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'SENATOR RAYMOND GARRAMONE (Chairman): I think we are about ready
to go. First, I want to thank you all for appearing at this public hearing
' of specifically Senator Tom Dunn's bill which deals with in lieulpayments,‘
Beyond that, I have invited Commissioner Sagner, the Chairman of the Port
Authority of New York and New Jersey to join us in really an exploration of
not only the spec1f1c bills that are’ in. the Stage Government Committee, but
the role of the Port Authorlty in 1978 and in the future. There are some
spec1f1c questlons we - have asked the Comm1351oner to give us his thinking on.
We are very much interested 1n the role ‘that the’ Port should be playing. What
we are attemptlng to do 1s to put 1nto focus the role of the Port Authorlty in
this bi-state reglon.‘ It is a rather 1mportant role that they serve. We would

,_,like to'see-how we can make it serve maybe a more important role in terms of the

needs as will be" deflned in terms of New York and New Jersey. So, we welcome
you. It is a public hearing and I would like to, for the- record, indicate
that Senator Tumulty, who . sits. on the Commlttee with me, is here with us today
and also Jim CarrOll,fwho is the aide to the Commlttee, is up here. Tom Klernan;
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 deflne, I would llke to open the meeting and ‘invite Senator Tom Dunn
to give us the beneflt .of his thlnklng on his bill - a general approach to
the Port in this bi-state reglon. Senator Dunn. o
SENATOR TH OMAS G. . D UN N. Chalrman Garramone, Senator.
Tumulty, gentlemen., Thank you for. g1v1ng me this opportunlty to speak ‘before
you on this matter of critical 1mportance to . -every taxpayer. in the State of
New Jersey. as well as New York and, in partlcular to those taxpayers of '
municipalities in which the Port Authorlty ‘of New York and New Jersey owns
land and bulldlngs.' I am particularly pleased w1th this opportunlty also .
in v1ew of the fact that I am the prime sponsor of leglslatlon known as Senate
Blll number 1639 which, 1s the subject of this hearlng and which would, 1f 1t
became law, requlre the Port Authorlty of New York and New Jersey to make annual
payments to local governments equal to. the taxes which would have been realized
from the property had 1t not been owned by the Port Authority.

On August 21, 1921, by Publlc Resolutlon Number 17 of. the 67th Congress
of the United States, Congre351onal approval was given to the original compact
- between New Jersey and New York, creatlng the Port Authorlty of New York and New
Jersey, then called the Port of New York Authorlty. That approval setflnto
motion the glant and autonomous agency we know ‘today. :Included in its many
‘powers, which were authorlzed by the compact, was a prov1s1on which permitted
the Port Authorlty to make payments in lieu of taxes to m1n1c1pa11t1es, but
-whlch llmlted the sum to be pald to those taxes- last pald on the property
prior to_the time of thls acqulsltlon by ‘the Port Authorlty. I am referring
to that provision in the compact encompassed 1n New Jersey Statute, 32:1-144
which.reads’— and I quote- "Agreement between the Port Authorlty and mun1c1pa11t1es
amount and manner of payments To the end’ that countles, c1t1es, boroughs,d
v1llages, towns, townshlps and: other mun1c1pa11t1es 1n the Port of New York -
dlstrlct may not suffer undue loss of taxes ‘and assessments by reason of the
acqu1s1tlon and ownershlp of property thereln by the Port of New York Authorlty
(herelnafter called the port. authorlty), ‘the Port Authorlty is hereby -authorized
and empowered, in 1ts dlscretlon, to enter into a voluntary agreement, or agreements,



w1th any. county, c1ty, borough v1llage, town, townshlp or other munlclpallty
. in said port dlstrlct whereby it will undertake to pay-a fair. and reasonable
‘~sum or sums:annually 1n connect1on w1th any marlne or inland termlnal property
.}owned by ig, not’ 1n excess of the sum ‘last- paid as taxes upon such property
prlor to the tlme of 1ts acqu1s1t10n by the Port Authorlty. Such payment or
payments whlch the Port Authorlty 1s hereby authorlzed and empowered to make,
'shall be in. such amount or amounts and shall be payable at such time or tlmes
‘and under such terms and - condltlons as shall be : agreed upon by and between _"
the Port Authority and such county, city, v1llage borough town, townshlp
or other mun1c1pa11ty concerned "or empha81ze that this was in 1921 h
‘ It is the foreg01ng prov1s1on of law w1th whlch my proposed amendment
deals. Before 1ntroduc1ng the new 1eglslatlon, I sought the legal oplnlons of
both the. Attorney General ‘and :the City Attorney of Ellzabeth New Jersey.
Both Attorney General William F. Hyland and Clty Attorney Frank P. Troc1no, who
'1nc1dentally is w1th me here today and . 51ts at my rlght,'were in agreement that:
the amendment in guestion did not. require a Congressional approval but could »
become law with the adoptlon of ‘the necessary amendatory language by the Legis-
' latures of New Jersey and New York, accompanled by the _approval of the Governors
‘of these States. In rellance upon the.. legal oplnlons, I then prepared the -
necessary leglslatlon now under con51deratlon._ ) -
‘In my v1ew,,based on nearly thlrteen years as Mayor of an urban c1ty
in whlch the Port Authorlty has land holdlngs of 1800 acres of land with .a: current
' assessed value of more than $4OO mllllons of. dollars, or approxlmately one- - -
.fourth of the Clty of . Ellzabeth's total assessed value,,the current. formula ’
-“which now. permits the Port Authorlty to . pay. to the Clty of - Ellzabeth only '
$63,000 annually, represents a totally unfalr burden upon : the taxpaylng publlc
of the clty, as. ‘well as upon the taxpayers of . all mun1c1pa11t1es 1n which the
Port Authorlty owns land. - . ; o
‘ 5 As recently as . October 30th, Port Authorlty Chalrman,iAlan Sagner,,
reported in’ a television 1nterv1ew that he recognlzed the 11m1tations of the
current law and hoped to be able to revamp the formula by whlch the Authorlty ','
makes ‘payments .in 11eu of property taxes so that New Jersey. c1t1es such as
_bEllzabeth Jersey Clty, Teterboro, and Newark may receive addltlonal flnan01al :'
- benefits to’ glve some rellef to the tax base. of those mun1c1pa11t1es.‘ I flnd
Chalrman Sagner s v1ews heartenlng, and I welcome them as’ they are: con31stent
w1th the object of my. legislation, although Ido ‘not know at thls t1me whether
or not he supports the: formula which I have proposed 1n S-1639.
'For many years, there has been much talk about re11ev1ng the burden
of the local taxpayer._ ThlS leglslatlon takes a. glant step forward _and is a ;
,p081t1ve approach to correctlng and rectlfylng what has been a grossly 1nequ1-
table 51tuat10n.;‘ T : )
Let me glve you- an example of what would happen 1n the Clty of
Ellzabeth - and the beneflts derlved by 1ts taxpayers,.should S-1639 become law.
) ., The Port Authorlty,vas I have mentloned, owns land in Ellzabeth w1th
‘a current assessed value of $400 millions of dollars.. Based on that flgure
" and the 1977 tax rate in Ellzabeth a reductlon in taxes to the general tax- .
,paylng publlc would be reallzed 1n an amount of approx1mately 40 percent,_,v »
;or as set forth as follows' ' . : ”
' 1977 tax rate per $100 valuatlon 1s $4 19 less a reductlon of $l 70

o



would make ‘an adjusted 1977 . tax rate to the other people of our Clty of
$2 49, 1nstead of the $4 l9 . . ‘ oo I
‘The foreg01ng reductlon is calculated upon flgures furnlshed to me ;
by the Department of Flnance 1n the Clty of Elizabeth, ut111z1ng $100 000
. per tax p01nt and ant1c1pat1ng a reallzatlon of $l7 mllllon dollars in lteu
of - tax payments’ by the Port Authorlty, based on the assessed value of $400
~million dollars in holdings by that agency.
In addltlon to the: annual payments received from the Port Authorlty
from land and bulldlngs owned by 1t the City of Elizabeth also recelves
$824,000 ‘under a- fairly recent 1972 agreement between_the,01ty 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 almost $2 mllllon in back 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 Authorlty.‘
' Therefore, ‘the amounts realized are subject to future jud1c1al
determinations because of the dlspute ralsed by the Port Author;ty in its

tax appeal. o ' : . : '
' In any event, there is no doubt that should S- 1639 become law, local
" taxpayers in. Ellzabeth and other 01t1es with similar circumstances would immedJaLnjy
realize an approxlmate reductlon of. 40 percent in their local property tax

bills. 4 : SRR : P A

» For‘the reasons that I have set forth in this statement, and voiced

as .well on manytoccasionskin 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 Abrahameincoln, instead of -John Fitzgerald
Keenedyvfor 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

dlfflculty and we must rise to the occa31on. 'As our case is new, so must we

thlnk anew and act anew. We must dlsenthrall .ourselves and then we shall save

our country "

I am interested ‘at this partlcular time in sav1ng those cities .
w1th1n the - jurlsdlctlon of the Port Authority. So, let me again thank you
for the opportunity of- appearlng before you‘today, gentlemen. .

» ‘ SENATOR GARRAMONE : Thank you very much, Senator Dunn, I have maybe
a question or two. I think I .am readlng thls properly. . You received $63 thousand
- from the Port. That is exclu51ve of the: $824,000 that was a supplementary '
agreement made.ln 1972, If,thls b;ll_were to: become law, that would. change
to approximately $17 million now? Am I reading that properly? ‘
' SENATOR DUNN: Yes. o . . v
p SENATOR'GARRAMONE° How would thls affect the remaining areas that are
w1th1n the geographlcal conflnes of the Port? . Do you have a reading on. that?
What are they presently gettlng in lleu of. taxes? If th1s formula were to be
dlstrlbuted to all of the affected mun1c1pa11t1es, do you have any pro;ectlon
of what that would cost? ‘ _
SENATOR DUNN . Do..you mean how would that affect Jersey C1ty°
 SENATOR GARRAMONE. Yes, Jersey City and--' ,
' SENATOR‘DUNN No, I.don' t have flgures on that at all



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 result of a negotlated 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-
patlon 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, Agaln,
you have to. be mlndful of the fact that the railroads running through the
City of Elizabeth are bankrupt and owe us more 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 Authorlty has a lot of gall to take that appeal to
the State of New Jersey. L
_ SENATOR GARRAMONE: This was an agreement that was entered into in
‘727 S ; B ‘
' 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 aiso.
. Just on . the overall approach of municipalities in the States_dealing
with. the Port, do you have any suggestion in'terms of providingvbetter,input
to the direction the Port should be taking - because they do have long-range
planning ?vin»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
would 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 ownis 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 crlmlnal ~and if the Port Authority would Just bend a:
little bit and would be willing to say,"All rlght this partlcular bill is
the ultimate for the City of Elizabeth. ' It shoud . be.changed, or amended, or
_ negotiated?[fwe’woﬁlduhe"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“éounter-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. ' .

