuing to grow. 

In addition, we have provided a taxi starter service because of some 
of the problems we have with the taxi cabs, principally at th~ terminal in 
Newark -not the one in Elizabeth because it seems that the cabs from Eliza-
beth do not give us the problems that the cabs from Newark have. But, cabs 
are one of our most important problems because a trip from New York has to 
be. charged at a round-trip fee because the cabs cannot pick up in New York. 
They come from New Jersey, or the other way around. That is a problem that 
we hope to address but I am not too sanguine about .the possibilities of 
overcoming the jurisdictional and union problems there. 

In addition, we have provided for bus service to New York, so there-
fore we are addressing the transportation problem in every way that we can. 

The third thing that we are doing is to publicize Newark as a port 
of entry to the Metropolitan area through films, through meetings with travel 
agents around the <Duntry, so that people will know that Newark Airport is 
the.port of entry to the Metropolitan area. 

SENATOR GARRAMONE: You have heard this question before, Alan, so 
I am not going to repeat it. The question had been raised that it costs 
more for the airlines to operate out of Newark than out of LaGuadia or 
Kennedy. Is this true, or not? 
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COMMISSIONER SAGNER: Yes, it does cost fractionally more to operate 
out of Newark than out of LaGuardia. Both LaGuardia and Newark are four 
fold the cost of Kehnedy. Now, this is a myth -- there is a myth that the 
landing fees at Newark are the cause of the lack of traffic in Newark. Now, 
a myth is a false, untrue statement widely circulated and widely believed, 
and this is a myth in the classical definition of the ~rd. We had a hearing 
last Spring in which the leading executives of all the airlines using Newark 
Airport stated at a public meeting - Mayor Dunn was there, Mayor Gibson was 

. represented; members"of the Legislature were there, the public was there -
that the landing fees, while they would like to see them, as good _b~sinessmen, 

·1owei-- as all costs should be lower - had nothing to do with their scheduling 
arrangements. They put their airplanes where there is traffic and where they 
can make a profit. In the last year the greatest growth in the number of 
flights has been at Newark Airport, not at Kennedy Airport where the landing 

I 
fee is around 35¢ or 40¢ per 1,000 pound, but at Newark where it is over 
$1.50. 

TWA is going to start .international flights in April out. of Newark. 
They could take that same plane, .which is going to go every· day to England 
and back, out of Kennedy at a lower cost than Newark. They are bringing it. 
to Newark because they think there is a market there and if it proves to be 
a market, other airlines will follow. 

SENATOR GARRAMONE: Well, I think that is the point. It.would seem 
to me that there is a market. The access to Newark is certainly easy for 
many of us, rather than go to Kennedy or La.Guardia. Is the .Port pushing in 
that direction? 

COMMISSIONER SAGNER: We are. The fact that TWA is coming there is 
not an accident. We made. very good arrangements with them. We provided them, 
at the Newark Terminal, with a very fine facility and we have used every 
methold that we can to get the airlines to increase their business in Newark. 

SENATOR GARRAMONE: I have a question or two, Alan, on the World 
Trade Center •. As I understand it, when this project was originally conceived 
and approved by both Legislatures it was estimated to cost some $650 million. 
I think when you tally it all, your .annuaL report puts it at close to $900 
million, is that right? 

COMMISSIONER SAGNER: About one billion, one hundred. 
SENATOR GARRAMONE: 'A biilion, ope hundred? 
COMMISSIONER SAGNER: When it is finished. 
SENATOR GARRAMONE: That is quite an over run. Has there been some 

analysis as to.why? That is almost a 50% over run. 
COMMISSIONER SAGNER: Well,• there were several reasons, .Senator •. There 

are two main reasons why any job runs over •. One is, the scope was changed 
after the original plan. There'are more.buildings .and they are more elaborate 
than were originally planned. Second, it went' through the greatest inflationary 
cycle in the building industry in this country. So, that .costs • - Plu_s_;- there were 
delays due to strikes and it extended the construction time and CB.used contracts 
to be renegotiated. Financing charges were much higher than anticipated. For 
all those classical reasons the building has come in at a.much higher figure 
than was.originally projected. We are now about 80% rentecl. Th~building is 
now more than coveriri<;J its operating expenses and it is making a payment _toward 
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the debt service. 
SENATOR GARRAMONE: Of that 80% rent, how much of that is the State 

of New York? How much do they occupy with their--
COMMISSIONER SAGNER: I think about 20% of the base is New York. State. 
SENATOR GARRAMONE: Twenty percent is New York State. I understand 

you are negotiating with them in terms of changing the lease arrangements, 
is that correct? 

COMMISSIONER SAGNER:. Well, their lease is subject to - because of 
New York State law - 5 year increments.. So, we are constantly negotiating 
with them because we are going from one lease period into another. 

SENATOR GARRAMONE: In one of the reports we have noticed that 
·it operates at a loss of about $15 million. Now, I don't know whether that 
is an accurate figure or not. That is the ,World Trade Center, Alan. That 
is.one of the summaries that we have. 

COMMISSIONER SAGNER: The World Trade Center is currently covering 
all of its operating expense and making a contribution to debt service. 

SENATOR GARRAMONE: Well, those words,"contribution to debt service" 
I am going to interpret as saying that you are really not making a full commit-
ment. 

COMMISSIONER SAGNER: We are not covering our full debts for turn around 
investment - not.yet. But, eventually that building.will be and it is success-
ful from a functional standpoint. It has served as a focus for international 
trade. There isn't a week that goes by that we don't recognize, or receive, 
visitors from abroad who are coming to this area and visiting the World Trade 
Center. 

