














Financial Section

H. Maintenance and Repainting - Maintenance and repair costs considered necessary to maintain bridge facilities in
good operating condition are charged to operations as incurred. The Authority uses accrual accounting to record the projected
cost of bridge repainting (a non-cash charge that involves debiting an expense and crediting an associated liability). Amounts
sufficient to meet the estimated cost to repaint the bridges are provided by periodic charges to operations.

1. Other Provisions - The Authority provides for the uninsured portion of potential public liability claims and
workers” compensation claims through self-insurance programs and charges current operations for estimated claims to be paid
(Note 16).

J. Economic Development Activities - The Authority establishes loan loss provisions for economic development loans
receivable.

K. Net Assets - Net assets comprise the various earnings from operating income, nonoperating revenues, expenses,
and capital contributions. Net assets are classified in the following three components:

Invested in Capital Assets, Net of Related Debt - This component of net assets consists of capital assets, net of
accumulated depreciation, reduced, by the outstanding balances of any bonds, notes or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets. If there are significant unspent related debt proceeds at year-end,
the portion of the debt attributable to the unspent proceeds is not included in the calculation of invested in capital assets, net of
related debt. Rather, that portion of the debt is included in the same net assets component as the unspent proceeds.

Restricted - This component of net assets consists of external constraints imposed by creditors (such as debt
covenants), grantors, contributors, laws or regulations of other governments, or constraints imposed by law through
constitutional provisions or enabling legislation, that restricts the use of net assets.

Unrestricted Net Assets - This component of net assets consists of net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.” This component includes net assets that may be allocated for
specific purposes by the Board.

L. Operating and Nonoperating Revenues and Expenses - Operating revenues include all revenues derived from
facility charges (i.e., toll revenues, which include E-ZPass revenues), PATCO operations (passenger fare, advertising and
parking), and other revenue sources. Nonoperating revenues principally consist of interest income earned on various interest-
bearing accounts and on investments in debt securities.

Operating expenses include expenses associated with the operation, maintenance and repair of the bridges, PATCO,
PPC operations, and general administrative expenses. Nonoperating expenses principally include expenses attributable to the
Authority’s interest on funded debt and economic development activities.

When both restricted and unrestricted resources are available for use, it is the Authority’s policy to use restricted
resources first, then unrestricted resources as they are needed.

M. Debt Management - Total outstanding bond debt reflected on the balance sheet is net of unamortized bond
discounts, premiums, and loss on defeasance (Note 12). The Authority presently has two interest rate hedge (swap) agreements
with the Bank of America, N.A. and three interest rate hedge (swap) agreements with UBS AG (Paine Webber) to hedge
interest rates on a portion of its outstanding long-term debt. Other than the net upfront option and exercise payments resulting
from these agreements, which have been recorded as deferred revenue, no amounts are recorded in the financial statements
(Note 4).

N. Budget - In accordance with Section 5.15 of the 1998 Revenue Refunding Bonds Indenture of Trust and Section
5.07 of the 1998, 1999 and 2001 Port District Project Bond Indentures of Trust, the Authority must annually adopt an Annual
Budget on or before December 31 for the ensuing year. Section 5.15 of the 1998 Revenue Bond Indenture of Trust requires
that the Authority, on or before December 31, in each fiscal year, adopt a final budget for the ensuing fiscal year of (i)
operational expenses, (ii) the PATCO Subsidy, (iii) the amount to be deposited to the credit of the Maintenance Reserve Fund,
and (iv) the estimated amounts to be deposited into the Debt Service Fund, the Debt Service Reserve Fund, and the Rebate
Fund. Each Annual Budget must also contain the Authority’s projections of revenues for the ensuing fiscal year demonstrating
compliance with the covenant as to facility charges as set forth in Section 5.09 of the Indentures of Trust. On or before
December 31 in each fiscal year, the Authority must file a copy of the Annual Budget for the ensuing fiscal year with the
Trustees.

The Port District Project Bond Indentures require the following: the adopted budget must set forth, inter alia, the
PATCO Subsidiary, the amount of any operating subsidy paid or payable by the Authority to or for the account of any other
subsidiary of the Authority (including, without limitation, the Port of Philadelphia and Camden) and all other material
operating expenses of the Authority payable from the General Fund. The Authority must also include the debt service payable
on the Bonds and any Additional Subordinated Indebtedness during the ensuing fiscal year and all amounts required to be paid
by the Authority into the Debt Service Reserve Fund or the Rebate Fund or to any Reserve Fund Credit Facility Issuer during
the ensuing fiscal year. On or before December 31, in each fiscal year, the Authority must file a copy of the Annual Budget for
the ensuing fiscal year with the Trustees and Credit Facility Issuer.

The Authority may at any time adopt an amended or supplemental Annual Budget for the remainder of the then-
current fiscal year, which shall be treated as the Annual Budget under the provisions of the Indentures of Trust. A copy of any
amended or supplemental Annual Budget must be promptly filed with the Trustee.
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Financial Section

O. Interfunds - Interfund receivables / payables represent amounts that are owed, other than charges for goods and
services rendered, to / from a particular fund. These receivables / payables are eliminated during the aggregation process.

P. Use of Estimates - Management of the Authority has made certain estimates and assumptions relating to the
reporting of assets, liabilities and revenues and expenses to prepare these financial statements in conformity with accounting
principles generally accepted in the United States of America. Actual results may differ from those estimates.