@



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: VYes, 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
fiﬁd 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. . . : v

SENATOR DUNN: I might say this, Mr. Chairman, if you are talking~
about commit{ees and you are talking about time, I emphasize here that I have been
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 éourt 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 Elizabeth 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't 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 embarréssing
to be the Mayorbof a big urban city and to receive‘abéoiutely 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 somethihg about the fiscal needs
of our City and the total inequity of allowing an auﬁohomous agency to pay ‘
us an insulting $62 thousand a year for all the land tha£ they own and all
the buildings that they own and all the tenants that they have who aren't
engaged in the area df transportation at all. They are making a pile of money



.and they have been for 57 years.‘ What they‘have'been doing‘Withhthe money -

yWell I guess some of it 1s commendable ‘but there is an awful lot of 1t that
isn't so commendable. You would thlnk,out of thevklndness of thelr_heart they
would be willing to‘mahe a deal with the City of Elizabeth or with'some of the
other cities.v They have ice" cold blood runnlng through their velns and with-
the change in admlnlstratlons it makes no dlfference.‘ It is like- me appolnt-
1ng somebody to the Board of Educatlon who wants to. get on the Board of. ‘
Educatlon because -he knows how he 1s 901ng to save ‘taxpayers. money by d01ng

&

~this and doing that., He only attends one meetlng and overnlght he becomes
the most ‘pro. educatlon 1nd1v1dual on the new Board. " You know, I love Alan.' '
':Sagner. ‘He is a great guy, . ‘but he 1s no dlfferent than Austln Tobin. Jim

&

'NKellog is a Commlss1oner who lives 1n “the City of Ellzabeth ‘He couldn't
~care less about what ‘is happenlng to the Clty of Ellzabeth even though hev
is a redident of it. There is absolutely no change. They are all cut from the
same cloth. They have absolute ice water 1nstead of blood runnlng through :
their veins. i o ) o o
SENATOR GARRAMONE' Well ‘I think, Tom, the phy51cal characterlstlcs
of -the 1nd1v1dual members really wasn't the ‘topic of dlscuss1on. - I have hopes
that Alan Sagner will glve 1t a new: 1ook, but we. w111 see. . You know, he will
‘have his’ day. . : Lo : - FEERN : - -
) ‘SENATOR DUNN: Mr. Chalrman, I am a 1ame duck. ‘T will be out of’office
in a couple of days and it is going to break my heart if when I leave the '
fSenate on January 10th,. I find that my bill 1s Junked and, "Well, we had a . ]
upubllc hearlng, that w1ll qulet Dunn for a whlle"'- . you know. I am appeallng ' e
‘ to the members of the Leglslature and’ to. the Governor to just con51der ‘the : ‘ k
total unfalrness of thls - the 1nequ1ty of it - and to try to glve some rellef
‘_to our City and other c1t1es that are. really belng strangled because of the h~ _ : ' e
power and .the 1nfluence of the Port Authorlty. - . : ; B
-SENATOR GARRAMONE. Senator, you have- made a. very good p01nt I thlnk.
This in lieu payment is very. much in focus in most urban areas. I don't thlnk
this blll will be junked Maybe thls partlcular blll may not pass thlS Senate
this‘year because ‘we are really in the last couple of weeks of the- sess1on.
v But, I think the prlnc1ple has: been enunc1ated by yourself and others a great
deal and I thlnk there 1s an awareness of 1t on the. part of . the Port - that.
there has to be some falrness doctrlne, if you w1ll, establlshed in thls whole
“area of in lieu payments. ’ ' .
) " So, I thlnk there 1s ‘a _purpose for this hearlng, Tom.v I don t see.'
1t falllng off the Cllff and nothlng happenlng 1n the future Leglslature. I
" would see act1v1ty 1n th1s area._»'v. T e , L v
Senator Tumulty? ST ”i': v, B : o '
‘SENATOR TUMULTY° Senator, and Mayor, I would comment at the outset
~,‘that you, Senator Garramone, and I all occupy the unlque position of - belng S » . ‘ v
lame ducks.‘ Maybe what the Port Authorlty needs is a former Senator or a - IR ‘
»,former Mayor to serve on the Port’ Authorlty.i ' ' '
SENATOR DUNN - That is w1shful thlnklng, I am’ afrald
SENATOR' TUMULTY.‘ I am w1111ng.: ‘ )
SENATOR GARRAMONE' Joe,_have you been a Mayor? ) o
; SENATOR TUMULTY' No, I haven't been a Mayor,,but I have been pretty
ilclose to c1ty government in my tlme.'” ‘ ) N



. 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 myself, 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 is an
illustration of the diversity that sits in that Senate - Tom Dunn and Joe
Tumulty. I think that brings to bear the_nécessity 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 gocd 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 govérnment and your -local government
only deals and really exists at the option of state government; So, you have
two;gI think, very excellent examples sitting here of people who do make the
laws.

SENATOR TUMULTY: Mayor, how much of the 1,800 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 ﬁp—to-date figures are the $400 million.

SENATOR TUMULTY: Your $400 million figure is an appraisal?

SENATOR DUNN: VYes. 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 somewhat 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. Bﬁt, 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.

SENATdR 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 oﬁtside‘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 figufes on it. I don't know what it does to.help the economy of the



' City of Elizabeth. The expansion of the Newark Airport and the two new hotels
that were built in the City of Elizabeth could be, certainly, cla551f1ed as
‘one benefit the City has received from it. : ‘ .
) But, I am sure that the dlsadvantages outweigh the advantages when you
"look at the ‘overall problem from'a municipal standp01nt.
SENATOR TUMULTY: Is part of the Airport in Elizabeth now? _
SENATOR 'DUNN: One-thlrd of the Newark Alrport is in the City of
Ellzabeth , . - : : .
g SENATOR TUMULTY: ‘Andvhow~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 flre and pollce protectlon to the

Port: Authorlty, or-do they have. thelr own? !

" SENATOR DUNN: The Port Authorlty has thelr own but on a day—by-day
ba51s, ‘we- are constantly prov1d1ng supplemental services to the Port Authority -
. police services and fire services, ‘as well as the legal entanglements that are
‘ " involved with operatlng the Port within the, Clty of Elizabeth. All legal-
" matters’ resulting therefrom must . be adjudlcated in our mun1c1pal court, Wthh
is also a tax1ng situation on our m1n1c1pa11ty.
) . SENATOR TUMULTY. 8o, in summary then, it is your p051tlon that the
dlsadvantages of hav1ng them far outwelgh the advantages? L
. -SENATOR ' DUNN: Absolutely. Just the services that we'do provide,
with flre ‘police, mun1c1pal court, and some other things I -just can't think
of rlght now; certainly do cost more than $62 thousand a year. - So, actually,
' we receive nothlng for the services that we. do prov1de and we are’being
A -penallzed by not belng able to get a better shake on the assessed value of
‘,the land that ‘they occupy. -

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

‘ SENATOR TUMULTY: Thank you, Mayor.

SENATOR GARRAMONE: ~Thank you, Senator.

- SENATOR DUNN Thank you. - . N ) . -

SENATOR GARRAMONE: ' Alan, do you want to jOln us. . We will wait.until‘
the noise decreases; o ; ' :

COMMISSIONER SAGNER: It is alshame they can't wait to hear the answer

“to Tom' s 1naccurate statement. . .
- SENATOR GARRAMONE: I would llke to welcome the Chalrman of the Port
‘ Authorlty of New York and New Jersey. He: w111 share w1th us his' comments
on Sénator Dunn's blll and’ a number of other bllls before our Commlttee.' And,
of course, he will answer the questlons that we dld pose to the Port Authority
1n terms of their ‘general approach to ex1st1ng problems and’ whatfthe future
problems w1ll be and how they can help this b1 state area.'kwe did make note
of the fact that there are other ex1st1ng commlttees in' the State of. New
York who are looklng 1nto the expendltures of the Port in terms of expenses
;and trlps, whlch are all very valid. As I understand it, the Commissioner
has made changes in that procedure. This is ground that is being covered
bv_by others. We. are obv1ously 1nterestedrln that area but we would like to
focus _upon - the blllS before us, really, and - .again; I am;repeating myself -
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" the general dlrectlon that the Port should be taklng in the a851stance of the
vbl-state region. S o )

Again, should there not be a constant source. of  input of 1nformatlon
.from the Legislatures - i.e. the people.- to the Port so that you can respond,,
or communicate dlrectly 1n terms of what are the mutual problems and how do we
solve them? Certainly, you are in a new age. The spotlight is now being focused
.upon the Port, more so than ever before. You never had: the ‘spotlight upon you
and a reéognition 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 general scene, Commissioner, we welcome your participation
and the microphone is yours. ’ ) - S ) :

COMMIS S I'O,N E'R ALAN S A G N E R: Thank you, Senator Garramone,
‘1Senator Tumulty, Mayor Dunn,'and ladies and gentlemen. My name is Alan Sagner.
I am Chairman of the Board of Comm1551oners for the Port Authorlty of New York
and New Jersey and I am gratified to be here and respond Senator, to your
1nv1tatlon to discuss with you the matters. referred to. in your memorandum to
-me of October -24th, relatlng to Senate Blll No. 1639. .
- Before I proceed with my prepared remarks, I cannot restraln from
correctlng certaln statements made by my friend, Senator-Mayor Dunn. He .
quoted me as hav1ng said in a telev1s1on interview that I recognize the llmlta-
tions of the current law and hope to be able to "revamp the’ formula by whlch
_the Authorlty makes payment." I don't know, Tom, whether you didn't see the
program yourself or whether this was reported to you, but that. 1s not what

I said. What I said on that program -.and I repeated,lt about a week later .
at the Erie LackaWanna Terminal in Hoboken when I appeared with the Governor
and Mayor Smith of Jersey Clty and Mayor Caplello of Hoboken - was that my
statements were in response to a letter 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 mun1c1palities on both 51des of the river.

I said on. the telev1s1on program - and I said this in Hoboken and I
have replled to the Governor - that I am 1nvest1gat1ng this very carefully and
that I can assure all of  those respons1ble that all of the mun1c1pa11t1es on
the Jersey. side of the river will be treated on the same terms and conditions
and by the same formulae as those in New York. Spec1flcally, in response to the
Governor's letter, it would appear that, for example, larger payments are being made to
New. York for the use of the airports in New York as opposed to the payment
for the alrport located in Newark and Ellzabeth ' The formula is the same. The
base is the value of the propertles at the time: they were: taken by the Port
Authority, whlch is in accordance w1th the formula. I sald our 1nvest1gat10n is
not complete and that 1f there are any cases where New Jersey mun1c1pa11t1es

© are not rece1v1ng fa1r treatment and on the same basis as comperable properties
'1n New York, we would take 1mmed1ate actlon. That 1s an accurate report of
what I said and what was contalned in my 1etter to the Governor.
In spe01f1c response to. Blll No. 1639, I have submltted to you, Mr.

: Chalrman, a memorandum prepared by . the Port Authorlty general counsel Mr.
'Patrlck Falvey, dated .September 20th ) That memorandum, for the compelllng

reasons stated thereln, urges that thlS blll be-. rejected and we contlnue .

to urge that the bill be rejected desplte Mayor Dunn's arguments that 1t would
. have avdeletorlousveffect on the:Port Authorlty s operatlon and theueconomy,of



’pthis‘regiod. I w1ll not repeat the contents of that memorandum unless there
are questions ‘that your would like to raise about it.- Perhaps later I Wlll
Lpull out the more obVious ones.a P : : .

. ‘Rather then, with your permiSSion,vI Wlll direct myself to’ the spec1fic
questions raised in your memorandum of October 24th to me. Your questions, ‘number
‘1, 2, and 3 were: 1. "Has an inventory ever been- taken of the amount of tax-
able”property'owned by the Port Authority of New York and New Jersey in New

- Jersey? ‘And, is there Lnformation on the tax value of this property?"'

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

- And, question- number three is: "Which muniCipality has the most Port
' Authority-owned property within its borders?" '

" Our response to these. questions ist The Port Authority owns no
"taxable" property in New Jersey.” The schedules attached ‘hereto contain break—
‘:downs by muniCipality and county in both New Jersey and New York of property

“owned by the Port Authority on which such payments in lieu of taxes as are
: permitted by - law ‘are currently being made - by ‘the Port Authority and of Port.

.’,Authority owned bridge and. tunnel properties ‘on which, in accordance Wlth law,
M'no in-lieu tax payments are made. Also shown for each of ‘the muniCipalities

are the current assessed values and the 1977 tax rates.‘p

' The New Jersey muniCipality which has the most Port Authority owned
property within its borders is thé City of Elizabeth., " As the schedules indicate
'the Port District muniCipality which has the most of such property is. New York
City. » B : AN - ; : -
‘ : The next‘questioneis° ~“If the Port Authority would be reqUired 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 8 plans for the future? How would it

r_affect the Authority s credit rating?"

» ‘The Port Authority is currently making "in lieu" of tax payments on'p“

its marine and inland terminal properties in both New 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 1ieu payments on its properties in New Y. rk,,it would be paying

‘ $74 million more’ than its current payments. . L : -
I am certain that Mayor Dunn believes in equality and fairness and

that what we do- ‘for Elizabeth we must do for all other muniCipalities. So,j"

if we were to adopt the formula in the proposed bill - we would be paying in{'ﬂl

taxes to the muniCipalities and to both sides of. the: river more money than ’

we show on our bottom. line therefore making it lmpOSSlble 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 and maintained Wlth thevprospect that they would be taxed as 1f privately

'owned the Port Authority would have been unable to undertake them. .

: ) Furthermore, as our memorandum in oppos1tion to’ S—1639 demonstrates,'
_lf legislation was enacted which subjected Port Authority properties to full
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taxes in New Jersey, it would, as I have said, " to be legally validhbneceSSarily
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 nothlng, or perhaps show a small
profit to be divided among all taxpayers.