SENATOR GARRAMONE: Well, I guess we will get back to what we dis-
cussed a little bit earlier, Alan, that there are some projects that aren't 
going to make money, or they are not going to make money immediately and this 
seems to be one of them. If you look atthe data we have had before us, you 
generate your funds from the crossings, the bridges, 1:;he terminals, and you 
make money from the air terminals. But, the others dip into your reserves. 
The bus terminal makes some money for you but PATH: is a loser. The Marine 
Terminal, as you pointed out, and World Trade Center, these are the areas 
that are really not on. the plus side of the ledger. So, I think there should 
be a recognition that.some·of the things you have done didn't ·pay off in terms 
of a profit, so t.o speak, but some of them we~e very necessary~ I was using 
this as a basis, in. terms of your overall planning for the.next 10 years, 
which you do include in your in-house papers, of which we have had some before 
the Committee. You do have financial anticipation and what your planning 
growth is and I suspect you take this all into account. 

But, you have focused on three areas - mass transportation, economic 
development, and resource recovery. Now, these are also things that are being 
done by the individual states. Are you coordinating with them, Alan, in these 
areas? 

COMMISSIONER SAGNER: Yes, we are. There is .close cooperation because 
the basic action is that if there is a state agency, the State Economic 
Development Authority can develop the tndustrial park then there is no reason for 
the Port Authority to .do it. If the Cities of Elizabeth, Newark, or Jersey 
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City can develop industrial parks or other projects - port facilities - then 
the Port Authority will not do it. 

SENATOR GARRAMONE: Alan, do you feel that the check and balance 
that exists, as I understand it, with the Por.t Authority functions, is really 
with the Governor of each state:? He has the power to veto your minutes 
and in a sense th.at gives it some direction and sometimes it does not. 
Do you feel that the minutes of the Port Authority should be made available 
to the Legislature? 

COMMISSIONER SAGNER: Well, they are,formally submitted to them. 
They are available.. They are public documents and they are ava,i.lable. 
Senator, we studying this very issue now, and the study stems from the philosophy 
that I eriuiic1-ated earlier, that we consider ourselves. a unique but still a 
public agency. Peter Goldmark and I have had a number of di$cussions on 
how we can improve and strengthen oui:1 relationship with the Legislature. and 
through them wi.th the public of the two states which we serve •. I. am not 
ready to reveal it today because I don't know yet what we are going to do. 
But, we believe that we should operate openly not only with the Legislature 
but with the press and the public. 

In that regard, let me point out to you that in New York and New 
Jersey we have freedom of information laws and we have a Federal freedom 
of information law. The Port Authority is not s'll,bject to any of those laws 
because it is neither a state nor a federal agency; but a bi-state agency. 

In the spirit of the attitude that I have been trying to describe 
to you, we have, on our own initiative, passed a Freedom of Information 
Regulation that pertains to.the Port Authority and that embodies the spirit 
of the two. state laws. So, the Legislature, or the press, or a. citizen does 
not have to subpoena, or sue, the Port Authority if it wants information 
about what we are doing or what we.have done or what we intend to do. All 
those things that are appropriate .for public scrutiny can now be made 
available upon proper application to the Port Authority. This is a first 

1step in a program to make ourselves acco~ntable and open to the public that 
we serve. 

SENATOR GARRAMONE: I think. it is a.necessary step. The scrutiny 
of the public authorities is essential. I think the accountability is 
absolutely essential. We wan·t to. keep it. in business and I. think that is 
nece~sary. 

Just one short question. I am intrigued by the World Trade Institute. 
What is. it? 

COMMISSIONER SAGNER: This is something that is not very much 
publicized. It is something. that the Port Authority initiated and it is a 
trade organization of world trade institutes and organizations and individuals 
involved in world trade. It is a clearing house for the dissemination. of 
information pertaining to world trade. .I will explain this by giving you an 
example. If you are a m:anufacturer in Hackensack','of widgets. and. you would .. 

-·--Tike~to·expand but·y~u have no idea of where in the, world.there is a market 
'for widgets, you can come to the World .Trade Center and with our com:Puter~ 
find out if there is a demand and not only if there is a demand but what size wid-
gets do'. they w.ant in ·Thailcmd, or wherever the country might be, and how.would 
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you ship them there, and who can you deal with there as an importer. All that 
information is available. . Also,. foreign manufacturers and suppliers of raw 
material can find out who in this country is looking for foreign trade. This 
is an organization that is growing and there are branches all over the wo:i;-ld. 

SENATOR GARRAMONE: One other question. ~ou said you had an office 
in Washington, Alan. Do yCJu have any other offices besides Washington and, 
of course, your facility in New York? 

COMMISSIONER SAGNER: Yes. We have Offices abroad. 
SENATOR GARRAMONE: Where? 
COMMISSIONER SAGNER: · In London and Zurich and in Tokyo. We have 

offices in Washington, Cincinnati, and Chicago •. 
SENATOR GARRAMONE: These are staffed by u. s. citizens - the foreign 

offices? 
COMMISSIONER SAGNER: Yes. On this last. trip I visited our office in 

London and spent time there with our manager. The purpose is to generate 
' business for this port. We go to a manufacturer in Sweden and tell him 

if he is shipping specialty steel to Ohio, that the right place to ship it 
is through the Port of New York and New Jersey. 

SENATOR GARRAMONE: Alan, you made mention of the fact that there is 
.only one terminal that you own. Which one is tha,t I the Elizabeth? 

COMMISSIONER SAGNER: That is the Elizabeth Terminal. That was built 
by the Port Authority in New Jersey from scratch. 

SENATOR GARRAMONE: You own the facility but you own the land also? 
The others you don't own? 

COMMISSIONER SAGNER: The others we don't own. We have taken over 
facilities that the city had. 

