











FINANCIAL SECTION

In consideration for entering into the 1999 Port District Project Bonds Swaption, the Authority received a net up-
front, non-refundable option payment in the amount of $5,175 from UBS AG which has been recorded as deferred revenue and
is being amortized.

If the 1999 Port District Project Bonds Swaption is exercised by UBS AG on an option exercise date, it is the
expectation of the Authority (absent cash settling the 1999 Port District Project Bonds Swaption) to currently refund the 1999
Port District Project Bonds by issuing variable rate obligations with the same amortization as of the notional amount
amortization of the 1999 Port District Project Bonds Swaption.

1998 Port District Project Bonds, Series B Swaption - On November 15, 2001, the Authority entered into an interest rate
hedge agreement with Lehman Brothers Financial Products Inc. (“LBFP”) with respect to the Authority's Port District Project
Bonds, Series B of 1998 in the initial notional amount of $66,065 (the 1998 Port District Project Bonds Swaption”). Under
the 1998 Port District Project Bonds Swaption, LBFP retains an option, exercisable on January 1, 2008, January 1, 2009, and
January 1, 2010, to elect to have the 1998 Port District Project Bonds Swaption commence. Under the 1998 Port District
Project Bonds Swaption, if exercised, (i) LBFP is obligated to pay the Authority $656 (if the option is exercised on January 1,
2008), (ii) LBFP is obligated to pay periodic payments (payable monthly) to the Authority based upon a variable rate of 66% of
the USD-LIBOR-BBA index and (ii) the Authority is obligated to pay periodic payments (payable monthly) to LBFP based
upon a fixed rate of 4.865% per annum. The periodic interest rates are applied to the notional amount of the 1998 Port District
Project Bonds Swaption which amortizes annually commencing January 1, 2009. Only the net difference in the periodic
payments is to be exchanged between the Authority and LBFP.

If exercised, the 1998 Port District Project Bonds Swaption would continue (unless earlier terminated) through
January 1, 2026. The Authority's obligations under the 1998 Port District Project Bonds Swaption are general unsecured
corporate obligations. Regularly scheduled periodic payments to be made by the Authority under the 1998 Port District Project
Bonds Swaption are insured by Ambac Assurance. In addition to other Events of Default and Termination Events (as defined
in the 1999 Port District Project Bond Swaption), there exists an Additional Termination Event with respect to the Authority if
the credit rating of Bonds issued under the 1998 Revenue Bond Indenture or bonds issued under the 1998 Port District Project
Bond Indenture (hereinafter defined) under which the 1998 Port District Project Bonds were issued (without consideration of
municipal bond insurance or credit enhancement) falls below “Baa3” with respect to Moody’s or “BBB-" with respect to S&P
or Fitch, or Bonds or bonds issued under the 1998 Port District Project Bond Indenture cease to be rated by Moody's, S&P or
Fitch (and such rating agencies are still in the business of rating obligations such as the Bonds or bonds issued under the 1998
Port District Project Bond Indenture). However, as provided in the 1998 Port District Project Bonds Swaption, so long as no
Insurer Credit Event (as defined therein) has occurred, no Early Termination Date can be designated unless Ambac Assurance
has consented in writing thereto. The 1998 Port District Project Bonds are currently rated Baa3 and BBB- by Moody’s and
S&P respectively.

On August 30", 2007, Lehman Brothers advised the Authority that it was exercising its option on this Swaption as of
January 1%, 2008. (Additional disclosure information related to this swap is included under “Subsequent Events”, Note 20).

As of December 31, 2007, the fair value of the 1998 Port District Project Bonds Swaption was ($9,859). (For the
method of valuation, see “Fair Value”, Note 4).

Risks Related to the Derivatives

Fair Value - Fair values were estimated using the zero-coupon method. This method calculates the future payments required
by the swap, assuming that the current forward rates implied by the yield curve correctly anticipate future spot interest rates.
These payments are then discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon rate
bonds due on the date of each future net settlement on the swaps.

Basis Risk - Basis risk exists to the extent the Authority’s fixed rate payments to the counterparties do not exactly equal the
index on the swaption. The Authority’s taxable and tax-exempt bonds are hedged with the BMA Municipal Swap Index and a
percentage of the USD-LIBOR-BBA Index.

Market-Access Risk - If a particular option is exercised and refunding bonds are not issued, the affected series of bonds would
not be refunded and the Authority would make net swap payments as required by the terms of the applicable aforementioned
contracts. If the option is exercised and the variable-rate bonds issued, the actual difference ultimately recognized by the
transaction will be affected by the relationship between the interest rate terms of the to-be-issued variable-rate bonds versus the
payment as stipulated in the swaption agreement.

Interest Rate Swap Ratings — In December 2005, Standard & Poor’s assigned a Debt Derivative Profile (DDP) rating of “3”

for the Authority’s swap portfolio, which is considered a neutral credit risk position on a scale from 1 to 5 (with 1 being the
most credit worthy).
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In March 2006, S&P advised its clients that they had revised the criteria for the DDP scoring by placing “more
emphasis on the near and intermediate term risks and less emphasis on the longer-term risks.” As a result, S&P changed the
Authority’s rating froma 3.0 to 3.5. There have been no subsequent changes to the Authority’s DDP ratings, since the issuance
of S&P’s March 2006 report.

5. ACCOUNTS RECEIVABLE AND TOLL REVENUES

Accounts receivable for December 31, 2007 and December 31, 2006 are as follows:

2007 2006

Reimbursements from governmental agencies - capital

improvements to the PATCO system due from the

Federal Transit Administration and New Jersey Transit $ 1,835 $ 1,746
Other intergovernmental 3,500 3,500
Cruise terminal receivables 15 312
Development projects 4 48
Other 2,300 3,541
Gross receivables 7,654 9,147
Less: Allowance for uncollectibles (1,500) (1,500)
Net total receivables $ 6,154 $ 7,647

Of the total other intergovernmental receivables of $3,500 above, $3,500 is not expected to be collected within one year. In
addition, the Authority records toll revenue net of uncollectible tolls and commuter credits. Gross toll revenues for 2007 were
$200,873, while the adjustments for uncollectible tolls and commuter credits were $483 and $4,321, respectively.

6. CHANGES IN LONG-TERM LIABILITIES

Long-term liability activity for the period ending December 31, 2007 is as follows:

Beginning Ending Due within
Balance Increases Decreases Balance 1 Year
Bonds and loans payable:
1995 Revenue Bonds $ 357,185 $ (357,185)
1998 Revenue Refunding Bonds 69,710 (20,610) $ 49,100 $ 21,695
1999 Revenue Bonds 422,310 422,310
1998 Port District Project Bonds 70,045 (2,145) 67,900 2,255
1999 Port District Project Bonds 157,035 (2,065) 154,970 2,215
2001 Port District Project Bonds 143,185 (4,740) 138,445 6,065
2007 Refunding Revenue Bonds $ 358,195 358,195 20
Less issuance discounts / premiums
and loss on defeased debt (7,283) (7,227) 4,492 (10,018)
Total bonds payable 1,212,187 350,968 (382,253) 1,180,902 32,250
Other liabilities:
Bridge repainting 47,021 4,497 51,518
Self-insurance 5,188 (427) 4,761
Sick and vacation leave 4,635 (171) 4,464 3,348
Other (GASB 45 unfunded liability) 9,844 9,844
Total long-term liabilities $ 1,269,031 $ 365309 $ (382,851) $ 1,251,489 $ 35598
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7. INVESTMENT IN FACILITIES

Capital assets for the period ending December 31, 2007 were as follows:

Capital assets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated
Capital assets being depreciated:
Bridges and related building and equipment
Transit property and equipment
Port enhancements
Total capital assets being depreciated
Less accumulated depreciation for:
Bridges and related building and equipment
Transit property and equipment
Port enhancements
Total accumulated depreciation

Total capital assets being depreciated, net

Total capital assets, net

Beginning Ending
Balance Increases Decreases Balance

$ 76,325 $ 76,325

76,351 $ 18,524 $  (37,768) 57,107

152,676 18,524 (37,768) 133,432

988,809 21,192 (20,756) 989,248

358,245 21,397 (5,743) 373,899

23,594 31 (7) 23,618

1,370,648 42,620 (26,506) 1,386,765
(320,144) (31,097) 20,720 (330,521)
(140,050) (11,770) 5,743 (146,077)
(8,180) (1,767) 24 (9,923)
(468,374) (44,634) 26,487 (486,521)

902,274 (2,014) (19) 900,244

$ 1054950 $ 16510 $ (37,787) $ 1,033,676

Total depreciation expense for the period ending December 31, 2007 was $44,634.