Furthermore, such leglslatlon~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 rating 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 inerease_the deficits produced by those marine terminals. And,.
please take not that I say "increase the 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 undervlong-term leases without the ability tO'reopen them
if we had to pay additional costs. .-

The imposition of full -taxes would have the 1mmed1ate effect, however,
of terminating construction at Elizabeth slnce 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 reason we are unable to bulld on that 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 remalns vacant and jobs are not
created either in construction or employment there because of the tax plcture.

Full taxes on the Port Authorlty owned properties in Elizabeth which -
are used as a part of Newark: International Airport would add almost $6 million
to the facility's operating cost.. A significant portion of this amount would
be automatlcally passed on to the airlines under the terms of the facility's
master 1ease, thereby addlng to. the cost of doing business at Newark Airport
contrary to. the efforts “being made at all other public alrports to reduce costs.
Again, the a;rllnesbare a cornucopia that could serve out goodies indefinitely,
bntmany‘of‘them are in very serious financial difficulties and increasing and
increasing costs will lead to their curtailmentbof service, the loss of jobs,
and the loss of benefits to this region. v

In fact, as an aside I would like to say that even ‘the charges that
we are entitled to charge the alrllnes under our contract are belng deferred
in order to help them through these difficult economic times.

The Newark Truck Terminal is currently assessed at $5 1/2 mllllon »
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 approximatelyvsz million, less than 40% of the assessed »
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“value. S .
o Teterboro Airport, the only airport owned by the Port Authority, is
operated by Pan American WOrld Airways under & long-term operatlng agreement.
Under the:terms of that agreement the 1mpos1tlon of. full real estate taxes,
Whlch would approxlmate almost $1' million per year, would have to be’ absorbed
by the Port Authority because under the terms of the agreement Pan American
would be permltted to termlnate the agreement if we attempted to pass such! ‘
taxes on to them. Termlnatlon of  the agreement would. also involve the Port
Authority's required relmbursementnto Pan}Amerlcan of approximately $7 million
of unamortized investment, $7'million'that we would have to take out of our
funds, funds that’weican use for mass,transportation and - for other benefits
for this region and give it over to Pan American,’and-for what‘purpose? To.
give one million to the seven or elght res1dents of Teterboro who already

have the lowest 'tax rate in the State of New Jersey.

- As the attached schedules indicate, full .taxes on the Port Authorlty
owned properties in New York which would necessarily’ follow full taxation in.
New.Jersey, would have totaled $104,519,612 for the year 1977,

Question number 5: "What are the economic trade-offs involved here?
For instance; how many jobs are prov1ded in the State by the Authorlty? Whlch
of the Port Authorlty s operations provide the largest. number of jobs? Where
do most Port Authority employees live? Are there any estimates of the. total
labor pool?"‘
‘ - In response: 'The‘public facilities provided‘by the Port Authority
not‘only generate substantial employment and payrolls during.construction, »
but also-provide thereafter when they become operational, many permanent‘jobs
as well as other sources of income. It is reliably estimated that within the
‘Port District, .one person in every four derives his livelihood from Port
activities to whlch the Port Authority makes 51gn1f1cant and v1tal contri-
butions. : s S
. The‘following table lists,the number of jobs,provided‘by each of'the-
Authority's facilities in New Jersey: ’ N o ‘ »
Newark Internatlonal Airport.provides. . . 6,100 - jobs

Elizabeth~Port Authority Marlne Termlnal prov1des 4,400 jobs
Port Newark provides s N .3/200- " - jobs
. Journal Square Transportation Center provides' }f' - 1}600 . jobs
«Teterboro Airport- provides : L ) CUel 1900 jobs
Tunnels and Bridges and Other Facilities prov1de‘ : 1,200 :jobs
For a total of: : : i . 17,400 'Jobs

‘Of a total of 8, 200 permanent and temporary Port Authorlty and PATH
employees, 4;600 reside in New York and 3,600 in New Jersey. The dlscrepancy :
between the 8,200 and ‘the 17,400 are those people who are employed by steve- ‘

. doring flrms and alrllnes and are not direct employees of  the Port Authority..
This is out of a total labor force in New Jersey of 3.3 million.
v Another aspect of. thls proposal: which -could readlly be. overlooked 1s
} 1ts effect on the competitive position of the port area. Now, I think, Mr.

Chairman, members of your Committee, and Mayor Dunn -- Tom, if once in a whlle‘

I sould like I am belng sly in my remarks, I.-have great sympathy and respect
for your efforts and your determlnatlon and it is only done ‘in the same good
humor . that you used when 'you said I had a lot of gall So, I really want to be
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respectful but I think it is a very serious'problem that you are causing us to
"focus on here, much more. 1mportant than people reallze.,

' We have made an analy51s of major United States' ports and their
public authorltles wlth partlcular attention to the methods of fundlng for
capital improvements, 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, New Orleans, Los Angeles, Long Beach, “san’ Francisco,
Oakland and Seattle. ' S , o

) . In summary, we found that the only port maklng payments in . lieu of
taxes is the Port Authority of New Jersey. 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 serv1ces received such as police,
fire, sewage, computer services, and contrlbutlons to retlrement plans.‘ The
‘payments are made on a per call or use basis. The ports of Boston, Philadelphia -
and‘Hampton.Roads have 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. However, if those ports cannot
meet the payments, elther dlrect sub31d1es are recelved, ‘as in the case of
Phlladelphla and Hampton Roads, or deferred, as in the case of Boston.

‘ Flnanc1ng the development of new facilities parallels the commltment
of the port agency in operatlons. Only in the ports of New York and New Jersey,
Boston, Long Beach Los Angeles, and Oakland is financing accomplised through the
“issuance of revenue bonds backed solely by the revenues of the agency. In:
Phlladelphla, Baltimore, Hampton Roads, New Orleans, San Francisco and Seattle,
port development is prov1ded by the 1ssuance of either general obligation bonds
Jof the State or municlpality,'directvappropriations or a combination of both.

' In New Jersey, of the $400 million of value there,inot‘one penny is thev
" responsibility of the taxpayers of Ellzabeth, of Union County, or of the State
of New Jersey. . All of that was financed by bonds sold to the publlc - to the
'1nvestment publlc - based on the revenues . to ‘be derlved and pa1d .to them. from
‘the overall operatlons of the Port Authorlty.. .

it 1s not only the ports listed above which are the benef1c1ar1es
of various forms of state or local a1d the local situation which is partlcularly
relevant here ‘is not different. 1In New Jersey, the South Jersey Port Corpora-
tion is the direct benef1c1ary of ‘financial assistance from the State Treasury.
And you and Senator Tumulty and Senator Garramone, ‘in approv1ng the budget
for the State of New Jersey every year have approved monles in. that. budget
to be pald to’ support the 1ndebtedness of the South Jersey Port Corporation -
somethlng you don' t do for the Port Authorlty of New York and New Jersey.

In New York, the Port of: Albany, in recent years, “has - had the beneflt
of a state loan and state capltal grants._f

For ~all the foreg01ng reasons. we are: flrmly conv1nced that S-1639
not. only is constltutlonally defective and thus could not be lawfully imple-
mented but also. embodles a pollcy whlch would if adopted be 1n1m1cal to the
best 1nterests of the State of New Jersey. . o

Mr, Chalrman, we have attached here tables that glve you the 1nfor- N
matlon that was requested on the locatlon of the Port Authorlty fac1llt1es, ‘
.the current assessed.valuatlon, the tax rate and what the taxes would be 1f i
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"they were assessed and taxed at the current rate. } R -
Mr. Chalrman,'lt 1s approprlate ‘that this hearlng is taklng place the

day after. the settlement of a dlsastrous dock strike and it . helps me to p01nt
- out. that all of the 1mportant 1ssues behlnd the dock strlke were efforts onv

the part of the: ILA to equallze labor costs among the’ ports, to try to. remove
‘one of the_dlsadvantages ‘that this port ‘area has. We have a number of dls- ‘
advantages here."Until’recently) we.hadthigher labor costs, higher dra1nage1
costs, hlgher railroad costs and the fact that the shlpplng that is generated

in this area 1s from manufacturlng that is not available because the manufacturlng has

left this. area.; And, if we add another dlsadvantage to that razor th1n
difference that ex15ts now between most of our competitive ports,- we will con-

tinue to asslst 1n the deterloratlon of the Port and: the jobs . and the 1mportance

to” our economy.. . )

. I think we have to. thlnk of . the overall plcture. The answer to the
problem that Mayor Dunn is ‘so correctly ‘concerned about,. I think the current
'Leglslature 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 falls upon those people who have the ablllty to pay and doesn't
' depend upon whether you have a communlty of homes or a communlty of factorles
- or a communlty of schools or ‘a communlty of ports.i That 1ncome is to be ‘
: dlstrlbuted to the communltles accordlng to thelr need and that 1s the purpose

of the 1ncome tax, which it appears now 1s g01ng to be with us and perhaps will'

.be reformed and rev1sed to be more equltable. It is the key. It ‘is- the PR
foundatlon for solv1ng this problem and not by trylng to flnd an easy way out
of admittedly a very dlfflcult 81tuatlon 1n such urban communltles as.;»
Ellzabeth Newark Jersey Clty,ﬂCamden and. others. : .
f Mr. ~Chairman, I w1ll just take 30 seconds to tell you very qulckly
) where we hope to go with the Port Authorlty in the future, but first ‘let me'
',preface 1t by saylng how I, as ‘the new Chalrman of: the Port Authorlty, view
_: our. relatlonshlp with the State of New Jersey and. w1th the State of New York.,
: I do not view the Port Authorlty as the third leg - ‘or -the thlrd
'p01nt on a trlangle con81st1ng of the State of New York, the State of New
Jersey: and the Port Authorlty., It is my v1ew, and it is shared I. ‘believe,
by a majorlty of the Comm1351oners who are now serving on the Port, Authorlty
‘ that the Port Authorlty is’ exactly what 1t was created 1n 1921 “to do, and that
“:1s to serve as a tocl, as an 1nstrument of the two states to accompllsh those ‘
V thlngs whlch it can do better than any other state agency can- do. . We w1ll
carry out those respon31b111t1es,ve1ther 1deas 1nitiated by us or by the

"Leglslature of either state, that can receive the approval of the leglslatures -

of the two states ‘and the governors of the two states because 1t is. only )

h from that source that we have the authorlty to undertake progects and programs.
"It is because of the dlrectlon that we recelve that we are g01ng to proceed

- with large pro:ects in mass transportatlon 1n the amount of $400 mllllon.

One hundred ‘and s1xty mllllon dollars is.currently belng spent. for an expan51on
of the bus termlnal at 42nd street 1n -New York whlch pr1n01pally serves the .
c1tlzens of New Jersey - more than any other from the county in whlch we are
hav1ng these hearlngs, from Bergen County. . '

l _ One hundred and twenty mllllon dollars addltlonal w1ll be made
avallable as plans are developed 1n cooperatlon w1th the Departments of
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Transportation of the two states for other transportation facilities in both
New York and New Jersey. ' h '; » ' »

In addition, we are studying two other important areas that we think
the Port: Authority can serve and serve better than any other agency. One is in
the area of economlc development .and’ we are currently studylng three locations;
one in New York, one in Jersey Clty, and one in Newark. We are proposing to
‘ develop industrial parks which- would be financed and developed and constructed
by the Port Authority for development by private enterprlse with the con-

. structlon of ‘buildings” and job opportunities.’ : .

We are attemptlng,ln the concept of these 1ndustr1a1 parks, to a851st
the urban communltles 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 permlt 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 tlet we hope“to’develop in .consultation with the,legislatures
of the.two .states and the governors of the-two_states and the appropriate
cabinet officers of the two.states;l R o , o ‘ o

The other -area in which we hope‘to’be active in the‘future; in
addltlon to prov1d1ng Capltal funds for public transportatlon, is to re-:
‘assert the orlglnal role of the Port Authority as a leader in transportatlon

- plannlng, to work with the transportatlon departments of the two states and

‘the counties to develop plans to improve both passenger and frelght trans-
portation in this area. . .