SENATOR GARRAMONE.: Senator Tumulty, do you have anything further? 
SENATOR TUMULTY: Just one further question, Commissioner. Are any 

income funds from the PATH being utilized to reduce the operating loss of 
the Twin Towers or the World Trade Center? 

COMMISSIONER SAGNER: Senator Tumulty, in the first nine months of 
1977, PATH had gross revenues of $9,340,000. For the first nine months of 
1977 we spent, out of pocket for fuel, wages, repairs, etc., $25,206,000. 

SENATOR TUMULTY: On PATH?. 
COMMISSIONER SAGNER:· On PATH. So, there was very little surplus. 
SENATOR TUMULTY: There was no profit? 
SENATOR GARRAMONE: Yes, Senator Dunn? 
SENATOR DUNN: When you have finished, I would like to make a couple 

of additional comments .•. 
SENATOR GARRAMONE: All right, fine. Commissioner Sagrier; I do want 

to thank you for joining us and giving us some additional information in terms 
. of not only Senator Dunn Is bill but. "bhe role •Of the Pc:>rt .Authority. .. Obviously I 
it is to serve the public in what I hope will be an open policy attitude and 
I think you reflected this. You are sensitive to this.and I wouid·like to see 
that it becomes a good Port - and.it can be - and stay in business, but still 
be accountable. 

COMMISSIONER SAGNER: This was an opportunity that I appreciated 
and I would like to make two observations, Senator. One is that I am going 
to regret not dealing with you as Chairman of this Committee and Senator 
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Tumulty~ I dealt with Senator Tumulty.on the Transportation Comrn,ittee and f 
found him attentive .at meetings and acute in his qt:iestions and. tough.in his.. 
attitude, but fair and constructive~ .. This lsn'.t buli be~ause yo~ are not. 
going to be ther.e anymore; Joe, yet; it was a pleasure working witl(you and 

· with you too, Ray. :i: would hope , · number two, that you would pass o~ to ~ho- · 
ever is' to be the Chairman of.this Committee in the future that exchclriges of· 
this type have a.' great.benefit on .both sides and that ~til we work out a 
more structured plan, .., as you suggested, and that we are WC)rkj,ng. 0On ..: . that 

.. at a minim~ we periodically ineet with the Committee .under ~hatever circ~-
stances they want. The more public. the'better, so that.kcouldbe subject 
to the·questions pertaining: to our act1viti~~ _by the members of the Committee. 

·sENATOR GARRAMONE: l thin,k that would be Iiiutuall:y advantageous. 
SENATOR TUMULTY': .Commissi~ner,·Ijust want to sa,j th.at I thank you 

fcir co~ing here tod~y~ I always eiijoyetlhavihg contact with you as Comridssio11er . . . . . - .. . . . '' , .. ' . 

of Transportation· when . I was on the Transport~tion commi tt.ee of the senate. I 
have complete confidence in. your ability and desire t~. do eveirythiri;g you Call ... 
as· Chai.rman of. the Po;t Authority to direct .. it in th.e best interest of the 
public. 

COMMISSIONER SAGNER: . Thank yo1,1, Senator~_ . 
SENATOR G~NE: Thank you. .Senator Dunn •. 
SENATOR _DUNN: Mr.· Chairman, ·we came here to talk about .~y bil-1 -

1639 •. fit, is _quite' obiiI~s· to''iiie that-'TE-·wnr be doomed to ·f~iJ.urt;i. . Instea(:l, 
we gave about· two· hours· of opportunity to commissioner sagner .- to tell you ._alio't.i't' 
the gr~at ~nders. of the Port Authodty · · Somehow, until Sena.tor. Tumulty. started 
asking.questions, we did. not get back to.1639. 

• • • l 

fou know' w}len I sat down before, .I made it clear. when l was talking 
that I was ):iei.ng· somewhat facetious when, I said th.at Commissioners of the . . . . . . . . . . . •,, 

Port Authority are all.cut f~omthe same bolt of cloth and I made reference to 
them, or it, havi~g gaul to take a tax appeal against a ~ax 1t1atter in the C;!.ty 

. of, Eiiza~tl?: • .. · As I sat down,. I was th~nkirig ~rhaps I might apologize {f • . 
someone took it in the wrong way. B\lt,after ,listening to COlr!m_issionEir •Sagner, 
no way wi;>l.ild I. ,consfd9:r anytlifog that ·sounded l:i;:ke an.apology ~cau~e, .first 
of au., Lknow ! did not misund,erstand tJ:ie teievision program that I watche.d. 
I sa:w it myself·. I dori It recall the name of the prc,gt"am. I am going to have 

. . 

to check the script. When .. he .did give ,some hope to cities like 'Eliz~th on 
taking over. as Chairman of· the ~ort; it was a 'Jery cle.ar~_cut, crystal ·commitment 
that he wquld at least give the courtesy to the Mayors of;the.affectedmuni-
c:lpalities of sitting down with us ~nd talking about a revision of the· formula 
~hat might. eras~. or. at least, alleviate this inequity _.that e:,ci~ts t~ c::ities 
like Elizabeth. 

·so,· I &I!l. e~t.remely dissapoi~t~d now •. I might say th.i,s.: When Mr:. · 

S~ner bec.ame .head of the ·PoJ:"t Authority. I said, '·'I am .. -el.ated .over· the fact·-. 
that Sagner 'is .. Chairman of :the. Autho~i tY .• . I. always got a sympath~~ic ear- from 
him when he was Comrr\issioner and now. 1;:}?,at he; is .Chairman maybe ~. can rectify 
some of .the injustices of the past.11 .He added - Iiieanin~me:... that.I.would . 