8. DEFERRED COMPENSATION PLAN

The Authority offers its employees a deferred compensation plan in accordance with Internal Revenue Code Section 457. The
plan, available to all full-time employees, permits them to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death, or unforeseeable emergency. The Authority
does not make any contributions to the plan. To comply with changes in federal regulations and GASB 32, “Accounting and
Financial Reporting for Internal Revenue Code 457 Deferred Compensation Plans,” the Authority amended the Plan in 1998 so
that all amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all income
attributable to those amounts, property, or rights are solely the property of the employees.
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9. PENSION PLANS

Employees of the Authority participate in the Pennsylvania State Employees’ Retirement System, the Public Employees’
Retirement System of New Jersey or the Teamsters Pension Plan of Philadelphia and Vicinity.

Pennsylvania State Employees’ Retirement System

Plan Description - Permanent full-time and part-time employees are eligible and required to participate in the plan
that provides pension, death and disability benefits. A member may retire after completing three years of service and after
reaching normal retirement age (the age of 60, except police officers at age 50, or the age at which 35 years of service has been
completed, whichever occurs first). Benefits vest after five years of service. If an employee terminates his or her employment
after at least five years of service but before the normal retirement age, he or she may receive pension benefits immediately or
defer pension benefits until reaching retirement age. Employees who retire after reaching the normal retirement age with at
least three years of credited service are entitled to receive pension benefits equal to 2.50% of their final average compensation
(average of the three highest years in earnings) times the number of years for which they were a participant in the plan. The
pension benefits received by an employee who retires after five years of credited service but before normal retirement age are
reduced for the number of years that person is under normal retirement age.

Pension provisions include death benefits, under which the surviving beneficiary may be entitled to receive the
employee’s accumulated contributions less the amount of pension payments that the employee received, the present value of the
employee’s account at retirement less the amount of pension benefits received by the employee, the same pension benefits
formerly received by the employee, or one-half of the monthly pension payment formerly received by the employee. The
maximum pension benefit to the employee previously described may be reduced depending on the benefits elected for the
surviving beneficiary.

The Pennsylvania State Employees’ Retirement System issues a publicly available annual financial report, including
financial statements, which may be obtained by writing to Pennsylvania State Employees’ Retirement System, 30 North Third
Street, Harrisburg, Pennsylvania, 17108-1147.

Funding Policy - The contribution requirements of plan members and the Authority are established and amended by
the Pennsylvania State Employees’ Retirement System Board. As of January 1, 2002, employees are required to contribute
6.25% of their gross earnings to the plan. The Authority was required to, and did, contribute an actuarially determined amount
to the plan, which equaled 3.67%, 3.17%, and 2.22% of covered payroll in 2007, 2006, and 2005, respectively. In 2007, 2006,
and 2005, the Authority contributed $1,507, $1,302, and $914, respectively, to the plan.

New Jersey Public Employees Retirement System (NJ PERS)

Plan Description - Permanent full-time employees, hired after January 1, 2002, who were members of NJPERS when
they were hired, are eligible to participate in this defined plan (administered by the New Jersey Division of Pensions and
Benefits), which provides retirement, death, and disability benefits. Vesting and benefit provisions are established by N.J.S.A.
43:15A and 43:3B.

Funding Policy - The contribution requirements of plan members and the Authority are established and amended by
state statute. In accordance with Chapter 62, P.L.1994, plan members enrolled in the PERS are required to contribute 5.0% of
their annual covered salary to the plan. The Authority was not required to contribute an actuarially determined amount to the
plan for the years 2003 through 2006. The Authority began sending employee contributions to NJ PERS beginning in January,
2006. The Authority was required to, and did, contribute an actuarially determined amount to the plan, which equaled 5.18%
and 5.20% of covered payroll in 2007 and 2006, respectively. In 2007 and 2006, the Authority contributed $0 and $0
respectively, to the plan.

Teamsters Pension Plan of Philadelphia and Vicinity

Plan Description - Certain represented employees are eligible and required to participate in the Teamsters Pension
Plan of Philadelphia and Vicinity, which provides pension, death and disability benefits. A member may retire at the later of
(a) the date the employee reaches 65 or (b) the tenth anniversary of the employee’s commencement of participation in the plan.
Additionally, employees are eligible for early retirement after 10 years of participation in the plan and (a) completion of 30
years of vested service or (b) attainment of age 50 and completion of 10 years of vested service. Benefits vest after 10 years of
service. An employee who retires on or after his or her normal retirement age is entitled to receive benefits based on his or her
credited years of service multiplied by a monthly benefit rate, which is determined based on the employer’s daily contributions.
The benefits are subject to maximum rates that vary according to employer daily contribution rates. Members may also
receive benefits after early retirement at reduced rates depending on age at retirement.
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An employee who qualifies for disability retirement benefits (total and permanent disability with 10 years of vested
service and 5 years of continuous service with at least 300 covered days of contributions) is entitled to receive two hundred
dollars per month until retirement age, when retirement benefits would commence.

Provisions include surviving spouse death benefits, under which the surviving spouse is entitled to a 50% survivor
annuity in certain cases.

The Teamsters Pension Plan of Philadelphia and Vicinity issues a publicly available annual financial report, including
financial statements, which may be obtained by writing to Teamsters Pension Plan of Philadelphia and Vicinity, Fourth and
Cherry Streets, Philadelphia, Pennsylvania, 19106.

Funding Policy - The Teamsters Pension Plan is controlled by the Teamsters Pension Plan of Philadelphia and
Vicinity Board. The employer’s contribution requirements are determined under the terms of one Collective Bargaining
Agreement in force between the employer and the Teamsters. During 2007, the Authority was required to, and did, contribute
the following amounts for PATCO employees: twenty dollars and twenty cents per day per participating employee. The
Authority’s contributions totaled 7.78%, 8.21%, and 7.83% of covered payroll in 2007, 2006, and 2005, respectively. The
employees of the Authority make no contributions to the plan. The Authority contributed $997, $1,003, and $955 in 2007,
2006, and 2005, respectively.

10. POSTEMPLOYMENT HEALTHCARE PLAN

For the year ended December 31, 2007, the Authority implemented Statement No. 45 of the Governmental Accounting
Standards Board, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The
provisions and accounting treatment mandated by this Statement have not been retroactively applied to the year ended
December 31, 2006; thus, the expense and related liability does not appear in the 2006 column of the comparative combined
financial statements.

Plan Description - The Authority provides certain health care and life insurance benefits for retired employees, where
such benefits are established and amended by the Authority’s Board of Commissioners. The Authority’s plan provides two
agent multiple-employer post-employment healthcare plans which cover two retiree populations: eligible retirees under the age
of 65 receive benefits through Amerihealth and eligible retirees 65 and over receive benefits through the United Health Group
(in partnership with AARP) and Aetna. Life insurance benefits to qualifying retirees are provided through Prudential. The
plans are administered by the Authority, therefore premium payments are made directly by the Authority to the insurance
carriers.