I would be glad now, Mr. Chalrman, to answer any questions that you
or- the members of your.Committee might w1sh to address to me. _

SENATOR GARRAMONE: Commlss1oner, Senator Tumulty requested us: to
delay asking you any questions. We do have,avnumbervof questions. that we
would like to pose to you. Maybe we couldvgive.you'a chance to.grab a
- glass of water and get your vocal cords in order. Senator Tumulty has a
request. ‘ » Ry . . . ‘ - '
v SENATOR TUMULTY- Mr. Sagner, in the audlence is the Chlef Assessor
of the Clty of Jersey City, Miss Jeffers,. and she may have some things that
she would like to say whlch mlght lead either Senator Garramone or myself to
seek some enllghtenment from you on.. So,. if you wouldn't mlnd, we would llke
. to defer your questlons untll I call upon Mlss Jeffers.‘

COMMISSIONER SAGNER: I am at your serv1ce, 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 1n your blood. As tovyour
gall bladder, I am not a doctor, T couldn t . comment’ on that

COMMISSIONER SAGNER:: You are a scholar and the llttle bit I remember
from my Latin is that Gaul is divided into three parts so there is enough for
everybody . v - o ' ’ ' N

_ SENATOR TUMULTY* Thls, Mr. Chalrman, is Mlss Jeffers from the Jersey
City Assessors offlqe. ‘She handles all the assessments of the Clty of. Jersey
City and has for manyfyears.‘ I think I can say, without fear of contradlctlon,
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she is probably the best 1nformed person in Jersey Clty on our 1ocal tax1ng
process. , o : B
‘MARGAR ET. J”E F FVE R H Thank you, Senator Tumulty.,_ Senator
'>Garramone, Senator Tumulty, gentlemen" I was not aware of. thls meetlng untll
very late yesterday afternoon and I was . very 1nterested 1n both speeches
’thls mornlng. ‘ . o
) © I would llke to say, for the record that -Jersey Clty < I don't see -
it appearlng here - does. receive $86 thousand in lieu of taxes for the so-called
bed of. the old H & M'= the’ Hudson ‘and ‘Manhattan Rallroad - which became PATH.
As far as the rest of the property in Jersey Clty, we "do have access routes.
"to the Holland Tunnel which would have to be.there anyhow. But our maln -
improvement today 1s the Journal Square Transportatlon Center.
I would like to call to:your attentlon the fact that while the flgures
are undoubtedly what they appear in the 1977 book the proper value of that .
transportatlon 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 hope to get some 1nformat10n from Port Authorlty as
to cost figures so that at least in our: exempt role we w1ll have the proper »
' kind of a‘figure; This figure that says Journal Square Transportatlon Center
of- $2 million is what was there before. The Termlnal itself, I would not be
surprised; would run more llke $75 or 880 million. ‘That. is not a correction.
‘'This is accordlng to - the books, but it doesn't give you the proper picture of
the s1tuatlon in Jersey. City." . RS
. SENATOR GARRAMONE 3~ It is not reflectlve of what the true value .of the
property w1ll be ‘at the present time.
MISS JEFFERS: Right. 'I thank you. .
SENATOR_TUMULTY'- Miss Jeffers, do you have any 1dea - or any concept -
of what the PATH center brings. into the economy of the City? - Have you 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 Transportatlon Center. However, there
are uses there that are not strictly public uses. - stores,; banks, lobby opera—
tions, whlch would not be Port Authorlty employees. So, I don't know. I
would th1nk 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 Transportatlon. .
SENATOR . TUMULTY : Well, w1thout puttlng you on a spot, are.you
ba51cally in agreement with what Mayor Dunn 'said here today‘>
MISS JEFFERS: . Yes, ba51cally. ‘ } . v
' SENATOR TUMULTY: = Do.you support Mayor Dunn s bill? :
MISS JEFFERS: I support getting enough taxes from the Port Authorlty
that would help the City. . )
SENATOR TUMULTY: Do you have some substltute? ‘ ,
MISS JEFFERS: I certainly don't feel that we can go to the p01nt
. where we can ruin the'Port of New York Authorlty. There has to be-some;balance.
in between, I would hope. : S hg Y ‘ _
\ ’ SENATQR TUMULTY: In other words, are you saying that. you would favor



an update of the original formula?

‘ MISS JEFFERS: = Yes. B

SENATOR TUMULTY: Is that what you are saylng? ’

- MISs JEFFERS:} Yes, that I would favor.

~ SENATOR GARRAMONE: Thank you.

} Alanl do you want to jOln us?. I have a’ number of questlons ‘here.. My
source of 1nformatlon really is- pretty much some of the statements the Port
has made over the years, ‘the '76 annual report, newspaper cllpplngs we have
“had and some of the studies made;v]One specific study was made by the Assembly
Transportation Committee in 1976, I believe, where_they.Were addressing them-
selves to why the toll increases. . .So, there is a whole speotrum 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 isvsome'direotion we.can obtain
- from you rather than, yes, it is a problem but let's leave it alone: we 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 plcture in the State is all part of it =~
they are all 1nterrelated !

‘But, spe01f1cally, thls in lieu problem that Senator Dunn did raise
is the focal point. of this hearing. ' Is. there some other solution that you »
see that doesn't impede the progress of the Port, its goal, ‘and what would youp
suggest should be the handllng of that problem° I recognize what you are
saying,- that you feel it is unconstltutlonal and also'the~strong arguments
that you have made in support:of your present position, but I do detect some-
what in this- international Israeli-Arab approach_that} you know, there is- -
always a door'Where'we can negotiate'something a little'better.»

" So, can 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 1ntimate contact with? You might.
help them somewhat. . o

~~ COMMISSIONER SAGNER: To carry .your analogy,'Senator Garramone,.I‘don't
want to be the Syria of this purely Arabfmatter,"But,~I.will bée. T think
when you start talking.ofvpaYmentjof’taxes by a state agency, vou are talking
about destroylng thatagency. I have to tread very carefully here because I
~am in support = and ‘it. mlght be contradlctory - of the: concept of government
agencies who have a large property in a,mun1c1pallty making some payment in
lieu of taxes, as your very respected Legislature has, I think, made the '
'initial‘steps‘to do: in the last few years.._An approach is being made where if
a municipality.has prisons, colleges hospitals that are state sponsored,z;
the State has an obllgatlon to make some. payment to those communltles,
such as Newark and others, that are burdened with those fac111t1es.

hut, I will hack off from that and say that even in that case the
Port Authority is not in that category because it lacks what the State has =
the authority‘tO‘tax; We are a business created by the State to carry on
its act1v1t1es in a bu51ness like way and it was very clearly spelled out
that we should not be taxes because we could be taxed, espe01ally ‘on an )
ex post facto ba81s. Weﬂcannot go to.the investment public and .say, lend
us money to bulld something. Here is our'proforma; This is what we are-
.going to have and this is how we are g01ng to pay you back. We are dead the:
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day that happens. ' : ' o

SENATOR GARRAMONE~ Well I thlnk maybe you touched on the general purpose
of’this Committee hearing. . What is your role to be in' the future? Does)
every venture'thatbyou embrace show a profit? Now, 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 statesﬁb How . are you going to
" make this decision? Are you g01ng to make it unllaterally, or are you going -
to make it with the ass1stance of both leglslatures’ . .

' COMMISSIONER SAGNER:. When we undertake a project, we. cannot-- . You
know, we are like the joke about a fellow who says I am worklng for a non-
profit organization but it wasn't planned to be that way. We don t, -normally,
go 1nto progects that ‘will not be self-llquldatlng.‘QThere are, because of
changlng tlmes, projects that the Port Authorlty has undertaken that are not.
" profitable. . . L ‘
’ I will give® you several examples.' One of the most notorious is the
passenger ship terminal. "By thevtlme that ‘came on stream, the lastvtrans—
Atlantic ocean liner went out ofybuSiness., Perhaps with better thinking it
could‘have been‘foreseen that that was the;trend, but it was built. It was a -
loser, has been a loser, and ‘the prospects.of,it not being a loser are very
good. But it wasn't planned that way. . The Union: Terminal in: New York'City,
was probably the first facility built by the' Port Authority, if I am correct
-~ on that

~ SENATOR GARRAMONE: Where is that located?

COMMISSIONER SAGNER: " On 9th. Avenue? .

MR. MULHERN: Bth and 9th Avenues and 15th and l6th streets. It is
the or1g1na1 Port Authorlty building. L

SENATOR. GARRAMONE: ©Oh, yes. :

. COMMISSIONER SAGNER: Inc1dentally, I d1d not introduce: Art Mulhern,
who is the counsel for the- Port Authorlty and Jim Conly, who 15 in charge
of public information, who w1ll help me fleld some .of the questlons on things
that took place decades. ago.

' SENATOR GARRAMONE : They don't look that old.

COMMISSIONER SAGNER: Senator, the progects that the Port Authorlty
w1ll go into, in order for them to finance. them without putting a burden on
the taxpayers of“thls State, have to be planned to be self-ligquidating and
we will not undertake them'unless'thei Legislature tells us - orlauthorises
us - because otherw1se we cannot do it. . . . :

SENATOR GARRAMONE° I understand what.you are saying. there, Alan,
Your emphasis was placed, in your summary, on the fact that you are involved
lnow - maybe more dramatlcally than ever before - in mass transportation.. You
have the bus termlnal complex, whlch I understand is strictly Port money, you
‘don't have any Federal or State money going into that. You. are expanding that
fac111ty in New York. . . . : |

But, you are 1nvolved in transportatlon. ’There has been talk about
the PATH exten51on and I would like to hear your thlnklng on that and about
coming to some terms with the present bond holders so that you can go into
‘mass transportatlon. I would like your thlnklng about that.-

‘ You.also opened up two other areas. - the economlc development the
1ndustr1al park - the three locatlons - and resorts recovery.. Ngow, that 1sv‘
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rather fascinating because that becomes a'nationwide problem- and I have seen
some examples of this, specifically in Milwaukee, where priVete industry has
come in with the City of Milwaukee and done quite a commendable job in terms
of turning garbage . into something that is usable. f

So, I am interested in this area and it would.appeer to me in 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. ] A

' I see that your’total income for this year.is, what, about $4507?
Is it $450 or $500--7?

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 o::$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 stedy grants
from Urban Mass Transit for studies that we are doing. - But, that is not on a
any fofmula basis. It is on a discretiohary 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 prlnc1pally
it would be our grants for the airports, out of the airport fund. Thls is paid -
into the fund out of the ticket sales of the airline users.

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

. I notice that you have a great aeal of traffic going over the bridges,
which is basically ears.‘ Does that héndle the bulk of the number of people
that cross the bridges and tunnele? Automobiles ae’opposed to bﬁses - which
handle the maximum number of people?

I have a lot of questions here, but I would just like your general
thlnklng 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. » , ©od
‘ SENATOR GARRAMONE: Still by individual car?

COMMISSIONER SAGNER: I don't have a breakdown on. that, but we have
been encouraging bus transportatlon by the use of bus lanes, which is an:
examplevof cooperatlon 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 Tunnei, which is very successful and seves a lot of time for
the bus commuter. — And, in the expansion, the overdue expansion and improvement
of the bus tefminal building, we are trying tb>encourage people to come into
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New York by bus. We are trying toﬂencourage ‘people to come into'New York
" by car pool by glVlng a very great dlfferentlal in tolls for car. pool, as
opposed to ‘the individual. o )
SENATOR GARRAMONE: Has that been successful? .
COMMISSIONER SAGNER' No. . .
SENATOR GARRAMONE- It has not. been?
) COMMISSIONER SAGNER: A very small percentage of people are u51ng
the car pools. » . . . - :
'SENATOR GARRAMONE' ‘Have you consldered dropplng the tolls during the
' non—busy hours? I experlenced this out on ‘the West Coast, g01ng from Oakland
to San Francisco. If. you r1de with three people you don't pay anything. .
f COMMISSIONER SAGNER. We have a study underway which’ we would have_
- done anyway. But, it is a requlrement for the “approval. “of the Federal T

’Highway'Adminlstrator for our toll 1ncrease that we do. ‘a study on time of
‘day and variable tolls and: we have a year 1n whlch to do that and that is
belng done. . . B o
. In mass transit - and you know, Senator, that there people who have
great expectatlons that are at times not related to reallty for the role of
' the Port Authorlty and what 1t can do. If you look at the Port Authorlty s
statement, whlch you have there, we are not broke. We have reserves. ‘Those
are reserves that are requlred by ‘law, by covenant ‘to maintain for the protection
of our bond holders - our bond holders ‘who have ‘purchased bonds from the Port
Authorlty in excess of one bllllon seven hundred mllllon dollars.‘ These are
~reserves and when you put them against’ that amount’ of debt they are not an
unreasonable amount of money when only ‘the. 1ncome of the Port Authorlty 1s
vallable to repay that huge debt.‘ So, these»areﬂprudent reserves‘and.must.
be kept as reserves. o o : o . ) _
. But, if you look at the statements that were made when Senator )
Wllllams was’ here, about the needs for mass transportatlon - when he-was
here at the: ‘National Transportatlon Study Group a few weeks ago - and if you
»rev1ew what was said at that time. by the Department of . Transportatlon of the
"~ State of New Jersey, thelr needs are beyond the. capac1ty not . only of the Port
V«Authorlty to meet the capltal needs of the State, but the State and the
Federal Government - Our needs are that great So; it is a questlon then
of prlorltles and plannlng to. see that we use our resources in the most cost
effective way. : ) ) ’ .
. ) ' The Port Authorlty 1s pledged to share some of its proflts and to use .
tthat money for. mass transportatlon, as I have descrlbed to you earlier - some
$400 million. This will not resolve all or even scratch the surface of . the
needs for mass transportatlon. ) : ) l . ' R
, What ‘we hope to do is to use the money 1n the most effective _way, in
n#cooperatlon with the State and the munlclpallties and the counties w1th1n the
“State, who are gettlng ‘more 1nvolved in mass transportatlon.
SENATOR GARRAMONE& Al, -what do you have planned for the other ‘
'$240 mllllon? ~You have the $160 allocated to the bus termlnal ‘ What,are
Jyou going. to do with the other money'> i . ’. e . N .
COMMISSIONER SAGNER. - 8120 was orlglnally to go to the PATH extenslon..
; SENATOR GARRAMONE. Is that the Plalnfleld--?
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COMMISSIONER SAGNER: That is the PATH to Plainfield.