. attempt t:O initiate m19et.i,ngs. thit would lead to a better deal for the City,.• 
taxwise. Then, .when l heard.- him on .television :t said, "It is the same .Alan 
Sc1gner who I a.lways did g~t a. fair .sh~ke fro~•.': '. But , n~\'/: ~fter listening to 
him today $aying that l~e ·does_n 't even .want to open up the door because he .. 
doesn't know What is .going to be. on the. other s;i,.de;~"." well, What h~ is doing 



" 

.. 

. . 
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today, in. my opinion,.· is proving that _all these people are cut from the same 
bolt of cloth~ They have a fixation. They won't .:do one damn thing to rectify 
the inequities to the City. of Elizabeth. or any other city that is so affected,. 
such .as Jersey City. 

So, while I did come here tQ talk'about_l639 and I am not too disiilusioned 
what is going to happen:· to 1639 - whether .I am in the Legislature or out 
- I am leavi~g this·meeting today terribly, terribly ·drsappointed over 

a statement made by Commissioner Sagner that he )s not even going to open a 
door to taik to us abo:ut changing thef~rmula because it is going to bankrupt . . . 

the Port.Authority. 
. . 

He talked about;. thi.s facet of the operation not making 
mone~ -'this operation not making' money. 'It shows to -me, among· other things, 
that. there has been an awful lot of stupidity in .the planning operations· of the 
Port' Authority long before Mr. Sagrter came with it~. 

:aut; there is absolutely no hope for getting them to sit.down and talk 
to us about revising this formula.' He wants to talk about how muchdoes ;i,t cost 

· to send the cops down when you have problems or how much does it cost to send 
the 'fire department down wh~n we hav!:! fir~s t;o help them out with~ So, we . . 

are talking· about peanuts. We are not talking abouttheprincip.:te"or the 
philosophy that is so wrong_. 
one iota.since that time. 

It was. wrong in 19.2l, and it hasn't be~n correqted 

One thing .I would iike to mention is,wheri I said they had gall taking 
the City of Elizabeth ~p--t>n a tax appeal on this one .particu.:tar piece. of land 
that is owned by the Jersey Certtra.:t Railroad - and I repE!atthat too ows us 
back taxes":- you know, I'. refuse to Ci!ven apologi~e or think of apologizing for 
that because when this deal wasi1egbtiated with the Port Authority_,·. the Port 
Authority knew they were going· t;, have to pay a iiium of money in lieu of taxes 
equal to whatever the tax would be. · For 'th~m,to say now, "LoQk, you a.;re 
being unfair:. you are putting us. in a non.:..competitive posit;ion with other 
ports~ -- ·my God, they should have knowntbat.when·we went into the negotiations 

·. in 1972. N,ow, tor them .to say that they are being shafted is almost a joke in 
my opinion •. What they are npw saying is· fhey:-rnade a mistake Iri 1972 when they 
negotiated. They made a. hell of a mistrake, by his own admissic;m, when the 
Port Authority built a passenger shi,p terminal in New York, only to find .out 
that the· big ships were ncit gofn<;J to use 'it: .. they were going -out_ pf business •. 

Admittedly, the Tower~operation, at this point at least, is~ losi'ng 
proposition. And, there was.one other thing that he mentioned, but I just 
can't think of it right now, that would indicate to me that·ther~ had~~il . . . . . . . . . . . 

very, .very b~d plan1.1ing - almost a1:1 a way of life"."' on the p~rt of the. Port 
Authority down through the years •... E~ide~tall;y, according to what he said, it 
was poor pl~ing for them to ent~r into[~n agree~n~ with the City of Eli?a- .• 
beth in i972 to pay in lieu of taxes .-~ ~ount of money equal to the t::axes. 
Now, they are crying that they made a mistake~ How about this tr~ndous 
inequity to the City Of Elizabeth that hasbeen-going On sin~e 1921? 

Y~l.l know, sure, l feel .;1:1orry for SOITle guy that operates Teterboro . . •. . ... · .. •'. . ' . . 

Airport if he has to pay .. taxes. But, how about the people in ~h.e City of 
Elizabeth and in Jersey City .who are subsidizing the· Port Authority'f Becal.lS~ 

• • 1 • - • ' 

every tax dollar that we do not receiv!:! ~rom the Port Authority or from a 
bankrupt .railroad must be made up by the guy who. owns that one f.amily house 
or owns.a.candy store or runs a little business somewhere i.11 that town. 
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So, I am leaving this meeting today very, very disappointed with the 
Authority, with Mr. · Sagner - who is my good friend - nor: with any hope of thls 
being_.;,. rcari teii. 'f:fils by your attitude, Ray - Mr. Chairman. I admitted 
from the very beginning that I didn't have too much hope for 1639 ever being 
signed into law b~ Governor Byrne·' or by any other Governor. But, I did 
admit pubHciy.:before, and I did admit publicly today that I am trying to 
focus attention on the terrible inequity that has been allowed to exist s.ince 
1921. I don't have much hope of anything being done now by the Legislature, 
Governor Byrne, or Alan Sagner. I don't think the door will even be opened 
up allowing us to sit down and talk about the problem. 

Let me tell you this: I think we got a better shake under some of 
the other people.,. the people who sat down before and worked out an agreement 
on the Central Railroad property, for example. I hate to leave here with that 
attitude, but it is obvious as to just where the municipalities in. the State of 
New Jersey are going to stand under this new administration that has taken over 
the Port Authority. 