Funding Policy - Employees become eligible for retirement benefits based on hire date and years of service. The
contribution requirements of plan members and the Authority are established and may be amended by the Authority’s
Board of Commissioners. Plan members receiving benefits contribute $55 per month for retiree-only coverage for the base
plan and $110 per month for dependent coverage to age 65 for the base plan, and $55 and $55 per month, respectively,
thereafter for the United Health Group (in partnership with AARP) and Aetna. An additional amount is required for the
buy-up plan for retirees under age 65 and their dependents.

Retirees - The Authority presently funds its current retiree post employment benefit costs on a “pay-as-you-go” basis
and, as shown above, receives annual contributions from retirees to offset a portion of this annual cost. The Authority’s
contributions to the plan for the years ended 2007, 2006, and 2005 were $4,626, $3,986, and $4,839, respectively.

Future Retirees - Under GASB Statement 45, the Authority is now required to expense the annual required
contribution of the employer (ARC), an amount actuarially determined in accordance with the parameters of GASB Statement
45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The ARC includes the
costs of both current and future retirees. The current ARC was determined to be $14,470 at an unfunded discount rate of 5%.
As shown above, the Authority has funded the cost of existing retirees in the amount of $4,626 and in 2007, the Authority has
accrued the benefit costs for future eligible employees, but has not yet begun funding this outstanding liability. The Authority
plans to begin funding a portion of this outstanding liability in 2008.

Annual OPEB Cost - For 2007, the Authority’s annual OPEB cost (expense) of $14,470 for the plan was equal to the
ARC. The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for 2007 is as follows:

Pay as You Net Percentage of

Year Annual Go Cost OPEB Annual OPEB
Ended OPEB Cost (Existing Retirees) Obilgation Cost Contributed
12/31/2007 % 14,470 $ 4,626 $ 9844 32%
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Funded Status and Funding Progress - As of January 1, 2007, the most recent actuarial valuation date, the Authority’s Plan
was 0% funded. The actuarial accrued liability for benefits was $146,638, and the actuarial value of plan assets was $0,
resulting in an unfunded actuarial accrued liability (UAAL) of $146,638. The covered payroll (annual payroll of active
employees covered by the plan) was $54. (For additional information, please refer to the “Required Supplementary Information
Schedule of Funding Progress for Health Benefits Plan” shown at the end of the footnote section.) Actuarial valuations of an
ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Examples include assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made about the future. The
schedule of funding progress, presented as required supplementary information following the notes to the financial statements,
presents multiyear trend information that shows whether the actuarial value of the plan assets is increasing or decreasing over
time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes are based on the
substantive plan (the plan as understood by the employer and plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing benefit costs between the employer and plan members to that point.
The actuarial methods and assumptions used include techniques that are designed to reduce short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

In the December 31, 2007 actuarial valuation, the projected unit credit actuarial cost method was used. Under this
method, an actuarial accrued liability is determined as the actuarial present value of the portion of projected benefits which is
allocated to service before the current plan year. In addition, a normal cost is determined as the actuarial present value of the
portion of projected benefits which is allocated to service in the current plan year for each active participant under the assumed
retirement age. The actuarial assumptions included the following: a discount rate of 5% on future benefit costs; compensation
increases of 4% per year; a medical cost trend rate of 10% per year, reduced by decrements to an ultimate rate of 5% after ten
years; turnover rate of 20% starting at age 20 decreasing to a rate of .1% to age 60; retirement rate of 5% starting at age 55,
increasing to 10%for ages 60 and 61, 15% for age 62, 5% for ages 63 through 64, and 10% for age 65; and lastly, 80% of future
retirees are assumed to have dependent coverage.

11. INDENTURES OF TRUST

The Authority is subject to the provisions of the following Indentures of Trust: Revenue Refunding Bonds of 1998 with
Commerce Bank, National Association, dated July 1, 1998; and the Revenue Bonds of 1999 with Commerce Bank, National
Association, dated December 1, 1999 and The Revenue Refunding Bonds of 2007, with Commerce Bank as Trustee, dated
October 4, 2008 (collectively the “Bond Resolution™); Port District Project Bonds of 1998 with The Bank of New York (as
successor trustee to U.S. Trust Company of New Jersey), dated August 15, 1998; Port District Project Bonds of 1999 with The
Bank of New York (as successor trustee to Summit Bank), dated December 1, 1999; Port District Project Bonds of 2001 with
Commerce Bank, National Association, dated December 1, 2001. The Bond Resolution requires the maintenance of the
following accounts:

Project Fund - This restricted account was established in accordance with Section 6.02 of the Bond Resolution. The
Project Fund is held by the Trustee and is applied to pay the cost of the Projects and is pledged, pending application to such
payment of costs for the security of the payment of principal and interest on the Revenue, Revenue Refunding, and Project
Bonds (the “Bonds”).

Debt Service Fund - This restricted account was established in accordance with Section 6.04 of the Bond Resolution
for the payment of maturing interest and principal on the Bonds. The balance on deposit must be sufficient to enable the
Trustee to withdraw amounts equal to interest due on the Bonds, principal amounts maturing on Bonds, accrued interest
included in the purchase price of the Bonds purchased for retirement, and sinking fund installments when payments are
required.

Debt Service Reserve Fund - This restricted account was established in accordance with Section 6.05 of the Bond
Resolution. The amount of funds on deposit must be maintained at a level equal to the Maximum Debt Service to insure funds
are available for payment of Debt Service.

Bond Redemption Fund - This restricted account was established in accordance with Section 6.06 of the Bond
Resolution to account for amounts received from any source for the redemption of Bonds, other than mandatory sinking fund
payments.

Rebate Fund - This restricted account was established in accordance with Section 6.07 of the Bond Resolution to
account for amounts deposited from time to time in order to comply with the arbitrage rebate requirements of Section 148 of
the Code as applicable to any Series of Tax-Exempt Bonds issued.

In addition, in accordance with the Indentures of Trust for the Revenue Refunding Bonds of 1998 the following
additional accounts are required to be maintained:

Revenue Fund - This unrestricted account was established in accordance with Section 6.03 of the Bond Resolution
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for the Authority to deposit all Revenues. On or before the 20" day of each calendar month, the Trustee shall, to the extent
money is available, transfer to or credit funds needed in the following order: (1) the Debt Service Fund, (2) the Debt Service
Reserve Fund, (3) any Reserve Fund Credit Facility Issuer, (4) the Trustee’s Rebate Fund, (5) the Maintenance Reserve Fund,
(6) the General Fund. The Authority is required by its Revenue Bond Indentures to retain in the Revenue Fund
cash/investments equivalent to 15% of its annual operating expenses, as set forth in the Annual Budget of the Authority. These
funds are classified as restricted in the financial statements.

Maintenance Reserve Fund - This restricted account was established in accordance with Section 6.08 of the Bond
Resolution. These funds are maintained for reasonable and necessary expenses with respect to the system for major repairs,
renewals, replacements, additions, betterments, enlargements, improvements, and extraordinary expenses, all to the extent not
provided for in the then current Annual Budget. Money in this account is pledged for the security of payment principal and
interest on the Bonds. Whenever the amount in this account exceeds the “Maintenance Reserve Fund Requirement”, the excess
shall be deposited in the General Fund. The “Maintenance Reserve Fund Requirement” on any date is $3,000.

General Fund - This unrestricted account was established in accordance with Section 6.09 of the Bond Resolution.
All excess funds of the Authority are recorded in the General Account. If the Authority is not in default in the payment of bond
principal or interest and all fund requirements are satisfied, the excess funds may be used by the Authority for any lawful
purpose.