SENATORGARRAMONE: What is the status of that? .

COMMISSIONER SAGNER: Well, the thing has been put on hold because
the Supreme Court decision made it 1mposs1ble for the Port Authorlty to

carry out -that obllgatlon. In the last six months we have been involved 1n
a polltlcal campaign and it is not the time to make rational. decisions and
long-term plannlng. I hope to meet with the Governor's staff and- people from -

the Department of Transportatlon and make a .very 1mportant decision.

~ SENATOR GARRAMONE' Now, the’ Fedsvare offerlng ‘how much supplementary
funds to that? ’ . A - , K . ‘

COMMISSIONER SAGNER: The Feds have pledged up to $157 million for
improvements in that corridor. 'And, as. far as the Federal'Government ngcone
cerned, they are willing to swing’either Way. They will go to the PATH

extension or they will go for an upgrade ofvthe 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 tiat the State might want us to use it for.

SENATOR GARRAMONE: What: other mass. transportation pro;ects did you

have in mind, Alan? That takes care of approx1mately $280 of the. balance of

the money. = : .

‘ COMMISSIONER SAGNER: Well, there is $400 million, $160 for the
terminal, and’ 3120 million for each of the two states and that eats up your
$400 million. o o e

SENATOR GARRAMONE: I have $160 ’ ané”é'i'éo,» giving me szso.

COMMISSIONER SAGNER: And $120 for New York. ,

SENATOR GARRAMONE: Oh, for New York. . Okay. ?SO/bthat is really_
the llmlt for mass transportatlon.“ ’ ‘ !

A COMMISSIONER SAGNER: ' At this _go- round If at some time when we have
dlgested this and we contlnue to have proflts over -and. above our needs for
reserves and for other act1v1t1es, we can then decide, in consultation with the
two states, what would they like us to do with that money.ymThe Port Authority

'is not private enterprise; it can't_decIare'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. ) v

SENATOR GARRAMONE' Is’ that a statement of new pollcy? 2

‘ ICOMMISSIONER'SAGNER- Wwell, T just returned from a two—week trlp to
Europe with my w1fe and she pa1d for both of us. ’ ‘ i

SENATOR GARRAMONE: Maybe | we need a new sub51dy for the Port.

There has been some talk about how mass transportatlon s projects seem
to have a def1c1ency to them. They are great_energy users. Do you run across
th:l.s at all? LT '

' COMMISSIONER SAGNER.‘ Well they are energy users--_ ~ ,

SENATOR GARRAMONE- ‘This would suggest that you better redlrect your
thlnklng and. your planning. on new technlques that are not abu51ve of energy.

- and yet will move people from spot to spot “San Franc1sco was p01nted -out.
Their system 1s not: a partlcularly efflclent energy user. Is»there any

'study g01ng on within the Port's great englneerlng emplre? o . o

‘ COMMISSIONER SAGNER" I have a favorlte saying, Senator°.'There.is no
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free lunch If you want. to ‘move people you are g01ng to use- energy and there
-‘are no secret ways to do that. The only eff1c1ency that I know of is, the
more people you pack on the bus or the train, the more : energy you save. .
' SENATOR GARRAMONE' “You have taken the. subway to. Brooklyn, I gather.
COMMISSIONER SAGNER° ‘We have another excitlng pro:ectlthat we are
working on concerning mass transportation that was recalled by that statement
I Just made about packlng more "people on, and that 1s lettlng people know what
is avallable in. mass transportatlon. ‘We" are working on a project now for an
area-wide 1nformatlon system that the Port Authorlty would llke to undertake.
We have talked to the Federal Government about thelr flnanc1ng part of 1t
- and they have been very receptive. We will have a 51ngle number where anyone
can call from anywhere in the Port district and flndboutbhowbto get from p01nt
'a' to point 'b' public transportation, where it is available, what the
schedule is; what the transfer points are; how much it’COsts.b It is a very
elaborate system and we will have a more- thorough announcement of . 1t at the
right time. ) :

people - are working on to serve thls reglon. _ B S .
‘ SENATOR GARRAMONE : ~Let me ask you thls, Alan,: you have approx;mately
‘ 8, 200 people that work for the Port Authority and PATH, is.that correct?
COMMISSIONER SAGNER. That is approxlmately rlght. .
_ SENATOR GARRAMONE : Of the 8, 200, ‘can you block out what’ thelr functlons
“are? ‘How many are .in plannlng, how many - are in an executlve capac1ty, and .
. how many are out in the "doer" role at your. fac111t1es? Do you have that sort
of a breakdown? . S N - v
COMMISSIONER SAGNER' oI have somethlng but I don't know if I have
1t w1th me - that has that breakdown. '
- SENATOR GARRAMONE: . Well, how many of the 8,200 people do you employ
at your headquarters at the World: Trade Center? . e .
* COMMISSIONER SAGNER: I will figure that out for you, _' »
SENATOR GARRAMONE. What this leads to Alan, ls that you have a good
annual report here but you leave a lot unsaid ‘also 1n terms of your 1n—house
operatlng fac111t1es. . You know, what are the various groups d01ng and what
‘is the allocatlon in-terms of these groups? . .
. ‘ COMMISSIQNER;SAGNER:‘ I have a suggestlon. I will'ask;Jim-Conly,
to -make a note of;that.‘ I‘think mOre‘of that"type of informationvshould be
1n our report : o . . . , /b' : ‘ l: i
SENATOR GARRAMONE° I would be 1nterested in your break-up. I am
not lnterested 1n what every person does.' I just 1nterested in- general areas -
where is your plannlng, etc.? ) } o L L ) : :
COMMISSIONER SAGNER: How many peopj.e in-each oPeration? I just don't
. have that at my flngertips. ‘ : : : -
: SENATOR DUNN: I would. llke to have how many llve in Elizabeth and
work 1n Ellzabeth : . . o
SENATOR GARRAMONE' Well I am sure you can get that. Mayor Dunn
would llke to ‘know how many actually live in’ Ellzabeth ) ‘
“ Another questlon I have - of the 8 200 employees, how many of them :
are women? C . ‘ .
COMMISSIONER SAGNER 1 -dqn!t'knbw.; .

‘But, those are the types of thlngs that our planners’- our transportatlon,
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SENATOR GARRAMONE: Do you have any idea? v

COMMISSIONER SAGNER: We will get that information.
v,SENATOR GARRAMONE:"As you look .around your executiye talent, do you
 find many women in other than secretarial posltlons?

COMMISSIONER SAGNER‘ ‘Yes. o

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. v
' SENATOR GARRAMONE: I see. Okay. I would be interested in that.
I would - suggest that maybe your report mlght expand 1n ‘that direction.

Also, the various groups in- your operatlng divisions, you don't spec1f1cally
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 of 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 Authorlty - and all of the income is pledged for all of the bonds.
So, as times change and.one area slips out of profltablllty to unprofltablllty
and back again, ‘the security of the investor is not affected. They look to the
bottom line of all of- the act1v1t1es.

SENATOR GARRAMONE:. All r:Lght. ‘ .

COMMISSIONER SAGNER: We. have that 1nformat10n ‘and we would be glad
‘to share it at a Committee meeting or with’ the members of the Leglslature.

It is not necessarily 1n our ‘annual report

SENATOR GARRAMONE: -One of the p01nts you made, Alan, was the
reserve funds. I think you set aside - ;t}ls.strpulated 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 $1.77

COMMISSIONER SAGNER' Yes. .

) ' SENATOR GARRAMONE‘ And you have two years 1n bond debt service that
you do put a31de., 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 belleve that the size of the reserves that we have is a prudent
amount in order that we may sell our bonds at an advantageous rate,

‘ . SENATOR GARRAMONE: Okay.. Now, that decision was made some time -
ago. Has that been reviewed? . . S j' . o
’ 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. Chalrman, in fact 1n the study that we are
" now d01ng on the new ‘bond 1ssue that will replace all of our present 1ndebtedness,
these ‘issues that you are talklng about are being rev1ewed because here is the
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opportunlty now. to change those problems. So far,- the'people that'are advis-
ing us’'- and we have leadlng financial people and business" people from the two
‘states d01ng that - say. that we leave those reserves the’ way they are.

‘ SENATOR GARRAMONE' All. rlght then would you clear somethlng up for
me that is not too clear in my mind? You talked of the 10% reserve and then
we talked about the two years mandatory bonded debt service. Is this one-and
‘the same and if 1t is not, ‘how is it dlfferent? L '

) ) fCOMMISSIONER SAGNER: We w1ll get that for you.
SENATOR GARRAMONE: That information is not currently avallable° B
COMMISSIONER SAGNER'. I want to be more- accurate on’ that.- .
SENATOR GARRAMONE- Okay, ,Flne.‘ I would be interested in that piece
' d Of lnformatlon. A . o :.w R ' - e
‘ Let me ask Senator Tumulty to take the mlke whlle I go over some. of
' my other papers here. - O o ' ,
SENATOR TUMULTY. cOmmiSSioner,'have you ever‘read'the book'“ﬁhe*fj‘.'
Power Broker"? . : L o T
‘COMMISSIONER SAGNER: Yes, sir. , S R -
. SENATOR TUMULTY: It is 1n some respects crltlcal of Robert Moses,
..who I think is a really'great man. and I don't agree w1th most of the cr1t1c13m.
He accompllshed very ‘much ln developlng the parks and the transportatlon systems
~of the State of New York. I thlnk the thlng underscores .one thlng, and I thlnk
~that is one of the problems we have to deal w1th here - that there are
problems that come with blgness.‘ ' V
COMMISSIONER SAGNER: . Yes.
SENATOR TUMULTY' I think the danger here w1th the. Port Authorlty
is that the publlc is gettlng the 1dea that this. th1ng is gettlng to be
an. octopus-type operatlon and when a thlng gets to. that stage 1t does present
.problems. o - S : - o
Now, one of the thlngs that I thlnk is dlsturblng in the publlc o
»»mlnd at the present t1me - and I think you, 81nce you. have become Chalrman,
are str1v1ng to cope with - 1s, the publlc didn't like some of the dlsclosures
» that have come in recent months - and I am not going to go into. that._ Ybu
know what I am talklng about. Also, in- my experlence over the years. as a
‘member of the Senate, I “have notlced on the part of some of the: Comm1551oners
- an attltude that they are hlgh and mlghty - an attltude of" arrogance. Thls
. is what comes from too much power and this.is a thing I th1nk ‘you w1ll have
;to be wary of in your time as Dlrector - and I am sure you will. They are
’accountable to the publlc.- There is no. questlon but what Moses in New York
- did many great things, but what he ‘did has now; over the years, presented
some problems and the Port Authorlty is presented with the same thing. - This
is the thlng that I seek to emphas1ze here today. L ‘
) It 1s 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 w1th the . Port Authorlty, you
fcouldn't accompllsh by .other means what has been accompllshed here. ,There -
is no questlon about - it. R L ' '; ‘
Wlthout belng ‘an advocate of the Port Authorlty - because T am g01ng to
speak about Mayor Dunn s pos1tlon in a’ m1nute i suppose it is true and
I suppose,w1thout puttlng words in your mouth you would say: that the overall

advantages galned by the operatlon of the Port Authorlty -are somethlng 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\WQ can't pay taxes. This is very
true, as I see it. A dgreat 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 conceéde 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 let's see if 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 pro;ects, At . least that is what
I discern from your report. But, you made a point, Alan. _?here 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 tonnage- ‘that flows into
some European counties like Rotterdam - is that the other port?
COMMISSIONER SAGNER' Yes. '
-SENATOR GARRAMONE: ' That has greater tonnage than we have here in the
Port of New York. . ' .
What spec1flcally have you done, or do you think could be done, to
get this llne flow1ng between the Congress and the Port of New York and New
Jersey? Has anyone ever doné anything about this?