SENATOR GARRAMONE: Tom, you.have always been a forceful advocate 
for what you believed in. You are a .good, wise individual. You have been 
around politics and government a long, long time. What you have done, you have 
done very successfully. You focused another spotlight on this entire in lieu 
question. I alluded to what I think the solution is ultimately going to be; 
Tom. It is not only your problem, it is the problem of an awful lot of people 
in the states of New York and New Jersey. It is not going to disappear.· You 
and I and Joe are leaving the Senate. The problem is going to be here. This 
system is going to open up and the solution may very well be that it has to 
come ,from the~peopleto the. Legislature. They are going to stand up and say, 
"There is just too much being taken from us. We want something in return." 

Now I the answer may very well be, as was. sugge,sted, . that the State is 
underwriting.other Port projects. There has to be some sort of a trade off, 
maybe, between what the State giyes other groups within. the State of New Jersey 
and wha.t they are doing with the Port of New York and New Jersey Authority. 
There has to be a continuing dialogue here. You have opened it, Tom, you ha'ii:en't 
closed it. 

SENATOR DUNN: What you are saying and what Commissioner.Sagner is 
s'aying - and he said it quite clear - is, th!;! only solution to thi.s problem 
is increasing the income tax. That is what he said - increasing the income 
tax, increasing the income tax so that you can keep the Port Authority 
solvent. You couldn't misunderstand that. 

SENATOR GARRAMONE: No, we commented on that. Again,_all these 
problems become interrelated, but right now that income tax, .which happens 
to be dedicated funds, is not to help the Port Authority. It.has a .specific 
purpose. I don't think that would have great support - that we underwrite 
some of the responsibilities of the Port by increasing the income tax. I 
don't sense that in the people. I don't sense that in the Legislatu~e. 

But, in any event, ! do want to thank you fcir appearing here and 
sharing your thoughts with us and arguing very effectively for your bill 
and the in:. lieu formula. 

Again, to Commissioner Sagner and the members of the Port and the 
members of the public, for sharing these last couple of hours .with.us, I 
thank you and the hearing is concluded. 

(hearing concluded) 
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Municipality/County 

Port Authority of New York and New Jersey 
Estimated Taxes based on Current Assessed Valuations 

vs. Year 1976 Payments in Lieu of Taxes 

Facility 

State of New Jersey 

Current 
Assessed 
Valuation 

1977 
Tax 
Rate 

Estimated Tax 
based on 

Assessed Valuation 

1976 
Payments in 

lieu of taxes 

Real Property at Port Authority facilities in the State of New Jersey on.which payments in lieu of· taxes are made: 

Bergen County 
Hasbrouck Heights 
Lyndhurst 
Moonachie 
Teterboro 

Essex County 
Newark 

Hudson. County 
Jersey City* 
North Bergen 

Union County 
Elizabeth** 

· E.lizabeth 

Totals 

Teterboro Airport 
Teterboro Airport 
Teterboro Airport 
Teterboro Airport 
Teterboro Airport 

Newark Truck Term. 

PATH 
PATH* 
Lincoln Tunnel 

Elizabeth - P.A.M.T. 
Newark Airport 

$ 
156,400. _ 

28,100 
34.q42,~00 
37,100,600 

5,539,100 

1;464,000 

263,037,600 
136,042,700 

$478,010,800 

$ 
5.55 
2.57 
1.95 

.81 

9.25 

3.434 

4.19 
4.19 

$ 
8,680 

722 
675,525 
300,515 

·512,367 

50,274 

11,021,275 
5,700,189 

$18,269,547 

*Undercurrent state laws, this property would be classified as exempt of local taxes. 

r' 

** Excludes 245 acres of CNJ property assessed at. $19,666,500 on which the Port Authority under 
an agreement of .lease.pays the taxes assessed against the CNJ. 

$ 9,069 
. 1,037 

73 
16,336 
13,859 

4,893 

19,897 
86,729 

945 
• v••·.~-

48,126 
15,116 

$216,080 
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Port Authority of New York and New Jersey 
Estimated Taxes based on Current Assessed Valuations 

of Tax Emempt Real Property - State of New Jersey 
on which no Payments in Lieu of Taxes are paid 

1977 Estimated Tax 
Tax based on 

Municipality/County Facility 

Current 
Assessed 

Valuation Rate Assessed Valuation 

Tax Exempt Real Property at Port Authority facilities in the State of New Jersey: 

Bergen County 
Fort Lee George Washington Bridge $ 5,477,100 $2.45 $ 134,189 

Hudson County 
Bayonne Bayonne Bridge 16,900,000 7.567 1,278,823 
Jersey City Holland Tunnel 189,500 9.477 17,959 
Jersey City Jo. Square Transp. Center 2,001,300 9.477 189,663 
North Bergen Lincoln Tunnel 4,526,100 3,434 155,426 
Union City Lincoln Tunnel 10,200 5.897 601 
Weehawken Lincoln Tunnel 4;108,100 5.699 234,121 

Middlesex County 
Perth Amboy Outerbridge Crossing 69,300 4.51 3,125 

Union County 
Elizabeth Goethals Bridge 244,900 4.19 10,261 

Totals $33,526,500 $2,024,168 
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Borough of Manhattan 

Port Authority Bus 
Terminal & Annex 

New York Truck Terminal 
World Trade Center 
PATH 

Total Manhattan 

Borough of Brooklyn 

Erie Basin P.A. Piers 
:Brooklyn P.A. Piers 

Total Brooklyn 

Grand Total 

Port Authority of New York and New Jersey 
Estimated Taxes based on Current Assessed Valuations 

vs. Year 1976-77 Payments in Lieu of Taxes 
State of New York 

Current 
Assessed 
Valuation 

$ 45,200,000 
6,205,000 

750,850,000 
18,086,400 

820,341,400 

7,186,000 
68,456,800 

75,642,800 

$895,984,200 

1977-78 
Tax 
Rate 

$8.75 
8.75 
8.75 
8.75 

8.75 
8.75 

Estimated Tax 
based on 

Assessed Valuation 

$ 3,955,000 
542,938 

65,699,375 
1,582,560 

71,779,873 

628,775 
5,989,970 

6,618,745 

$78,398,618 

1976-77 
Payments In-Lieu 

of Taxes 

$ 316,678 
34,415 

2,286,708 
852,320 

3,490,121 

210,217 
665,326 

875,543 

$4,365,664 



Port Authority of New York and New Jersey 
·-. Estimated _Taxes based o.n Current Assessed Valuations 

of Tax E~empt Real Property - State of New York 
· on whi_ch no Payments in· Lieu of Taxes are paid 