12. FUNDED AND LONG-TERM DEBT

At December 31, 2007, the Authority had $1,180,902 in Revenue, Revenue Refunding, and Port District Project Bonds
outstanding, consisting of bonds issued in 1998, 1999, 2001, and 2007. The 1995 Revenue Bonds, defeased in 2007, were
originally issued pursuant to an Indenture of Trust, dated November 15, 1995, and the First Supplemental Indenture thereto.
The 1998 Revenue Refunding Bonds were issued pursuant to the Indenture of Trust, dated July 1, 1998, and a First
Supplemental Indenture thereto. The 1998 Port District Project Bonds were issued pursuant to an Indenture of Trust dated
August 15, 1998. The 1999 Revenue Bonds were issued pursuant to the Indenture of Trust dated July 1, 1998, a Second
Supplemental Indenture dated August 15, 1998, and a Third Supplemental Indenture dated December 1, 1999. The 1999 Port
District Project Bonds were issued pursuant to an Indenture of Trust dated December 1, 1999. Under the terms of the 1998
Revenue Refunding Bonds Indenture of Trust, the Authority covenanted not to issue any additional bonds under the 1995
Indenture of Trust. The 2001 Port District Project Bonds were issued pursuant to an Indenture of Trust dated December 1,
2001. The 2007 Revenue Refunding Bonds were issued pursuant to the Indenture of Trust dated July 1, 1998.

1998 Revenue Refunding Bonds - On July 6, 1998, the Authority issued $63,190 of Revenue Refunding Bonds, Series A, to
provide funds, together with other funds available, to advance refund $79,980 principal amount of the Authority’s Capital
Appreciation Bonds, Series of 1989. In addition, the Authority issued on October 6, 1998, $125,200 of Revenue Refunding
Bonds, Series B, for the purpose of refunding $120,380 aggregate principal amount of the Serial and Term Bonds, Series of
1989, which completed the defeasance of all bonds issued under the 1985 General Bond Resolution.

The 1998 Revenue Refunding Bonds outstanding at December 31, 2007 are as follows:

Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount

Serial Bonds, Series B

2008 525% % 21,695 2010 525% $ 2,245
2009 5.25% 22,795 2011 5.25% 2,365
Total 1998 Refunding Bonds 49,100
Plus unamortized bond premium 1,765
Less unamortized loss on defeasance (3,284)
Total 1998 Refunding Bonds, net $ 47,581
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The 1998 Revenue Refunding Bonds, together with the Authority’s 1999 Revenue Bonds, and any parity obligations
hereafter issued under the 1998 Revenue Bond Indenture, are equally and ratably payable solely from and secured by a lien on
and security interest in (i) the amounts on deposit in the 1995 General Fund established under the Indenture of Trust dated as of
November 15, 1995, as supplemented as of November 15, 1995 (collectively, the “1995 Revenue Bond Indenture”), (ii) the
amounts on deposit in the Funds established under the 1998 Revenue Bond Indenture, except for the 1998 General Fund and
the 1998 Rebate Fund. So long as the Authority’s Revenue Bonds, Series of 1995 (the “1995 Revenue Bonds”) remain
outstanding, the 1999 Revenue Bonds will not be secured by any lien on or security interest in the Net Revenues of the
Authority.

The 1998 Revenue Refunding Bonds Series A are not subject to mandatory redemption prior to maturity. The 1998
Revenue Refunding Bonds Series B are subject to redemption prior to maturity at the option of the Authority on or after
January 1, 2009, in whole at any time or in part at any time and from time to time in any order of maturity as specified by the
Authority, in any principal amount which is an integral multiple of $5 as specified by the Authority, and within a maturity as
allocated by the Trustee or by lot at the respective redemption prices expressed as percentages of the principal amount of such
1998 Revenue Refunding Bonds Series B or portions thereof to be redeemed as set forth below, together with accrued interest
to the redemption date:

Redemption Price

Optional Redemption Dates (Inclusive) 1998 Refunding Bonds, Series B
January 1, 2009 through December 31, 2009 101.00%
January 1, 2010 and thereafter 100.00%

The issuance of the 1998 Revenue Refunding Bonds resulted in a loss of $16,044 which represents the costs
associated with the defeasance or call of the 1989 Bonds. These costs were deferred and will be amortized over the life of the
1998 issue to the year 2011.

1998 Port District Project Bonds - On September 2, 1998, the Authority issued $84,705 of Port District Project Bonds, Series
of 1998, to provide funds to finance (a) all or a portion of the cost of certain economic development and capital projects,
including reimbursing the Authority for the cost of economic development projects financed with Authority funds, (b) a deposit
to the Port District Debt Service Reserve Fund established under the 1998 Port District Indenture, and (c) all or a portion of the
costs and expenses of the Authority relating to the issuance and sale of the 1998 Port District Bonds.

The 1998 Port District Project Bonds are general corporate obligations of the Authority. Except as expressly provided
in the 1998 Port District Indenture, the 1998 Port District Project Bonds are not secured by a lien or charge on, or pledge of,
any revenues or other assets of the Authority. No tolls, rents, rates or other such charges are pledged for the benefit of the 1998
Port District Project Bonds. The 1998 Port District Project Bonds are payable from such funds and from other monies of the
Authority legally available.
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The 1998 Port District Project Bonds outstanding at December 31, 2007 are as follows:

Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount
Serial Bonds
2008 5.00% $ 2,255 2012 475% % 2,720
2009 5.00% 2,365 2013 5.00% 2,845
2010 4.50% 2,485 2014 4.75% 2,990
2011 4.63% 2,600 2015 5.00% 3,130
21,390
Term Bonds
2016 4.75% $ 3,290 2021 500% $ 4,175
2017 4.75% 3,445 2022 5.00% 4,385
2018 5.00% 3,605 2023 5.00% 4,605
2019 5.00% 3,790 2024 5.00% 4,835
2020 5.00% 3,975 2025 5.00% 5,075
2026 5.00% 5,330
46,510
Total par value of 1998 Port District Project Bonds outstanding 67,900
Less unamortized bond discount (380)
Total 1998 Port District Project Bonds, net $ 67,520

The 1998 Port District Project Bonds are subject to redemption prior to maturity on or after January 1, 2008, in whole at any
time, or in part at any time and from time to time in any order of maturity as specified by the Authority, in any principal
amount within a maturity as specified by the Authority, and within a maturity as selected by the Trustee by lot at the respective
redemption prices expressed as percentages of the principal amount of such Port District Project Bonds or portions thereof to be
redeemed as set forth below, together with accrued interest to the redemption date:

Redemption Price

Optional Redemption Dates (Inclusive) Port District Project Bonds
January 1, 2008 through December 31, 2008 101.00%
January 1, 2009 and thereafter 100.00%

1999 Revenue Bonds - On December 22, 1999, the Authority issued $422,310 of Revenue Bonds of 1999 to provide funds,
together with other funds available, (i) to finance, refinance or reimburse a portion of the costs of certain capital projects
undertaken or to be undertaken by the Authority, (ii) to fund a portion of the interest on the 1999 Revenue Bonds during the
period of construction and acquisition of the aforesaid projects, (iii) to fund the Debt Service Reserve Requirement for the 1999
Revenue Bonds, and (iv) to pay the costs of issuance of the 1999 Revenue Bonds.