COMMISSIONER SAGNER: Yes. We found out - and I can say this, the
election is over so it is not campaigning - that under the Byrne admlnlstratlon
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 Administration. I can
honestly: say that the Department of Transportation received in the three and
one-half years from 1974 more money from the Urban Mass Transit Administration
‘than was received in the'previoﬁs nine years becanse‘we went to Washington and
we made our case and we enlisted our Congressional delegation to support us,
partlcularly Senator Wllllams, Jim Howard, Bob Rowan and some of those who
happened to sit on the right committees.

So, I am very sensitive ‘to the 1mportant p01nt that you are ralslng,
Senator._ We have planned in conjunctlon with the Washlngton office of the
Port Authorlty - we malntaln an office there - a visit to Washington in which
we have invited all of the Congressional delegatlon to a dinner meeting so
that’webwill 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 51tt1ng on the right committees can help us 1n1t1ate leglslatlon that
‘we need and then go w1th us to v151t the varlous agencies, so that if the
matter is one of regulatlon and not of law, we can address that. That would"
be a very - 1mportant activity of the Port Authorlty and oné in whlch I will take
a very personal 1nterest in. .

. SENATOR GARRAMONE- You certalnly ‘have the background for it, Alan.‘
You are apprec1at1ve of what can be done in the Leglslatures of both states
and also in the Congress.‘ o

You are. expandlng the fac111ty in LaGuadla. I reéad in the papers
that Eastern 1s g01ng to have a new termlnal They now pay you,ﬂwhat $100
thousand a. year, I thlnk for the present fac1llty° j‘is_the‘Port g01ng t°,v,
.bulld that Alan, or is Eastern g01ng to. bulld it? ' : ) o
' COMMISSIONER_SAGNER. We are g01ng to bulld ‘the bulldlng. We have
negotiated with Eastern. We w1ll borrow money . to bulld a $25 mllllon fac111ty
and Eastern will, over the life of the. property, pay us our cost, plus 1nterest
~on our money so that 1t will be completely llquldated at the end of that time.
: SENATOR GARRAMONE- So there 1s g01ng to be a readjustment of what
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they péy the Port in terms of utilization of that faciliﬁy.

COMMISSIONER SAGNER: That's correct. _

SENATOR GARRAMONE: Do you have any'immediate plans for completing
Terminal C at Newark-Elizabeth Airport? '

’ COMMISSIONER SAGNER: No.

SENATOR GARRAMONE: None whatsoever?

COMMISSIONER" SAGNER: No. ) »

SENATOR GARRAMONE: I see that in that negétiation with Eastern
that they agreed to expand their facilities at Newark, or at least increase
the shuttle flights ffom Washington to Boston. Has there been more activity
in the Newark Airport area than there had been? o

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. ‘ o , '

' 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 undef our
contract would be deferred so that we wouldn't put an economic burden on the
airlines. ' v

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 dbllars,of subsidy from the Port Authority, which provideé 14 or 16 hour-a-
day, 20 minute headway and a mini bﬁs*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 ——J I think we have served over 100,000 people
last year‘with that service and it is cpntinuing 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 the 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 mdstvimportant 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 providéd 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 Metropolitén area through films, through meetings with travel
agents around the ®untry, so that people will know that Newark Airport is
the port of entry to the Metropolitan area. o . o

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 fdr the airlines to operate out of Newark  than out of LaGuadia or
Kennedy. Is this true, or not? '
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‘ ’COMMISSiONER'SAGNER ‘1Yes, it does cost fractionallyﬂmore to operate
out of - Newark than out of LaGuardia. Both ‘LaGuardia and Newark are four )
-fold the cost of Kennedy. .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 czrculated and Widely believed
and this is a myth in the classical definition of the word. ‘We had a hearing
N lastvspring,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 buSinessmen,
“lower - 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
fee is around 35¢ or 40¢ per 1, OOO 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. } o S . :
' SENATOR GARRAMONE' Well I think that is the pOlnt. It would seem -
to me that there is a market ~The access to ‘Newark 1s certainly easy for
many of us, rather than go to Kennedy or LaGuardia. Is the.Port:pushing in
',that direction? , o o S - '

- COMMISSIONER SAGNER: We are. _'I‘he fact. that TWA is coming there is .
not an accident. We made veryrgood arrangements with them.  We provided them,
at the Newark Terminal, Wlth 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 pro;ect 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? ’ P AR L

,ACOMMISSIONER_SAGNER° About one billion, one hundred
- SENATOR GARRAMONE: A billion, one hundred?

VCOMMISSIQNER SAGNER: When it is finished. IR o

SENATOR GARRAMONE° That is quite an over run. Has therewbeen»some"
analysis as'to.why? That is almost a 50% over _run. . ,'ly ,'.‘. o ,

o COMMISSIONER SAGNER: Well - thére were several reasons,-Senator. .There

are two main reasons why any job runs over.j 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. Plus, there were:
ldelays due to strikes and it extended the construction time ‘and’ caused contracts
to be renegotiated FinanCing charges were much higher than antiCipated. For
~all those clas51cal reasons the building has come in at a. much higher figure
than was. originally prOJected . We are now. about 80% rented. " Thel build ng is_
'now more than covering its operating expenses and it is making a payment toward
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"the debt serv1ce.
‘ » 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 w1th them in terms of changing the lease arrangements,
is that correct? ) ‘ ‘ o
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: 1In 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 fullvcommit-_
ment.

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 thlS area and v1siting the WOrld Trade
Center. ) ‘ ‘ i o - :
» 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 g01ng to make money. immediately and this
seems to be one of them. ' If you look at:the data we have-had before us, you
generate your funds from the cross1ngs,_the bridges, the 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 31de of the ledger. 8o, 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 to speak but some of them were very necessary. I was: using
this as a basis, in. terms ‘of your - overall planning for the riext 10 years, »
which you ‘do 1nclude in your in-house papers, of which we have had some before
‘the Committee.i You do have financial ant1c1pation and what your planning
growth is and I suspect you take this all 1nto ‘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?v ' . i - , o ! )

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 Authorlty can develop the. 1ndustr1al park then there is no reason fory

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. . ‘, E

: - SENATOR GARRAMONE: ~Alan, ‘do’ you feel that the check a.nd balance.

- that eXlStS, as I understand it, with the Port Authority functions, is really

with the Governor of each state? He has the power to veto your minutes

and in a sense that 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? ’ ‘ = R S o
COMMISSIONER SAGNER- Well they are, formally submitted to them.

. They'are available. They are public documents and they are available. } .

Senator, we studying this very issue now and the study - stems from the philosophy

' .that I ‘enunciated’ earlier, that we- consider ourselves a unique but still a

“public agency. - Peter Goldmark and I have had a numbsr of discussions on
how we can’ improve and: strengthen ‘our! relationship with the Legislature and
through. them with the public of the two states which we serve.v\I ‘am not
ready to reveal it today because 1 don't know yet: what we are gOing to: do.

‘But, we- believe that we should operate openly not only With the Legislature

. but Wlth the press- and the public. : ‘

w'k and New
fJersey we have freedom of information laws and we have a: Federal freedom -
of information law. The Port Authority is not subject 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

In that regard, let me pOint out to you that in New

not have to subpoena, or sue, the Port Authority if it wants information

7 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
Ftep in a program to make ourselves accountable and open to the public that
‘we. serve.r‘ . . ) N SRR . e - . ) :
SENATOR GARRAMONE° LT think it is a necessary step.‘ The scrutiny

of the. public authorities is -essential., I think the accountability is
"absolutely essential We want to keep it/in business and I think that is
necessary.» EE o ‘ . : . - ) : :
Just one short question.; I»am intriéuéd by.theiworld:Trade;Institute;
What is itr ) L e 'u RETR \:. '
' COMMISSIONER SAGNER'v This is something that is not very much’
publicized It is something that ‘the Port Authority 1nitiated 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 w111 explain this by giVing you an

example.’ If you are a manufacturer in Hackensack of Widgets and you would

© like to expand but you have ‘no. 1dea of where in the. world there is a market
,”for Widgets, you can come. to the World Trade Center and With our computers

find out if there. is a demand and not only if there is.a demand but what size w1d-

gets ‘doi they want in Thailand 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 mahufacturéfsvand suppliers of raw
material can find out who in this. country is looking for foreign trade. - This
is an ofgénization that is growing and there are branches all over the world;

SENATOR GARRAMONE: One other question. You said you had an office
in'Wéshington, Alan. Do yocu have any other offices besideSOWashington and,»
of course, ‘your facility in New York? S )

' COMMISSIONER SAGNER: Yes. We have offices abroad.
SENATOR GARRAMONE: Where? T - o
'COMMISSIONER SAGNER:  In London and Zurlch and in Tokyo. ‘We have -
offlces in Washington, Clnclnnatl, and Chlcago.
' SENATOR GARRAMONE: These are staffed by U. S. citizens -‘the foreign
offices? ' : o . - :

COMMISSIONER SAGNER: Yes. On this last trip I v151ted our offlce in
London and spent time there with ourlpanager. The purpose is to generate
business for this port. We go. to a manufacturer in Sweden and tell him
if he is shipping spec1a1ty steel to Ohio, .that the rlght 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 that, ‘the Elizabeth?

COMMISSIONER SAGNER: That is the Ellzabeth Termlnal That was built"
by the Port Authority in New Jersey from scratch.,

' SENATOR GARRAMONE: You -own  the fac111ty 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 eity 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 operatlng loss of
the Twin Towers or the World Trade Center?

COMMISSIONER SAGNER: Senator Tumulty, in the first n1ne months of
1977, PATH had grose revenues of $9 340,000. For the first nine months of
1977 we spent, out of pocket for fuel, wages,'repalrs, etc., $25,206, ,000.

SENATOR TUMULTY: On PATH? .

COMMISSIONER SAGNER: On PATH. So, there was very llttle surplus.

SENATOR TUMULTY: There was no profit?

SENATOR GARRAMONE : Yes, Senator Dunn? ‘ o

SENATOR DUNN: When you have finished, I would like to make a couple
of additional comments. ‘ ' ‘ » .