Estimated -- T_a:x 

Borough of_ Manhattan --

- Current' · 
Assessed 
Valuation 

1977-,78 
Tax 
Rate Assessed Valuation 

. Holland Tunnel 
· George Washington Bridge 

Lincbln Tunnel 
. . 

--- -Total Manhattan 

· -_ Borough of Brooklyn. 

, Columbia Street- Pier 

Borough of 1.Hchmond 
. . 

Bayo~ne Bridge 
·•-•Outer bridge Crossing 

Goetlt~ls Bridge. 

> -T6tal R.ichmond 

Grand Total 

$ 40,000~000 
122,116,000. -
111 ,560,000 

273,676,000 

7,142,000 

- 6 t 7 43,-250 
J,971,500 -

- 6,992,900 · 

--- __ 17,707,650. 

$298,525; 650 (1) 

$8. 7 5 . 
8.75 -
8.75 

8.75 
,.,.--

8~75 
·s.7.5 -
8.75 

$ 3;500-,000 
10 685 150 -, . . . , 

9, 761,_500 

2.3,946,650 •--

. 624,925 

.. , ..... 

· 590,034 
347,506 -· _ 

-611,879 

.-1,549,419 
- .. ·. 

$26,120,994 

.Not inclUded are LaGuardia Aitport and John F. Kennedy In~erruitionaL 
Airport~ which are owned by the City of New York and l~ased to the _--
Port Authorit:y, and currently assessed at $1,322,662,700 
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MEMORANDUM 

WITH RESPECT TO 

s. 1639 

One World Tra(1e Center 
New York, NY 10048 

Comm1ss1oners 
Alan Sagner, Chairman 
Robert F. Wagner, Vice Chairman 
Joseph F. Cullman 3rd 

· Jane Engelhard 
Milton A. Gilbert 
Lewis L. Glucks111dr1 
Jamos G Hellrnutt1 
James C Kellogg, Ill 
Wtlliam J Ronan 
Howa1d Schulman 
Victor R Yanilelli. S.J 

Peter C Goldmark,,Jr 
Executive Director:,i .. _,: 
(212) 466 7271 ~,-., ~:,'. 
(201) 622 6600 x727f' :--

To: The Honorable Members of the CotIDllittee on State 
Government, Federal and Interstate Relations a:nd 
Veterans Affairs of the Senate of the State of 
New Jersey 

Honorable Gentlemen: 

The Port Authority respectfully submits that the above 

bill should be rejected.· 

The bill is unsound in principle and is not in the 

interests of the people of New Jersey because: 

1. the bill violates the Constitution of the State of 

New Jersey; 

2. the.bill would, in ~he long run, increase the 

financial problems facing the local taxpayer and .. 
undermine the economy of the bi-state region; and 

3. the bill would cripple the ability of the State 

to utilize the Port Authority in solving regional 

terminal and transportation problems. 
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In contrast, the existing legislative directives 

concerning payments in lieu of taxes have permitted an 

extensive program of public projects to the benefit of all 

the people .of the Port District. These projects could not 

have been undertaken by private enterpr"ise on a taxable 

basis nor by s·tate and local government without extensive 

financial support by the general.taxpayer. 

The Bill is Unconstitutional 

The bill would require the Port Authority to make what 

it describes as "in lieu" of tax payments to each municipality 

in which publicly-owned Port Authority Marine or inland 

terminal property· is located. The requirecl l>ayments would·· 

·be in amounts "equal" to the local taxes which would be paid 

if the. property was owned by private enterprise. In other 

words, the bill would tax .the Port Authority property. 

By its terms, the bill would take effect upon the enact-

ment by the State of New 'lork of concurrent legislation. 

But this bill could never validly take effect, because it 

has fatal c6nstitutional defects. 

The basic defect of this P. roposal · is that Port Authority . . . 

ownership, and not the use to which the property is put, 

would determine its tax status. By taxing only Port Authority 

6x 
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public property, the bill violates the requirement of 
' ' 

,. Article VIII, Sec. 1, Paragraph 1 of the New Jersey 

Constitution that "Property shall be assessed for taxation 

under general laws and by uniform rules." 

Thus, Port Authority marine terminals, . airports and 

terminal facilities cannot be subjected to full real estate 

taxes in New Jersey unless all dock, airport and terminal 

property in New Jersey is also made subject to full real 

estate taxation. 

The courts in New Jersey have consistently held under 

the Constitution that the taxability of property depends on 

the use to which it is put and not on the personal status 

of the owner. The sham of extracting full taxes under the 

guise.of in-lieu-of tax payments was apparently devised in 

an attempt to evade the serious questions of law and equity 

which would ,be raised by a more candid statement of intent 

to.single out and subject to taxation these public properties 

of the Port Authority. But the·device is as defective as the 

objective of the proposal is un~rnund. 

A principal reason for the submi&sion of this bill, 

.supposedly, is to provide a·basis for the City of Elizabeth 

to levy taxes on.the Elizabeth .Port Authority Marine Terminal 

and a large part of Newark Airport. Prior efforts to levy 

such taxes on Port Authority Marine Terminal properties 

7x 
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under existing law have been rejected by the New Jersey 

Supreme Court (Newark v. Essex County Board of Taxation, 

54NJ 171, (1969)). 