The 1999 Revenue Bonds, together with the Authority’s Revenue Refunding Bonds, Series A of 1998 and Series B of
1998 (the 1998 Revenue Bonds™) and any parity obligations hereafter issued under the 1998 Revenue Bond Indenture, are
equally and ratably payable solely from and secured by a lien on and security interest in (i) the amounts on deposit in the 1995
General Fund established under the Indenture of Trust dated as of November 15, 1995, as supplemented as of November 15,
1995 (collectively, the <“1995 Revenue Bond Indenture”), (ii) the amounts on deposit in the Funds established under the 1998
Revenue Bond Indenture, except for the 1998 General Fund and the 1998 Rebate Fund. So long as the Authority’s Revenue
Bonds, Series of 1995 (the <1995 Revenue Bonds”) remain outstanding, the 1999 Revenue Bonds will not be secured by any
lien on or security interest in the Net Revenues of the Authority.
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The 1999 Revenue Bonds outstanding at December 31, 2007 are as follows:

Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount
Serial Bonds

2010 550% $ 10,385 2014 5.40% $ 5,000

2010 5.10% 5,000 2015 5.75% 20,145

2011 5.50% 16,230 2016 5.75% 16,300

2012 5.50% 12,110 2016 5.63% 5,000

2012 5.25% 5,000 2017 6.00% 22,525

2013 5.63% 18,055 2018 6.00% 18,865

2014 5.75% 14,050 2018 5.75% 5,000

2019 6.00% 25,295

198,960

Term Bonds

2020 575% $ 26,810 2023 5.75% $ 31,710

2021 5.75% 28,355 2024 5.75% 33,530

2022 5.75% 29,985 2025 5.75% 35,460

2026 5.75% 37,500

223,350

Total par value of 1999 Revenue Bonds 422,310
Less unamortized bond discount (567)
Total 1999 Revenue Bonds, net $ 421,743

Optional Redemption - The 1999 Revenue Bonds are subject to redemption prior to maturity at the option of the Authority on
or after January 1, 2010, in whole at any time or in part at any time and from time to time in any order of maturity as specified
by the Authority, in any principal amount which is an integral multiple of $5 as specified by the Authority, and within a
maturity as allocated by the Trustee or by lot (and, if 1999 Revenue Bonds of a maturity bear interest at different rates, as
allocated by the Trustee or by lot among 1999 Revenue Bonds of the interest rate or rates specified by the Authority) at a
redemption price equal to 100% of the principal amount of such 1999 Revenue Bonds or portions thereof to be redeemed,
together with accrued interest to the redemption date.

1999 Port District Project Bonds - On December 22, 1999, the Authority issued $272,095 to provide funds to finance (a) all or
a portion of the cost of certain port improvement and economic development projects within the Port District, (b) a deposit of
cash or a Reserve Fund Credit Facility to the credit of the Debt Service Reserve Fund established under the 1999 Port District
Project Bond Indenture, and (c) all or a portion of the costs and expenses of the Authority relating to the issuance and sale of
the 1999 Port District Project Bonds.

The 1999 Port District Project Bonds are general corporate obligations of the Authority. The 1999 Port District
Project Bonds are not secured by a lien or charge on, or pledge of, any revenues or other assets of the Authority other than the
monies, if any, on deposit from time to time in the Funds established under the 1999 Port District Project Bond Indenture. No
tolls, rents, rates or other such charges are pledged for the benefit of the 1999 Port District Project Bonds. The 1999 Port
District Project Bonds are equally and ratably secured by the funds on deposit in the Funds established under the 1999 Port
District Project Bond Indenture, except for the Rebate Fund. The 1999 Port District Project Bonds are payable from such
Funds and from other monies of the Authority legally available.

The 1999 Port District Project Bonds are subject to optional redemption and mandatory sinking fund redemption prior
to maturity as more fully described herein.
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The scheduled payment of principal and interest on the 1999 Port District Project Bonds when due are guaranteed
under an insurance policy issued concurrently with the delivery of the 1999 Port District Project Bonds by Financial Security
Assurance Inc.

The 1999 Port District Project Bonds outstanding at December 31, 2007 are as follows:

Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount
Series A Bonds

2008 7.32% $ 2,215 2011 7.46% $ 2,740
2009 7.37% 2,380 2012 7.50% 2,950
2010 7.42% 2,555 2013 7.54% 3,170
16,010
Term Bonds

2014 7.63% $ 3,405 2018 763% $ 4,570
2015 7.63% 3,665 2019 7.63% 4,920
2016 7.63% 3,945 2020 7.63% 5,295
2017 7.63% 4,245 2021 7.63% 1,035
31,080

Maturity Date Interest Principal Maturity Date Interest Principal

(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount

Series B Bonds

2021 5.70% $ 13,060 2022 570% $ 16,930
2023 5.70% 17,895
47,885
Term Bonds
2024 5.63% $ 18,915 2025 563% $ 19,980
2026 5.63% 21,100
59,995
Total par value of 1999 Port District Project Bonds 154,970
Less unamortized bond discount (2,381)
Total 1999 Port District Project Bonds, net $ 152,589
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Optional Redemption - The Series A Port District Project Bonds are redeemable by the Authority on any interest payment date
in whole or in part, and if in part, in any order of maturity specified by the Authority and in any principal amount within a
maturity as specified by the Authority. Any such redemption shall be made at a redemption price equal to accrued interest to
the redemption date plus the greater of: (i) the principal amount of the Series A Port District Project Bonds to be redeemed, and
(i) an amount equal to the discounted remaining fixed amount payments applicable to the Series A Port District Project Bonds
to be redeemed. Allocation of the amounts of Series A Port District Project Bonds to be redeemed shall be proportionate nearly
as reasonably possible having due regard for minimum authorized denominations of the 1999 Port District Project Bonds
among the respective interest of the holders of the Series A Port District Project Bonds to be redeemed at the time of selection
of such Series A Port District Project Bonds for redemption.

The Series B Port District Project Bonds shall be subject to redemption prior to maturity on or after January 1, 2010,
in whole at any time, or in part at any time and from time to time in any order of maturity as specified by the Authority, in any
principal amount within a maturity as specified by the Authority, and within a maturity as selected by the Trustee by lot at a
redemption price equal to 100% of the principal amount of such Series B Port District Project Bonds or portions thereof to be
redeemed, together with accrued interest to the redemption date.

2001 Port District Project Bonds - On December 27, 2001, the Authority issued $128,395 of Port District Project Refunding
Bonds, Series A of 2001, and $31,180 Port District Project Bonds, Series B of 2001. The 2001 Port District Project Bonds are
being issued to provide funds to finance (a) the current refunding of $100,500 of the Authority’s Port District Project Bonds,
Series A of 1999 (Federally Taxable), (b) all or a portion of the cost of certain port improvement and economic development
projects within the Port District, (c) a deposit of cash to the credit of the Debt Service Reserve Fund established under the 2001
Port District Project Bond Indenture, and (d) all or a portion of the costs and expenses of the Authority relating to the issuance
and sale of the 2001 Port District Project Bonds.

The 2001 Port District Project Bonds outstanding at December 31, 2007 are as follows:

Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount

Series A Refunding Bonds (Federally Taxable)

2008 5.25% $ 5,085 2015 550% $ 7,260
2009 5.25% 4,350 2016 5.50% 7,660
2009 5.00% 1,000 2017 5.50% 8,080
2010 5.50% 2,625 2018 5.50% 8,525
2010 5.25% 3,000 2019 5.10% 8,995
2011 5.25% 5,935 2020 5.10% 9,450
2012 5.25% 6,255 2021 5.10% 1,580
2013 5.50% 5,570 2022 5.13% 1,300
2014 5.50% 6,880 2023 5.15% 1,300
$ 94,850
Term Bonds
2024 5.20% $ 1,300 2026 520% $ 1,300
2025 5.20% 1,300 2027 5.20% 12,900
16,800
Total par value of Series A Refunding Bonds 111,650
Plus unamortized bond premium 2,231
Total 2001 Series A Refunding Bonds, net $ 113,881
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Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount

Series B Refunding Bonds

2008 4.20% $ 980 2016 5.00% $ 1,400
2009 4.35% 1,020 2017 5.00% 1,470
2010 4.45% 1,065 2018 5.00% 1,540
2011 4.50% 1,115 2019 5.10% 1,620
2012 4.60% 1,165 2020 5.10% 1,700
2013 4.63% 1,215 2021 5.10% 1,785
2014 4.75% 1,270 2022 5.13% 1,880
2015 4.85% 1,335 2023 5.15% 1,975
$ 22,535
Term Bonds
2024 5.20% $ 2,075 2025 520% $ 2,185
4,260
Total par value of Series B Bonds 26,795
Less unamortized bond discount (274)
Total 2001Series B Bonds, net 26,521
Total 2001Port District Project Bonds, net $ 140,402

The 2001 Port District Project Bonds are general corporate obligations of the Authority. The 2001 Port District
Project Bonds are not secured by a lien or charge on, or pledge of, any revenues or other assets of the Authority other than the
monies, if any, on deposit from time to time in the Funds established under the 2001 Port District Project Bond Indenture. No
tolls, rents, rates or other such charges are pledged for the benefit of the 2001 Port District Project Bonds.

