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DALY HEARS TESTIMONY ON NY'S PUBLIC AUTHORfTIES '
AUTHORITY HEADS AND STATE COMPTROLLER TESTIFY

The operations of New York's Public Authorities and Public Benefit
Corporations were to be examined today in the second of a series of public
hearings to be conducted by the Senate Committee on Corporations,
Authorities and Commissions, Senator Daly, Chairman of the committee said

today.

"1t is essential that we ensure that these authorities are operating
in the public's best interests. Unfortunately, this does not always seem
to be the case, and it is not always clear to whom these agencies are
accountable for their actions," Daly said.

Among the issues to be discussed at the hearing are to whom these
public benefit agencies are accountable, the method by which program and
financial decisions are made, and whether they have adequate oversight.

"There have been an increasing number of reports regarding hiring
practices, excessive benefits and other activities which may not be in the
public interest occurring at New York's public authorities. These hearings
will provide important insight to help improve the operation and increase
the accountability of these public benefit agencies," Senator Daly said.

Among those scheduled to appear and give testimony-'at today's -
hearing were:

The Honorable H. Carl McCall, New York State Compti_*ol_leb; -
Peter J. Powers, Deputy Mayor for Operations, City of New York;
Peter Stangl, Chairman/CEOMetropolitan Transportation Authority;
The Honorable Peter Valone, Speaker, New York City Council; and

Stanley Brezenoff, Executive Director, The Port Authority of New
York and New Jersey.

An additional public hearing will be held in Albany on April 18th to
further investigate New York's public authorities and public - benefit
corporations. ' '
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Good Morning. Thank you, Chairman Daly and members of the New York State
Senate Committee on Corporations, Authorities and Commissions, for the opportunity to
talk with you about public authority accountability.

We are here today to discuss a problem that goes beyond occasional scandals
that surface in the media about public authority mismanagement. We must address the
growing public perception that government spending is out-of-control and service quality
is inadequate. We have to realize that public authorities are government and are
accountable to the State's citizens and their elected representatives! Citizens should not
be expected to appreciate the legal distinction between public authorities and State
agencies. Doesn’t the Transit Authority employee who sells me a subway token work
for the taxpayers just like the Department of Motor Vehicles employee who renews my
driver's license? Shouldn't we expect the same level of accountability from the Transit
Authority as we do from the Department of Motor Vehicles?

Public authorities were created by State lawmakers to serve the public interest
and to capture the efficiencies of private corporations in the performance of public
functions. Financing bridges, tunnels and roads with debt secured by toll revenues
justified the creation of public benefit corporations that could expedite these projects
away from the constraints of government bureaucracy. As we all know, however,
authorities expanded, almost exponentially, as did their functions. And unlike private
corporations they were modelled on, authorities have not downsized to meet the
economic challenges of the 90’s. They haven't had to because they are generally
entities with captive customers - the citizens of the State of New York.

This is not to say that all public authorities are mismanaged or that all boards of
directors flagrantly abuse the public trust. | want to acknowledge that public authorities
do, in a strict sense, provide financial accountability. They carry out their fiduciary
responsibilities to bondholders, as demonstrated by the confidence of the bond market
in authority bonds. They also issue annual audited financial statements and file a
number of additional related reports required by law. But there is a growing public sense
that a monster has been created: a perception that we get too little service for too much
money; that there is too much debt and too little oversight by the elected officials who
are directly accountable to the public. The taxpayers of this State have a right to expect
public authorities to preserve the public trust in carrying out governmental functions ,
many of which are paid for, directly or indirectly, by millions of taxpayer dollars.

The point | want to make is that strict financial accountability alone is not enough
for public benefit corporations because of the inherent differences in their missions and
the missions of private sector, for-profit corporations. In the private sector, financial
accountability is sufficient because the corporation’s primary mission is to increase the
value of its shareholders’ investment, and shareholders can hold corporate boards