The State of New York grants full tax exemption to 

all publicly owned and operated airport and seaport property 

including the Port Authority's. The City of New York· 

although itself plagued with financial difficulties re·cognizes 

that its plans to develop container terminals on Staten Island 

and Brooklyn, depend, for their economic feasibility, upon 

freedom from real estate taxation. 

The Bill Would, in the Long Run, Increase the Financial 

Burdens of the Local Taxpayer and Undermine the Economy of 

the Bi-State Region 

One out of every four people in the New Jersey-New York 

Metropolitan area depends on port;-generated employment for 

a livelihood. The Port Authority of New York and Ne¥ Jersey 

is the governmental agency charged by the States of New Jersey 

and New York with the responsibility of developing and operating, 

on behalf of the people of the two States, terminal and trans-

portation facilities indispensable to the continued pre-eminence 

of their Port. 

The facilities provided by the Port Authority, pursuant 

to this bi-state mandate, ·represent a cumulative Port Authority 

investment in excess of $3,000,000,000 none of which is 

8x 
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supported by the credit of either state nor by the general 

•taxpayer. All the people of the Port District share fully 

.in the benefits which flow directly from these great public 

terminal and transportation facilities. 

Whether it be a vastly expanded and improved Newark 

Airport; Port Newark:..Elizabeth, the container capital of 

the world.; the air gateway of John F. Kennedy International 

Airport; a modernized LaGuardia Airport; the Port Authority 
. . 

Trans Hudson Corporation (PATH); a double..:.decked George 

Washington Bridge and Bus Station; World Trade Center; or 

the Port Authority Bus Terminal (and the addition thereto 

now tmderconstruction) -- each is vital.to the welfare and 

prosperity of the people of the two States and, indeed, of 

the nation. The fact is that no one of these public improve-

ments could have been undertaken by the Port Authority on 

the basis that the property would be subject to tax. The 

inevitable long-range effect of the proposal would .be to 

cast back on municipalities and State taxpayers the burden 

of financing such projects themgelves. As a inore realistic 

alternative, the people would probably have to foregQ the 

benefits of these costly public improvements. 

Without question, the Port Authority's program is 

dependent upon.the Port Authority's status as a governmental 

agency. If its facilities had to be financed, operated and 

9x 
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maintained with the prospect that they·could be taxed as 

_if privately owned, the Por:t Authority would be no more 

able to undertake them than is private industry. 

Economic Benefits Resulting From the Port Authority's Program 

Any objective analysis of the effect of the Port 

Authority's program upon the tax rolls of the municipalities 

in the Port of New York District must include consideration 

of the significant economic advantages accruing to these 

municipalities from this program. The program consists of 

necessary transportation and terminal facilities whose 

meager net revenue possibilities or actual deficit prospects 

as weighed by the economic standards of private corporate 

financing._ -- make their development by private enterprise 

0 impossible. At the same time, they are projects which 

municipalities are unwilling to undertake in the. face of 

already top"'heavy capital budgets. The public projects of 
. . 

the Port_Authority not only generate employment and substantial 

payrolls during their construction,. but also provide many 

permanent jobs and other sources of income during their 

operation. · As previously noted, it.is reliably estimated_ 

that within the Port of New York District, one person in 

.every four derives his livelihood from Port activities to 

which the Port Authority makes significant and vital cpntributions, 

lOx 
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The Bill Would Cripple the Port Authority's Ability to 

Serve the States 

From time to time over the years, bills attacking the 

Port Authority's tax exemption have been proposed to the 

Legislatures of both States. These sought to tax the Port 

Authority Bus Terminal, airport property devoted to incidental 

air terminal purposes, and even the Port Authority's bridges 

and tunnels. The Legislature of each State has constantly 

rejected taking action on these bills. 

The proposal of bi-state legislation necessarily would 

accord to all the municipalities in the Port District the 

same right to subject Port Authority properties to real 

estate taxes. Thus the City of New York could make such a 

claim as well as any New Jersey municipality. 

It is a most serious objection to this proposal that 

it does violence to the fundamental principle that all 

Port Authority properties and revenues are held in trust 

for the benefit of the States of New Jersey and New York. 

The proposal is unsound in principle, because, even if it 

could be adopted and applied, it would impair the ability 

of the Port Authority to proceed with the program for the 

development of the Port of New York entrusted to the Port 

Authority by the two States including the present programs 

relating to mass transit. 

llx 



The General Role of The Port Authority of New York and New Jersey 

The Port Authority of New York and New Jersey was created 

by the Port Treaty of 1921 between the States of New Jersey and 

New York,' as the direct· agent of the two States, for the 

development of the Port of New York. In their Treaty, the 

two States pledged their faithful cooperation in the future 

planning and development of the Port of New York through their 

•joint and common agent, The Port Authority of New York and 

New Jersey. For the effectuation of this pledge, the Port 

Authority was charged with the responsibility to develop and 

operate,· on behalf of the two States, tei:-minal and transportation 

facilities w.ithin the Port of New York District a.nd to protect 

and promote the commerce of the Port. 

The Port.Treaty and the Comprehensive Plan Act specifically 

deny to the Port Authority the power to pledge the credit 

of either State or to levy taxes or assessments. These two 

prohibitions necessarily required that Port Authq.rity facilities 

must be self"-supporting as a group; i.e. ,must produce net 

revenues at least sufficient to repay interest and principal 

upon the funds borrowed for their construction.and to defray 

the costs· of operation, maintenance and administration. 