Optional Redemption - The Series A Port District Project Refunding Bonds maturing on or after January 1, 2013 are subject to
redemption prior to maturity at the option of the Authority on or after January 1, 2012, in whole at any time, or in part at any
time and from time to time, in any order of maturity as specified by the Authority and within a maturity as selected by the
Trustee by lot, at a redemption price equal to 100% of the principal amount of such Series A Port District Project Bonds or
portions thereof to be redeemed, together with accrued interest to the redemption date.

2007 Revenue Refunding Bonds - On October 4, 2007, the Authority issued $358,195 in variable rate Revenue Refunding
Bonds to provide funds, together with other funds available: (a) to finance the current refunding of $357,185 aggregate
principal amount of the Authority’s Revenue Bonds, Series of 1995, constituting all of the outstanding bonds of such series; (b)
to fund the Debt Service Reserve Requirement; and (c) to pay the costs of issuance of the 2007 Revenue Bonds. T he bonds
were issued as auction rate securities. The 2007 Revenue Bonds were issued pursuant to the Indenture of Trust dated as of July
1, 1998, as supplemented by a First Supplemental Indenture dated as of July 1, 1998, a Second Supplemental Indenture dated as
of August 15, 1998, a Third Supplemental Indenture dated as of December 1, 1999 and the Fourth Supplemental Indenture
dated as of October 1, 2007.

62 DRPA ¢ 2007 ANNUAL REPORT



FINANCIAL SECTION

The 2007 Revenue Refunding Bonds outstanding at December 31, 2007 are as follows:

Auction Generally Interest Payment Auction Principal
Subseries First Auction Date Held On Date Generally Period Amount
2007-1 October 15, 2007 Monday Tuesday Seven Days $ 71,655
2007-2 October 16, 2007 Tuesday Wednesday Seven Days 71,635
2007-3 October 17, 2007 Wednesday Thursday Seven Days 71,635
2007-4 October 18, 2007 Thursday Friday Seven Days 71,635
2007-5 October 19, 2007 Friday Monday Seven Days 71,635
Total par value of 2007 Revenue Refunding Bonds 358,195
Less loss on defeasance (7,128)
Total 2007 Revenue Refunding Bonds $ 351,067

Optional Redemption of the 2007 Revenue Bonds - The 2007 Revenue Bonds, while bearing interest at the Auction
Period Rate, are subject to redemption at the option of the Authority, in whole or in part (and if in part in Authorized
Denominations; provided that no 2007 Revenue Bonds may be redeemed in part if the principal amount of 2007 Revenue
Bonds of a subseries to be Outstanding following such partial redemption is not an Authorized Denomination), at a redemption
price equal to 100% of the principal amount of such 2007 Revenue Bonds or portions thereof redeemed, together with accrued
interest thereon, if any, on the Interest Payment Date immediately following the end of the Auction Period; provided that after
any optional redemption in part of a subseries of 2007 Revenue Bonds there shall be not less than $10,000 in aggregate
principal amount of such subseries of 2007 Revenue Bonds Outstanding unless otherwise consented to by a majority of the
Broker-Dealers.

Mandatory Sinking Fund Redemption - The 2007 Revenue Bonds are subject to mandatory redemption in part on
January 1 of each year (or for 2007 Revenue Bonds in the ARS Mode in any Auction Period other than a Flexible Auction
Period of 183 or more days, on the Interest Payment Date immediately preceding January 1, unless such January 1 isan Interest
Payment Date) and in the respective principal amounts set forth below at 100% of the principal amount thereof, plus accrued
interest to the redemption date, from sinking fund installments which are required to be paid in amounts sufficient to redeem on
January 1 of each year set forth on the following page the principal amount of such respective 2007 Revenue Bonds of such:

Sinking Fund Installments

Subseries  Subseries Subseries  Subseries  Subseries

January 1 2007 -1 2007 -2 2007 -3 2007 -4 2007 -5 Total
2008 $ 20 - - - - $ 20
2009 20 - - - - 20
2010 2,225 $2,215 $2,215 $2,215 $2,215 11,085
2011 2,330 2,340 2,340 2,340 2,340 11,690
2012 3,005 3,005 3,005 3,005 3,005 15,025
2013 3,165 3,170 3,170 3,170 3,170 15,845
2014 3,350 3,340 3,340 3,340 3,340 16,710
2015 3,520 3,525 3,525 3,525 3,525 17,620
2016 3,715 3,715 3,715 3,715 3,715 18,575
2017 3,910 3,920 3,920 3,920 3,920 19,590
2018 4,135 4,130 4,130 4,130 4,130 20,655
2019 4,360 4,355 4,355 4,355 4,355 21,780
2020 4,590 4,595 4,595 4,595 4,595 22,970
2021 4,840 4,845 4,845 4,845 4,845 24,220
2022 5,100 5,110 5,110 5,110 5,110 25,540
2023 5,390 5,385 5,385 5,385 5,385 26,930
2024 5,680 5,680 5,680 5,680 5,680 28,400
2025 5,985 5,990 5,990 5,990 5,990 29,945
2026 6,315 6,315 6,315 6,315 6,315 31,575
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The following recapitulates the principal and interest due on all bonds outstanding as of December 31, 2007:

Year Ending
December 31 Principal Interest Total
2008 $ 32,250 $ 53,163 $ 85,413
2009 33,930 54,888 88,818
2010 40,445 53,564 94,009
2011 42,675 51,714 94,389
2012 45,225 49,757 94,982
2013-2017 265,685 215,410 481,095
2018-2022 353,590 144,867 498,457
2023-2027 377,120 45,311 422,431
1,190,920 $ 668,674 $ 1,859,594
Net unamortized bond discounts,
premiums, and loss on defeasance (10,018)
_$ 1,180,902

Interest on the 1998, 1999, and 2001 Bonds is payable semi-annually on January 1 and July 1 in each year. Interest
on the 2007 Revenue Bonds is payable weekly one day after the auction date. Interest expense includes interest on the bonds
and amortization of bond discounts and loss on defeasance.

Total funded debt and long-term debt as of December 31, 2007 totaled $1,180,902, of which $32,250 is short term and
$1,148,652 is long term. The Authority is current on all of its monthly debt service payments on all obligations.

Bond Ratings - Moody ’s Investors Service, Inc. Ratings - In January 2006, as a result of the Authority's failure to pass its 2006
Operating Budget in compliance with its Bond Indentures, Moody’s Investors Service, Inc. placed the Authority’s bonds on its
“Watchlist” for possible downgrade. Moody’s also withdrew its bond rating on the proposed 2005 refunding of the 1995
Revenue Bond issue, but did not alter the bond ratings on the Authority’s outstanding issues. In its report, issued on June 13,
2006, Moody’s removed the Authority from its "Watchlist" for a possible downgrade and affirmed its ratings on the Authority's
bond issues, however, Moody’s also assigned a “negative outlook™ to the ratings.

Moody’s reaffirmed its existing ratings of the Authority’s debt, with a “negative outlook™ in its report issued on April
16, 2007. In September 2007, Moody’s removed the “negative outlook” on the Authority’s bonds and, concurrent with the
issuance of the 2007 Revenue Refunding Bonds, Moody’s affirmed the Authority’s existing ratings on all revenue and port
district project bonds and assigned a rating of A3 to the 2007 Revenue Refunding Bonds. In addition, Moody’s revised its
outlook to stable. As of December 31, 2007, the Authority’s revenue bonds remained at A3, while its port district project
bonds remained at Baa3.