SENATOR GARRAMONE: All right, fine. Commissioner -Sagnér;, I do want
to thank you for joining us and giving us somevadditionél information in terms
‘of not only Senator Dunn's bill but the role of the Port Authority. ~Obviously,
it is to serve the public in what I hope will be an open policy attitude and
I think you'refleéted this. _Yqu‘are sensitive to this and Ihwouid'likeito see
that it becomes a goodbPort - and it can be -~ and stayvih business, but still
be accountable. - o : 1

COMMISSIONER SAGNER:" This was an opportunity that I appreciated .
and I would like to make two observations, Sénator. One is that I am golng
to regret not deallng with you as Chairman of this Committee and Senator
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Tumulty.” I dealt w1th Senator Tumulty on the Transportation Committee and I
found him attentive at meetings and acute in his questions and tough in his
attitude but fair and constructive.r This isn't bull because you. are not
: gOing to be there anymore, Joe, yet,‘it was a pleasure working with you and
‘with you ‘too, Ray. I would hope 'number two, that you would pass on to who--
ever is to be the Chairman of this Committee in the future that exchanges of
'this type have a great benefit on both sides and that until we work out a
more structured plan - as you suggested and that we are working on - that
. at a minimum we periodically meet with the Committee under whatever circum—
stances they want. The more public the better so that we could be subject-
to the questions pertaining to our actiVities by the members of the Committee.
SENATOR GARRAMONE: I think that would be mutually advantageous.
SENATOR TUMULTY°' Commissioner, I just want to say that I thank you
‘for coming here today. I always enjoyed haVIng contact With you as CommisSioner
of Transportation when I was on the Transportation Committee of the Senate.' I
have complete confidence in your ability and desire to do everything you can
as. chairman of the Port Authority to direct it in the best interest of the
public.' - . . )
4'COMMISSIONER SAGNER' _Thank you, Senator.
~ SENATOR GARRAMONE-' Thank you. Senator Dunn.
. SENATOR DUNN: - Mr. Chairman, we came here to talk about my. bill -
1639 It is quite obVious to ‘me that it Will be doomed to failure. Instead'

we gave about two hours of opportunity to CommisSioner Sagner to tell you. about

the great wonders of the Port Authority. Somehow,vuntil Senator Tumulty started,

'»asking questions, we did not get back to 1639 . . :
~ . You know, when I sat down before, I made it clear when I was talking
. that I ‘was being somewhat facetious when I said that CommiSSioners of the
- Port Authority are all cut from the same bolt of cloth and I made reference to
them, or it, having: gaul to take a tax appeal against -a tax matter in the City
of Elizabeth - As I sat down, I was thinking perhaps I might apologize if '
someone took it in the- wrong way. But, after listening to CommisSioner Sagner,
no way’ would I conSider anything that sounded like an apology because, first
of all I know I did not misunderstand the teleViSion program that I watched.
'l saw: it myself ‘I don t recall the name of the program., I am gOing to have
to check’the script. When he did give some hope to cities like Elizabeth on
taking over’ as Chairman of the Port, it was a very clear-cut, crystal commitment
that he would at least give the courtesy to the Mayors of .the . affected muni—
Cipalities of Sitting down with us and talking about a reViSion ‘of the formula
that might erase, or at least alleViate this inequity that eXlStS to cities
like Elizabeth. : 4 RS v O
So I am extremely dissapOinted now. I might say this': When Mr.
Sagner became head of the Port Authority I said,g"I am elated over the fact -
‘that Sagner is Chairman of the Authority. I always got a sympathetic ear from :
‘him when he was Commiss10ner and now, that he is chairman maybe we can. rectify
some of the injustices of ‘the past." ‘He added - meaning me - that I would '
:attempt to initiate meetings that would 1ead to a. better deal for the City,u
taxwise. . Then, when I heard him on television I said, "It is the same Alan
Sagner who I always did get a fair shake from."v ‘But, now, after’ listening to,
‘him today saying that ‘he doesn't even want to open up the door because he .
doesn't know what is gOing to’ be on the other Side,-- well, whatuhe is doing
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“today, in my‘opinion,_is proving,that all thesevpeople’are cut from the'same
- bolt of cloth. They have a fixation. They won't do one: damn: thind‘to‘rectify
the inequities ‘to the City of Elizabeth or any other city that is so affected,
such as Jersey City. ' ' co : ,
' ' So, while I did come here to. talk about 1639 and I am not too diSilluSioned
as to what is going to happen to 1639 - whether I am in the Legislature or out
of it = I am leaVing this meeting today terribly, terribly disappOinted over

a statement made by Commissioner Sagner that he is not even gOing to open a
,door to talk to us about changing the formula because it is going to bankrupt
the Port Authority. He talked about this facet of the operation not making
‘money —vthis 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. Sagner came with. it )

’ " But, there is absolutely no hope for getting ‘them to sit down and talk
to us. about reVlSlng this formula. He wants to talk about how much does it cost
. - to 'send the cops down when you have problems or how much does it cost to send "
the fire department down when we have fires to help them out with. So, we '
are talking-about,peanuts. "We are not talking about the prinCiple or the .- .
: philosophy that' is so wrong. It was wrong in 1921 and it hasn't been corrected
‘one iota since that time. ' ‘ »
, One thing I would like to mention is, when I said they had gall taking
- the City of Elizabeth up on a tax appeal on this one particular piece of land
that is owned by the Jersey Central Railroad - and I repeat that too ows. us
back ‘taxes - you know, T refuse to even apologize or. think of apologiZing for
that because when this deal was negotiated With the Port Authority, the Port

Y_Authority knew they were- gOing to have to pay a 'sum of money in lieu of taxes

: equal to. whatever the tax would be. For them to say now,'"Look, you - are.
-being_unfair; you -are putting us in a non-competitive position with other:
ports! -- my God, they should have known that when we went into the negotiations
'in 1972. Now, for them to say that'theyiare being shafted is almost.a joke in
 my opinion. What they are now saying'isfthey“made‘a mistake in 1972 when they
» negotiated vThey made a hell of a mistrake, by his own‘admission,»when the .
Port Authority built a passenger ship terminal in New York, only to find out
" that the. big ships were not going .to use it -they were gOing -out of buSiness.,.
Admittedly, the Tower operation, at this pOint at least, is a losing’
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 there ‘had been

. very, very bad. planning - almost as a way of life - on the part of the Port |

Authority down’ through the years. EVidentally, according to what he said, it
was poor planning for them to enter into an agreement with the City. of Eliza-
beth in 1972 to pay in lieu of taxes an amount of money equal to the taxes.
Now, they are crying that they made a: mistake.- How' about this tremendous
‘inequity to .the City of, Elizabeth that has been .going on since 1921?

You know, sure, I. feel sorry for some guy that operates Teterboro
Airport if he has to pay taxes. But, how about the people in the City of g:
Elizabeth and in Jersey City who are subsidiZing the Port Authority? ‘Because -
every tax dollar that we do not receive from the Port Authority or from a
bankrupt railroad must be made up by the - guy who owns that one family house
or owns. a .candy store or runs a little business . somewhere in that" town.
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i "So, I am leaving this meeting today very, very dlsapp01nted w1th the 1:
‘ Authorlty, with Mr. Sagner,— who is my good frlend - nor ‘with. any hope of . thls
be1n -~ I can tell “this’ by ‘your attltude, Ray - Mr. Chalrman._ I admitted -
from the- very beglnnlng that I didn' t have too much hope for 1639 ever- belng
‘ 81gned 1nto law by Governor Byrne; or by any ‘other Governor. But I d1d
admit’ publlcly before,"and I d1d admlt publlcly today that I am" trylng to
,focus;attention‘on the terrible lnequlty that has been allowed to exist since
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 thlnk 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 w1th‘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 admlnlstratlon 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 1nd1v1dual You have been
“around politics and government a,long, long time. What you have done, you ‘have
done'very successfully. Youlfocused another spotlight on this entire in. lieu
question. I alluded to what I think'the solution is ultimately'going to be;
Tom. It 1s not only your problem, it 1s the problem of an awful lot of people
in the states of New York and New Jersey.. It is not going to_dlsappear. “You .
and T and Joe are leaving . .the Senate. The problem is going to be here. This
system is g01ng to open up  and the- solut1on may very well be that it has to
come from the people to the Leglslature. They are going to stand up and say;,
"There is' just too much being taken from us. We want something in return."
‘Now, the answer may very well be, as was ‘suggested, that the State is
underwrltlng other Port progects. There has to be some sort of a trade off,
maybe, between what the State gives other groups within the State of New Jersey
"and what they are doing with the.Port of New York and New Jersey Authority.
There has to be a continuing dialbguekhere; You have opened it, Tom, you haven't
.closed 1t. \ . : ’ .
SENATOR DUNN What you are saying and what Comm1581oner Sagner is
saying - and he sald it qulte clear - 1s, the only solution to this 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 Authorlty
solvent. You couldn't mlsunderstand that. s :
‘ SENATOR GARRAMONE: No, we commented on that.. . Again,, all these
problems become 1nterrelated 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 respon51b111t1es of the Port by 1ncrea51ng the income tax. I
don t sense that in the people. I don t sense. that in .the Leglslature.
' " But, in any event, I do want to thank you for . appearlng here and
sharlng your thoughts w1th us and arguing very effectlvely for your blll
and the in lieu formula.,
‘ Again, to Commlssloner Sagner and the members of the Port and the
members of the public, for sharlng these last couple of hours w1th us, I
. thank you and the hearlng is concluded.

(hearlng concluded)v'
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“V‘Municipality/Coﬁhty"

Port Authority of New York and New Jersey

Estimated Taxes based on Current Assessed Valuations

VS.

Facility

Current
Assessed

Valuation

Year 1976 Payments in Lieu of Taxes
State of New Jersey

1977

- Tax
Rate

Estimated Tax

Assessed Valuation -

based on

1976
Payments. in
lieu of taxes .

- Beggen County

Hasbrouck Heighté

Lyndhurst

- Moonachie
- -Teterboro

Essex County

~Newark

'Hudson County

Jersey City*
North Bergen

Union County

.~ Elizabeth#**
Elizabeth

”Totéls

Teterboro

Teterboro
- Teterboro

Teterboro
Teterboro

Newark_Truck Term.

PATH
PATH*

Airport -

Airport
Airport
Airport
Airport

::Lincoln Tunnel

Elizabeth - P.A.M.T.

Newark Airport

156,400

28,100

34,642,300
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

$

5,700,189

$

8,680."

722
675,525
300,515

512,367

50,274 _

11,021,275

18,269,547

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

- ** 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.

»Real:Prope;ty'a; Pq:t'Authorityvfaéilities in the State of New Jersey on which payments in lieu of taxes are made:

$ 9,069
1,037

73
16,336
13,859

4,893
19,897

- 86,729
. 945

. 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

Current . 1977 Estimated Tax

_ Assessed Tax based on
Municipality/County Facility ' 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 _ ’ o | . .
Perth Amboy Quterbridge Crossing 69,300 4.51 3,125

Union County : s
Elizabeth ~ Goethals Bridge 244,900 4.19 10,261

Totals © $33,526,500 $2,024,168
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-»Estlmated Taxes based on Current Assessed Valuations

Borough‘of Manhattan

Port Authority Bus -
Terminal & Annex

" New York Truck Terminal

World Trade Center

. PATH.

/ »Totai Maﬁhatteh

Borough of Brooklyn

- Erie Basin P.A. Piers

o Brooklyn P.A. Piers:

‘»To;al Broeklyn

Grand Total

Port Authority of New York and New Jersey

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

Estimated Tax
based on

1976-77 _
Payments In-Lieu
of Taxes

~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

$ 316,678

34,415

2,286,708 -
852,320

3,490,121

210,217
665,326

 $4,365,664
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Port Authorlty of New York and New Jersey »
_Estimated Taxes based on Current Assessed Valuations
of Tax Exempt Real Property - State of New York

-on which ' no Payments in Lieu of Taxes are paid

Current'  1977-78 Estimated Tax
Assessed - = - Tax " based on.

'nBofough of'Brooklyn,‘ A

"_Boroqgh of Manhattan N - Valuation - . . _ Rate ‘ Assessed Valuation

‘Holland Tumnel - § 40,000,000 $8.75  § 3,500,000
 George Washington Brldge , - 122,116,000 - 8.75 S 10,685,150 -
" Lincoln Tunnel o A . 111,560,000 - - 8.75 R 9,761,500

- Total Manhsttan e - :,t 273,676;000 L '  o _i 23,946;650”;:‘

‘:Columbiaqstreet”Pier -; 7,142,000 875 . 624,925

Borough of Richmond ‘

' Bayonne Bridge 6,743,250 8.75 = 590,03
‘Outerbridge Crossing. = - 3,971,500 8.75 - - . 347,506

)", Gbethals Bridge = - . __6,992,900 8.75 ' ""611’879flt 

 Total Richmond ~ ~  _ 17,707,650 ~ . 1,549,419

 Grand Total ~  $298,525,650 (1) - $26,120,9%

©. (1) ‘Not included are LaGuatdia Airport and‘John F. Kennedy iﬁtérnatlbnal
Airport, which are owned by the City of New York and leased to the -
Port Authorlty, and currently assessed at $1 322, 662 700

e - . 7 ¢ . ) o . B o a2 »
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Commissioners

Alan Sagner, Chairman

Robert F. Wagner, Vice Chairman .