· Pursuant to the Treaty and legislation supplementing 

and.amending the.Treaty,. the Port Authority ha.s financed, 

acquired, built or leased many public facilities in the 

Port of New Ybrk District. These are: six inter-state 

12x 
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vehicular crossings (Holland Tunnel, Lincoln tunnel,, Bayonne 

Bridge, Outerbridge Crossing, Goethals Bridge, George·Washingto~ 

Bridge); six air.terminals, including two heliports (John F. 

Kennedy International Airport, LaGuatdia Airport, .Teterboro 

Airport, Newark Airport·, the West 30th .Street and Downtown 

Manhattan Heliports); six marine terminals (Port Newark, 

Hobbken~Port.Authority Piers, Brooklyn-Port Authority Piers, 
' ' 

the. Port Authority Grain Terminal, Elizabeth-Port Authority 

Piers, Erie Basin-Port Authority Piers);· tw-ounion motor truck 

terminals (New York Union Motor Truck Terminal, Newark Uni,on 

Motor Truck Terminal) ·and. a union motor bus terminal (the. 

Port Authority Bus Terminal); the Port Authority Trans-Hudson 

con,unuter transit system; and The World Trade Center. 

The Port Authority also p1;omotes and protects the flow 

of export and import cat go through the Port of New·. York, . 

not only . through the world-wid~ solic.itation of the flow 

of cargo and connnerce through the Port but also by carrying 

a major share of the repre.seritation of the port's interest 

before such federal agencies as the Interstate Cottnnerce 
, .. ' : . . ,; 

' ' 

Counnission, the Federal Maritime Commission and the Civil 

Aeronautics Board; 

'The public port facilities which would be taxed under 
. :. . ! . . 

.this bill and the.Port Authority's.vitaLly important promotion 

and protection work have been and will be provid~d without 

cost to the general ta?Cpayer. They are 1:,upported solely by 

·.13x 
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the revenues derived and to be derived from charges imposed 

upon the users of the terminal and transportation facilities. 

The Tax Exempt Status of Port Authority Property 

Over the past 48 years, the Stat~s of New Jersey and 

New York have agreed again and again that in providing 

these facilities and services, the Port Authority is performing 

"essential governmental functions." The two States have, 

therefore, determined that the Port Authority shall not be 

required to pay any taxes or assessments upon the properties 

it devotes to these public purposes. 

The last bi-state act·relating to the Port Authority 

(Chap. 209 of the Laws of N.Y., 1962; Chap. 8 of the Laws 

of N.J., 1962) specifically confirms the traditional tax 

exemption of Port Authority property by providing that 

property acquired for the Hudson Tubes-World Trade Center 

project shall be exempt from all taxes and assessments. 

There are similar express declarations as to the tax exemption 

of Port Authority property acquired for air terminals and 

for the Grain Terminal. (Section 5 of Chap. 802 of the Laws 

of N.Y., 1947; Chap. 43 of the Laws of N.J., 1947 (Air 

Terminals); Section 13 of Chap. 410 of the Laws of N.Y., 

1944 (Port Authority Grain Terminal)). 

With respect to the Port Authority's marine and inland 

terminal property, Chap. 69, Laws of N.J., 1931 and Chap. 

553, Laws ofN.Y., 1931, (which this bill seeks to amend) 

.14x 
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authorizes and empowers the Port Authority to make payments 

in lieu of taxes to municipalities in the Port of New York 

District upon property acquired by the Port·Authority for 

these purposes. Implicit in this grant of power to make 

payments in lieu of taxes is the determination by the two 

States that property acquired by the Port Authority for 

marine and inland.terminal purposes is devoted to public 

purposes on behalf of the two States and, therefore, is 

and should be exempt from the taxes and assessments levied 

on private property. This very question has been litigated 

and the highest courts of the States of New Jersey and New 

York have recognized th~se statutes as reaffirming the tax 

.exempt status of this group of Port Authority facilities. 

Bush Terminal, et al. v. City of New York, et al .• 282 N.Y. 

306 (1940); Port Authority v ·• City of Newark, 20 N .J. 386 

(1955); Newark and.Port Authority v. Essex County Board of 

Takation, et al., 54 N.J. 171 (1969). 

Port Authority Payments in Lieu of Taxes 

The Port Authority has always been aware that in the 

development of its terminal program, there would be instances 

in which the balancing of interests would indicate that a 
1 

municipality should be saved harmless from any loss of its 

established·tax revenues. As above noted, the Port Authority 

obtained authorization from the two States as early as 1931 

to pay to municipalities in the.Port District up·to.the amounts 
last paid as taxes on p•roperty acquired by the Port Authority 

for marine and inland terminal properties. 
lSx 
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The iti-lieu-of tax provisions in th~se statutes set forth 

the States' policy to protect municipalities from loss of 

established tax revenues in those cases where the project 

can support such a payment. The legislation was not intended, 

however, to insure that municipalities would derive tax 

revenues from such public projects on the same basis as if 

they were purely private in purpose and operation. The two 

States decided that the benefits derived by the public from 

such projects more than justify their tax exempt status, but 

that, within reason and within its means, the Port Authority 

should save municipalities harmless from tax losses which 

might otherwise result from the effectuation of Port. Authority 

projects. This balancing of equities has worked well. The 

Port Authority's terminal program is serving vital public 

purposes without hardships on municipalities .. To subject 

these facilities to tax could only serve to destroy this 

effective pattern. 

Because .it is constitutionally defective and unsound in 

principle, and because its objective would be seriously 

detrimental to the economic development of the States of 

New Jersey and New York, this bill should be rejected by 

your Honorable Comillittee. 

September 20, '1977 
16x 

Respectfully submitted 

VeP-'-=:::'X°"-~ 
Counsel ·. · 