Standard & Poors, Inc. Ratings - In February 2006, Standard and Poor’s (S&P) placed the Authority’s bonds on
“CreditWatch” with negative implications. In its report, issued on June 12, 2006, S&P maintained its CreditWatch placement,
with negative implications, on the underlying (SPUR) ratings on the Authority's bond issues. As of December 31, 2006, the
Authority’s bonds remained on “CreditWatch” with negative implications.

On April 18, 2007, S&P downgraded its underlying ratings on the Authority’s Revenue Bond issues, reducing the
1995 Revenue Bonds from an 'A' to 'A-' rating and reducing the 1998 Revenue Refunding and 1999 Revenue Bonds from an
'‘A-'to 'BBB+'rating. The ratings on the Port District Project Bonds were affirmed at '‘BBB-'". All of the Authority’s debt issues
were removed from CreditWatch with negative implications, although S&P assigned a negative outlook to the ratings.

In accordance with its Continuing Disclosure Agreements, in May 2007, the Authority filed a Material Event
Disclosure related to the aforementioned S&P ratings actions with its Bond Trustees and the NRMSIRs (Nationally Recognized
Municipal Securities Information Repositories).

On October 2, 2007, S&P “revised its outlook on the DRPA bonds to stable from negative.” Concurrent with this
revision, S&P affirmed its BBB+ ratings on outstanding revenue bond issues and assigned its BBB+ underlying ratings to the
Authority’s 2007 Revenue Refunding Bonds, while affirming its BBB- ratings on the port district project bonds. As of
December 31, 2007, these ratings remained unchanged.
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13. DEFEASANCE OF DEBT

On October 4, 2007, the Authority issued Revenue Refunding Bonds at par value in the amount of $358,195 with a variable
rate to finance the current refunding of $357,185 aggregate principal amount of the Authority’s Revenue Bonds, Series of 1995,
with interest rates ranging from 5.30% to 5.50%. The Revenue Bonds, Series of 1995, mature on January 1, 2026 and were
callable during 2007 at 101.00% and at par as of January 1, 2008. As of December 31, 2007, $357,185 of the defeased debt
remains outstanding.

As a result of the refunding, the Authority incurred a loss on defeasance of $7,227, which has been recorded as a
contra-asset account against the noncurrent liability of bonded debt, and is being amortized as a component of interest expense
over the life of the newly issued, refunding debt.

14. CONDUIT DEBT OBLIGATIONS

The Authority is authorized to plan, finance, develop, acquire, construct, purchase, lease, maintain, market, improve and
operate any project within the Port District including, but not limited to, any terminal, terminal facility, transportation facility,
or any other facility of commerce or economic development activity, from funds available after appropriate allocation for
maintenance of bridge and other capital facilities. Utilizing this authorization, the Authority has issued certain debt bearing its
name to lower the cost of borrowing for specific governmental entities. This debt is commonly referred to as conduit (or non-
commitment) debt. Typically, the debt proceeds are used to finance facilities within the Authority's jurisdiction that are
transferred to the third party either by lease or by sale. The underlying lease or mortgage loan agreement, which serves as
collateral for the promise of payments by the third party, calls for payments that are essentially the same as those required by
the debt. These payments are made by the third-party directly to an independent trustee, who is appointed to service and
administer the arrangement. The Authority assumes no responsibility for repayment of this debt beyond the resources provided
by the underlying leases or mortgage loans.

As of December 31, 2007, there was one series of Charter School Project Bonds outstanding, issued for the LEAP
Academy Charter School, Inc. The corresponding aggregate principal totaling $8,500 is treated strictly as conduit debt
obligations under Interpretation No. 2 of the Governmental Accounting Standards Board (GASB) and accordingly is not
included in the financial statements. The following schedule details the series together with the amount outstanding:

Issue Issued Beginning Ending
Issue Date Amount Balance Issued Paid Balance
Charter School Project
Bonds, Series 2003 09/01/03 $ 8,500 $ 8,500 - - $ 8,500

15. GOVERNMENT CONTRIBUTIONS FOR CAPITAL IMPROVEMENTS, ADDITIONS
AND OTHER PROJECTS

The Authority receives contributions in aid for financing capital improvements to the rapid transit system from the Federal
Transit Administration and New Jersey Transit. Capital improvement grant funds of $10,024 and $12,076 were received in
2007 and 2006, respectfully. The Authority receives federal and state grants for specific construction purposes that are subject
to review and audit by the grantor agencies. Although such audits could result in disallowances under terms of the grants, it is
the opinion of management that any required reimbursements will not be material to the Authority’s net assets.

16. CONTINGENCIES

Public liability claim exposures are self-insured by the Authority within its retention limit of $5 million per occurrence; after
which, exists $20 million of excess liability insurance per occurrence to respond to any large losses exceeding the retention.
The Authority, excluding PATCO, self-insures the initial $1 million, per occurrence, for workers’ compensation claims, after
which $5 million of excess workers® compensation insurance is retained to respond to significant claims. PATCO is
completely self-insured for workers” compensation claims.

The Authority is involved in various actions arising in the ordinary course of business and from workers’
compensation claims. In the opinion of management, the ultimate outcome of these actions will not have a material adverse
effect on the Authority’s combined financial position and combined results of operations.
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The Authority reviews annually and where appropriate adjusts policy loss limits and deductibles as recommended by
our insurance consultants in response to prevailing market conditions, loss experience, and revenues. Policy loss limits are
established with the professional assistance of independent insurance and engineering consultants to ensure that sufficient
coverage exists to accommodate the maximum probable loss that may result in the ordinary course of business. In addition, the
amounts of settlements for the last three years have not exceeded the insurance coverage provided in those years.

Self-insurance

2007 2006
Beginning balance $ 5,187 $ 5,503
Incurred claims 1,538 2,783
Payment of claims (2,129) (3,019)
Other - Recoveries and Adjustments 165 (80)
Ending balance $ 4,761 $ 5,187

17. COMMITMENTS

A. Development Projects - In accordance with the economic development powers and responsibilities granted to the Authority
by its amended compact, the Board of Commissioners authorized the Authority to participate in the funding of certain projects
or activities of various organizations in support of regional economic development. The funding of these projects is provided
through loans, grants or other means. The Authority formalizes its participation with these organizations by written agreement,
and may retain a legal or equitable interest in certain projects. The Authority has established a loss reserve in the amount of
$1,345 for its economic development loans outstanding.

In support of various economic development projects, the Authority has entered into loan guarantees with various
banks to complete the financing aspects of a particular project. The Authority’s Board has authorized loan guarantees in an
amount not to exceed $27.0 million. As of December 31, 2007, the Authority has executed loan guarantees with various banks,
totaling $25.0 million. The guarantees remain in force, and as a result, the Authority has made no cash outlays relating to these
guarantees.

B. Leases - The Authority currently leases certain subway properties from the City of Philadelphia (City) for use by the
PATCO high-speed transit system. During 1995, the Authority and City agreed to amend and extend the lease agreement,
which will now expire on December 21, 2050. For the lease years 1998 through 2000, the Authority was required to pay
$1,000 in base rent to the City and $6,000 annually in Special Economic and Community Development Grants (SECD Grants)
to the City. In 2007, the base rent payable to the City totaled $2,806 as adjusted for the cumulative increases in the Consumer
Price Index (CPI) between 1996 and 2006. Base rent payments for 2008 through 2017 shall equal the previous year’s base rent
adjusted by any increase in the CPI for that year. For the years 2018 through 2050, annual base rent shall equal one dollar. No
SECD Grants are payable to the City for the lease years 2001 through 2050.