Joseph F. Culiman 3rd
“Jane Engelhard

Milton A.Gilbert }

Lewis L. Glucksman

James G Hellinuth

James C Kellogg, il

William J Ronan

'MEMORANDUM C‘.%%‘i’%sféh“.igﬁ”SJ

WITH RESPEC';[‘ TO Peter C Goldmark, Ji

Executive Director,, .

| 16 g P
S. 1639 e ey F
(201) 622-6600 x7271" ™

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

Honorable Gehtlemen:
The Port Authority fespectfully sﬁbmits that the above -
bill should be rejected.  v |
k'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
NewVJefSeyg |
2. thevbill'would; in pheTlong run, incfeaee the
financial Eroblems facing the local texpayer and‘
~undermine the eCohomy Of the'bi—State region; eﬁd
'3, the bill would cripple the ab111ty of the State
to ut111ze the Port Authorlty in solv1ng reglonal

termlnal and transportatlon problems

- 5%
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In contraSt, the_existing legislatiye directives
concerning payments in lieu of taxes have permitted an
* extensive program of public-projectsbto thevbenefit of all
the people of the Port - Distrlct TheSe projects could not
have been undertaken by pr1vate enterprise on a taxable
" basis nor by state and local government without exten51vee

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 munic1pa11ty
in which publlcly owned Port Authorlty Marine or inland
terminal property is located The - requlred payments would
‘be in amounts equal" to the local taxes which would be paid
if the property was owned by prlvate enterprise.v:In other
‘words, the bill would taxbthe:Port’Anthority property}‘

| bBy its terms, the hiil'would”take'effect upon the enact-
ment by the State of New York of concurrent leglslatlon
But this b111 could never valldly take effect because 1t
has fatal constltutlonal defects o | , : ‘

The basic defect of this proposal is that Port Authorlty
ownershlp,hand not the use to whlch the property is put,

would determine its tax status. By tax1ng only Port Authorlty

6x |
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publid*propert&,‘the bill violates thé require%ent o%‘ B
Artigle-VIII; Sec. 1, Paragraph'l of the New-Jersdy
Constitution that "Property éhall be assessed for taxation
under general laws and by uniform rules." |
 Thus, Port Authoritybmarine terminals, airports and

terminal facilities cannot be sﬁbjected toufuli real estate
taxes in New,Jersey uﬁless all dock, aifport 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 téxability of properﬁy depends 6n
the use to which it is put ana nbt oﬁ the personal’status_‘
of the owner. vThe sham of ektraéting full taxes under the
guise of in-lieu-éf tax payments was apparently devised .in

an attempt to evade the serious‘questiqns_ofvlaw'and eqﬁity
which would be raised by a more1candid_stateﬁent of intent -
to single out_aﬁd subject to'tagation‘these public properties
ofkthe Port Authority. But the device is as defective as the
objective of the proposal isvﬁngound;

A principal reasoﬁ for thé subﬁissiQn of this bill,
supposedly;'is to providé,a Basis for the City of Elizabeth |
ﬁo levy taxes on the Elizabefﬁ:POrt Auﬁhq:ity Marine Terminal
énd a 1afgé part of Newark Aifport. Prior efforts to.levy

such taxes on Port Authority Marine Terminal properties

~7x
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under ekiSting 1awihave been rejected hyithe New JerSey’
Supreme Court (Newark v. Essex. County Board of Taxation
| 54NJ 171, (1969)). | o

The State of New York grants full tax exemption to.
all publlcly owned and operated alrport'and seaport‘property )
‘including the Port Authority's._ The City of New York
__although 1tse1f plagued with financial difflculties recognizes |
that its plans to- develop container terminals on Staten Island
 and Brooklyn, depend, for their economic fea51bility, upon

freedom from real estate taxation.

'The Bill Would in the Long Run Increase the F1nancia1

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 portfgenerated-employment for.
a livelihood. The.Port’Authority'of'New York and Newaersey
is the governmental agency charged by the States of NeW'Jersey
and New York with the respon81b111ty of developlng and- operating,

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

- portation facillties 1ndlspensable to the continued pre-eminence

of their Port. | B
The fac111t1es prov1ded 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 ishi,

g8x
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. supported by the credit.of either'state nor by the general
‘taxpayer. A11 the people of the Port District share fully
in the beneflts which flow dlrectly from these great public
terminal and transportatlon 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.ernnedvanternational
Airport; a medernized LaGuardia Airport; the Port Authority
Trans Hudson Corporation’(PATH); a doub1e4decked‘George
Washington Bridge ahd Bus Stétioﬁ; World Trade Center; or
the Port Authority Bus Terminalv(and the addition thetetov
- now under‘construction)yff each is vitei'to the welfate: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 beenbundertaken by the Pert Authority on
the basis that the property WOuld_be subieet to tax; The
inevitable'1§ng-rangeveffecthef the proposal wbuld‘be to
cast baek on municipalitiesvahd State taxpayefs the burden
of financing such projects themselves. As a more realistic
alternatiVe the people would probably have to forego the
beneflts of these costly public 1mprovements

Wlthout questlon the Port Authorlty s program is
dependent upon the Port Authorlty s status as a governmental

agency. If its facilities had to be flnanced operated and

oOx
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.maintalned withﬁthevprospeCt_that.they‘could‘he?taxed as

if privately owned, the Port Authority would be no more

Y

able to undertakefthem”than»is‘private industry.

n

Economlc Beneflts Resultlng From the Port Authorlty s Program

Any obJectlve ana1y31s of the effect of ‘the Port,l
Authorlty s program upon the tax rolls of the munic1pa11t1es_
1n the Port of New York Distrlct must 1nc1ude consideration,.-
of the 81gn1f1cant economlc advantages accruing to these |
munlcipa11t1es from thlS program ’ The program cons1sts of

necessary transportatlon and termlnal fa01lities whose

X

meager net revenue p0351b111ties or actual defic1t prospects --
as welghed by the economlc standards of prlvate corporate : |
flnancing -- make thelr development by prlvate enterprise -
1mp0531b1e At the same time, they are pro;ects which -
munlcipalltles are unw1lllng to undertake 1n the face of

| already'top-heavy capltal budgets The publlc prOJects of
the Port Authorlty not only generate employment and substant1al
payrolls durlng the1r constructlon but also prov1de many
permanent jobs. and other sources of 1ncome durlng their

’ operatlon ‘As prev1ously noted 1t 1s rellablyvestlmatedj__i:

,that w1th1n the Port of New York Dlstrlct ~one person in o S -
every four derlves h1s llvellhood from Port act1v1t1es to | ‘

whlch the Port Authorlty makes 31gn1f1cant and v1tal contrlbutlons

- 1ox



IORITY 0 177 &)

" 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.ﬁave beenbproposed to the
Legislatures of both States. These sought to tax the Port
Authority Bus Terminal, airport broperty 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—statellegislation necessarily would
accord to ali the muﬁicipélities in the Port District the
same right to subject Port Authority properties to reél
estate taxes. Thus fhe City of Neﬁ 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 pfinciple 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
couid 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.

11x
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The General Role of The Port Author1ty of New York and New Jersey
: The Port Authorlty 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 therr_Treaty;. h‘::u
twopStatestpledged'therr falthful cooperation:inithe‘futurebg
vplanning‘andhdeyelopment of the Port-of Neinork through’theirb:
’f'joint and cOmmondagent .The-Port Authority of:Newaork:andw"
New Jersey For the effectuatlon of this pledge the Port

Authorlty was charged w1th the respons1b111ty to develop and o

operate on behalf of the two States term1na1 and transportation

fac111t1es w1th1n the Port of New York Dlstrlct and to protect

and promote the commerce of the Port | o | o
The Port Treaty and the Comprehen31ve Plan Act specifically

deny to the Port Authorlty the power to. pledge the credlt_g

of elther State or to 1evy taxes -or assessments These two‘

’ prohlbltlons necessarlly requlred that Port Authorlty facilltles

’must.be self—supporting as. a group; i.e. v-must produce net |

Vrevenues at 1east suffic1ent to repay 1nterest and prlncipal

‘:upon the funds borrowed for the1r constructlon and to defray

the costs of operatlon malntenance and admlnlstratlon
Pursuant to the Treaty and 1eglslat10n supplementlng

and amendlng the Treaty, the Port Authorlty has flnanced

acqulred bullt or leased many publlc fac111t1es 1n the .'

vPort of New York Dlstrlct _These are, six 1nter state

12k
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vehicular crossihgs (Holland Tunnel; Lincoln Tﬁnnel,:Bayonne
B:idge, Outerbridge Crossing, Goethals Bridge, Géorge Washington
Bridge); six air terminals, including two heiiporﬁs (John F.
»Kennedy International Airport, Laduardia Airport, Teterboro
Airport, Newark Airport, the West 30th Street and Downtown
Manhattan Heliports); six marine terminals (Port Newark,
Hébbken—Port_Authority Piers, Brooklyn-Port Authority Piers,
the Port Authority Grain Terminal, Elizabeth-Port Authority
Piers, Erie Basin-Port Authority Piers); two union motor truck
terﬁinals (New York Union MQtorITruck Terminal, Newark Union
Motor Truck Termiﬁal) and a union motor Bus terminal (the |
Port Authority Bus Terminal); the Port Authority Trans-Hudson
commuter transit system;:and The Wor1d Trade Center.
The Port Authority also promotes and protects the flow

of exbort and impdrt cargo thrbugh the Port of New York,
'ndt only through therworld-wide solicitation of the flowv
ofbcargo andrcommerce through the Port but also by carrying
a major share of the representation of the port's interest
before such federal agencies as the Interstate Commerce
Commission, the Federal MaritimeVCommission and the Civil
Aeronautics,Board. 5 |

| The pﬁblic_port fﬁcilitiés which would be taxed under
‘tﬁis bill and the Port Authority'slvitallyiimportant bromotion'
énd pfotection'wofk have»beén.and will be provided without

cost to the general taxpayer. They are supported 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 States of New Jersey and
New York have agreed again and again that in providing
these:fecilities and services, the Port Authority is performiﬁg
"essential‘goﬁernmental functions." The’ﬁwo States have,
therefore determined that the Port Authority shall not be
- required to pay any taxes or assessments upon the propertles
» it devotes to these public purposes.
- The last bi-state act relating to the Pert Authdrity
(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‘tﬁat
property acquired for the Hudson‘Tubes—World Tfade,Ceﬁter
project shall be exempt from all taxes snehassessments.
The;e are similar express:declarstions as to the tax'exemﬁtion
of Port Authority properfy acquired for air terminels and
for the_Graiﬁ Terminal, (Section 5 of Chap. 802 of the Laws
of N.Y., 1947; Chap. 43 of the Laws of N.J.,‘1947‘(Aif
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 of N.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

v,Dlstrlct upon property acqulred 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 thesevstatutes as’reaffirming the tax

.exempt status of this group of Port Authority_facilities.

Bush Terminal, et al. v. Citykof'New York, et al., 282 N.Y.
306 (1940); Port Authority v. City of Newark, 20 N.J. 386

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

Taxatlon et al 54 N.J.vl71 (1969).

Port Authority Payments 1n L1eu of Taxes

- The Port Authorlty has always been aware that in the
development of_1ts terminal program,ithere would be instances
in Whichvthe balancing of interests would‘indicate that a
municipality should bevsaVed harmless‘from any loss gf its
established'tax»revenues. As above noted,~the-Port Authority
obtained authorization from thevtwo States as early as 1931
to pay to mﬁnicipalities in the Port District up to the amounts

last paid as taxes on property acquired by the Port Authority

for marine and 1n1and term1na1 properties.
. le
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'The in lieu-of tax prov131ons in these statutes set forth"

the States pollcy to protect mun1c1pa11t1es from loss of
: establlshed tax revenues 1n those cases‘Where the prOJect
can support such a payment The 1egislat10n was not 1ntended
: however to insure that mun1c1pa11t1es would derlve tax
revenues from such public pro;ects on the same b331s as 1f
they were purely private in purpose and operatlon " The two
States dec1ded that the benefits derived by the public from
;such progects more»than Justify their tax exempt status, but
’that. within reason and within itS‘means‘“thehPort AuthoritY{

should save municlpallties harmless from tax: losses which

';mlght otherw1se result from the effectuation of Port Authority

‘prOJects This balanc1ng of equ1t1es has worked well The
Port: Authority s terminal program is serv1ng v1ta1 public
purposes wlthout‘hardshlps on mun1c1pa1it1es._ To subject
these‘facilities tovtaxbcould only serve‘to:aestroy this
effective pattern; | | o
.Because it is constitutiOnaliy defective and unsound in
~ principle, and because its objective would_bepseriouSly b,
detrimental to the economic development’of the States of
New JerSey/an&vNewaork; this,bili should be rejeCtedvby_
‘your HonorablevCommittee. 3 | o

Respectfully submitted

atrick alvesy
‘ General Counsel

September 20, 1977
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