In addition, for the duration of the lease the Authority is required to annually create a PATCO Community Impact
Fund in the amount of $500, with payment of such fund to be divided annually between communities within the
Commonwealth and the State, based on PATCO track miles in the respective states. The significant minimum lease
commitments, based on current operations and including future adjustments for CPI, are as follows:

Year Amount

2008 $ 3,380
2009 3,495
2010 3,615
2011 3,739
2012 3,869

C. Americans with Disabilities Act (ADA) - In July 1990, the ADA was enacted to ensure that persons with disabilities have
access to public accommodations. The Authority has made all key transit system stations accessible and is in compliance with
the significant provisions of the law. Under a separate voluntary compliance agreement with the Federal Transit
Administration, the Authority brought the transit public address system into full compliance at year-end 1999.
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D. Letters of Credit - In May 2004, the Authority entered into two separate irrevocable standby Letter of Credits with
Commerce Bank and Wachovia Bank in support of the Authority's "Owner Controlled Insurance Program (OCIP)." Under this
program, the Authority purchased coverage for all contractors working on major construction projects.

The Letter of Credit with Commerce Bank is for a four-year term in the amount of $2,200 with an expiration date of
May 7, 2008. The Letter of Credit with Wachovia Bank was in an initial amount of $1,250 and automatically increases

annually each May in the amount of $1,250 until its expiry on May 7, 2008.

As of December 31, 2007, the unused amount of the Letter of Credits totaled $7,200. No draw downs have been
made against any Letter of Credit. (Subsequent to this date, in May, the Authority entered into two new irrevocable standby

letters of credit totaling $8.02 million in support of its newly approved four year program.)

E. Contractual Commitments - As of December 31, 2007, the Authority had contractual commitments as follows (in

thousands):

Benjamin Franklin Bridge:
Anchorage door replacement

Part time & temporary toll collectors

Financial and audit services
Upgrade of SATS system

Engineering services - task orders

Other
Walt Whitman Bridge:
Bridge inspection

Deck condition assessment and design

Cable investigation
Commodore Barry Bridge:
Bridge inspection
Betsy Ross Bridge:
Bridge inspection
PATCO Transit System:

PATCO interlocking & roadbed rehabilitation

Fare collection system

Power cable and pole line replacement

Design services - car overhaul
Embankment restoration
Other

Other:

Delaware River tram & riverfront development

Port enhancement projects

Cruise terminal and ferry operations

18. DISCONTINUED OPERATIONS

Total

$1,658
3,074
215
230
1,217
3,461

11
3,909
12

194
98

311
2,896
1,015
8,286
1,034
3,793

10,076
109

106

$41,705

During 2006, PPC was responsible for the operation of the AmeriPort intermodal transfer facility. The facility was operated by
a trucking warehouse and intermodal operating company under a contract with the Authority. The Authority discontinued
operations at its AmeriPort facility in June 2006 due to the anticipated completion and opening of a new intermodal facility by

Norfolk Southern at the Philadelphia Navy Yard.
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FINANCIAL SECTION

The following represents the reported loss, as of December 31, 2006, of $4,971 on the disposal of the AmeriPort intermodal
transfer facility:

Revenues:
Interest earnings $ 99
Interest on loans 464
Facility charges 1,139
Other 10
1,712
Operating expenses (1,009)
Operating income $ 703
Loss from disposal of capital assets (5,674)
Total loss on disposal of AmeriPort $ (4,971)
19. RECLASSIFICATIONS IN PRESENTATION OF COMPARATIVE STATEMENTS

In the combined financial statements for the year ended December 31, 2006, the Authority reclassified certain amounts reported
in 2006 among assets and liabilities. The reclassifications are immaterial to the combined financial statements and had no
impact on the total amount, or amounts of the individual components, of net assets.

20. SUBSEQUENT EVENTS

Postponement of Issuance of 2007 Port District Project Refunding Bonds/Interest Rate Swap Commencement — In
December 2007, the Authority anticipated refunding its 1999 Port District Project Bonds Series B with a variable interest
rate issue of approximately $66.0 million. A preliminary official statement (POS) was issued in mid-December after credit
ratings for the proposed offering were issued by Moody’s Investors Service, Inc. and by Standard & Poor’s Inc.
Subsequent to the release of the POS, the Authority postponed the refunding issue due to the unfavorable conditions in the
tax exempt bond markets and in early January, it filed a “Municipal Secondary Market Disclosure” notice with the
NRMSIRs. The Authority continues to monitor market conditions, however, at this time, no further action has been taken
with regards to the refunding of the 1999 Port District Project Bonds.

On January 1, 2008, the 1998 Port District Project Bonds, Series B Swaption, which was exercised by Lehman
Brothers on August 30, 2007, commenced with Lehman Brothers making a swap exercise premium payment to the Authority
in the amount of $656. On February 1, the Authority made its initial net monthly interest payment to Lehman Brothers and has
made all subsequent payments required during 2008.

Authority Purchase of its 2007 Revenue Refunding Bonds in ARS Mode - As a result of dislocations in the auction rate
securities market, more specifically, problems associated with ratings downgrades of municipal bond insurers, interest rates on
the Authority’s variable rate debt in the form of auction rate securities issued in October 2007 (2007 Bonds™) have been
significantly higher than anticipated by the Authority when the 2007 Bonds were issued. On March 14, 2008, the United States
Securities and Exchange Commission (“SEC”) issued a letter addressing auction rate securities, providing guidance with
respect to issuers contemplating the purchase of their auction rate bonds (“SEC Letter”), and on March 25, 2008, the United
States Department of Treasury, Internal Revenue Service (“IRS”) issued an administrative and procedural notice (“IRS
Notice™) relating to auction rate bonds purchased by issuers thereof. In May 2008, the Authority began bidding on and
purchasing subseries (or portions thereof) of the 2007 Bonds at selected weekly auctions. The Authority has contracted with
Digital Assurance Certification (DAC) to disseminate disclosures as to such bidding and purchasing, including posting of these
disclosures on its dachond.com website.

Issuance of 2008 Revenue Refunding Bonds - As noted in the Letter of Transmittal and in the preceding section, due to
dislocations in the auction rate securities market, the Authority anticipates issuing its Revenue Refunding Bonds, Series A and
B of 2008 (‘2008 Bonds™) to currently refund the 2007 Bonds outstanding in the principal amount of $358.2 million. This
refunding bond issue was authorized by the Authority’s Board at its February 20, 2008 meeting. The 2008 Bonds, if issued, are
expected to be issued as variable rate demand obligations, secured by direct pay letters of credit. The 2008 Bonds are
anticipated to be issued, in whole or in part, in July of 2008.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS FOR HEALTH BENEFITS PLAN

(In thousands)

Actuarial
Accrued
Liability
Actuarial (AAL) - Unfunded
Actuarial Value of Projected AAL
Valuation Assets Unit Credit (UAAL)
Date @ () (b-a)
01/01/07 - $ 146,638 $ 146,638

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION:

Other Postemployment Benefits

The information presented in the required supplementary schedule was determined as part of the actuarial valuation at the date

Funded
Ratio
(arb)

indicated. Additional information as of the latest actuarial valuation is as follows:

Valuation Date

Actuarial Cost Method

Amortization Method

Remaining Amortization Period

Asset Valuation Method

Actuarial Assumptions:
Discount Rate

Rate of Salary Increases
Rate of Medical and Prescription Inflation

January 1, 2007

Covered
Payroll

@

$ 53,695

Projected Unit Credit

FINANCIAL SECTION

UAAL asa

Percentage

of Covered
Payroll
[(b-a)/c

273.1%

Level dollar amount using open 30-year period

30 years

Market Value

5%
4%

10% grading to 5% in 2013 and later

For determining the annual required contribution (ARC), the rate of employer contributions to the Plan is composed of the

normal cost plus amortization of the unfunded actuarial accrued liability (UAAL), multiplied by the sum of 1 plus the discount

rate, or 1.05. The normal cost is a portion of the actuarial present value of plan benefits and expenses which is allocated
to a valuation year by the actuarial cost method. The actuarial accrued liability (AAL) is that portion of the present value of
projected benefits that will not be paid by future employer normal costs. The difference between this liability and the funds

accumulated as of the same date is the unfunded actuarial liability (UAL).
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