Q. Income Taxes - The Authority is a public corporate instrumentality of the State of New Jersey and the
Commonwealth of Pennsylvania, and as described in its amended governing Compact, has been “deemed to be exercising an
essential government function in effectuating such purposes,” and therefore is exempt from income taxes pursuant to the
Internal Revenue Code (Section 115).

2. CASH AND CASH EQUIVALENTS

Custodial Credit Risk Related to Deposits - Custodial credit risk is the risk that, in the event of a bank failure, the Authority’s
deposits might not be recovered. The Authority does not have a deposit policy for custodial credit risk. As of December 31,
2008 and December 31, 2007, the Authority’s bank balances of $13,417 and $9,487 respectively, were exposed to custodial
credit risk as follows:

2008 2007

Uninsured and uncollateralized $ 11,750 $ 7,497

3. INVESTMENT IN SECURITIES

The Authority’s investments in various securities are maintained for specified funds in accordance with the provisions of the
Indenture of Trust adopted as of July 1, 1998.

Custodial Credit Risk Related to Investments - For an investment, custodial credit risk is the risk that, in the event of
the failure of the counterparty, the Authority will not be able to recover the value of its investments or collateral securities that
are in possession of an outside party. Of the Authority’s total $480,243 of investments at December 31, 2008, $58,000 of
investments in asset backed securities, collateralized mortgage obligations, commercial paper, corporate bonds and notes, fixed-
rate capital securities, mortgage pass-through securities, municipal bonds, repurchase agreements, U.S. federal agency notes
and bonds, and U.S. government treasuries, are uninsured, not registered in the name of the Authority, and held by the
counterparty, and $96,419 are uninsured, not registered in the name of the Authority, and held by the counterparty's trust
department or agent but not in the Authority's name.

As of December 31, 2008, the Authority had the following investments:

48

Amortized
Investment Maturities Cost
Asset backed securities 173.17 months average $ 3,359
Collateralized mortgage obligations 234.62 months average 416
Commercial paper 6.33 months average 75,216
Corporate bonds and notes 33.34 months average 23,958
Fixed-rate capital securities .03 months average 525
Mortgage pass-through securities 290.49 months average 8,350
Municipal bonds 497.37 months average 1,900
Mutual bond funds not applicable 87,888
Repurchase agreements daily 2,829
Short-term investments 1.91 months average 200,286
U.S. federal agency notes and bonds 27.89 months average 37,166
U.S. government treasuries 33.61 months average 38,350
Total $ 480,243
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The short-term investments listed above consist of cash reserve funds, money market funds, and certificates of deposit. Since it
is the policy of the Authority to utilize these funds for the purchase of investments with longer maturities, these amounts have
been classified as investments as opposed to cash and cash equivalents.

Interest Rate Risk - The Authority’s policy that limits investment maturities as a means of managing its exposure to
fair-value losses arising from increasing interest rates is as follows: the average effective duration of the portfolio is not to
exceed twenty-four months, and the maximum effective duration of any individual security is not to exceed five years, unless
otherwise specified.

Credit Risk - Investments are purchased in accordance with the 1998, 1999, and 2008 Indentures of Trust, and
generally include U.S. government obligations, money market funds, obligations of U.S. agencies or instrumentalities, and
obligations of public agencies or municipalities rated in either of the two highest rating categories by Standard & Poor’s
Corporation or Moody’s Investors Services. In accordance with the 1998, 1999, and 2008 Indentures of Trust, the Authority
invests in corporate bonds and commercial paper rated A-1 by Standard and Poor’s Corporation. Guaranteed Income Contracts
are collateralized by U.S. government and agency securities, and debt obligations having a rating in the highest rating category
from Moody’s Investors Service or Standard and Poor’s Rating Services.

As of December 31, 2008, the Authority’s investments had the following ratings:

Investment Standard & Poor's Moody's
Asset backed securities * *
Collateralized mortgage obligations *t0o AAA *1t0 Aaa
Commercial paper * *
Corporate bonds and notes BBB to AAA Baal to Aaa
Fixed-rate capital securities AAA Aaa
Mortgage pass-through securities * *
Municipal bonds * Al
Mutual bond funds * Al
U.S. federal agency notes and bonds *t0 AAA *to Aaa
U.S. government treasuries *to AAA *to Aaa
*

Repurchase agreements
Short-term investments

* investment not rated or no rating available.

Concentration of Credit Risk - The Authority’s policy on the concentration of credit risk states that no limitations exist on the
purchase of investments in obligations of the U.S. government and U.S. federal agencies since they are fully guaranteed by the
U.S. government. For the purchase of investments in obligations of all other issuers, total investments held from any one issuer
shall not exceed ten percent (10%) of the aggregate market value of the entire portfolio, except for repurchase agreements,
which, from any one issuer, shall not exceed twenty-five percent (25%) of the aggregate market value of the portfolio. As of
December 31, 2008, more than five percent (5%), or $51,575, of the Authority’s investments is in UBS Financial, Inc.
commercial paper. These investments represent eleven percent (11%) of the Authority’s total investments.

4. DERIVATIVE INSTRUMENTS

Objective of the Derivatives - During 2000 and 2001, the Authority entered into seven interest rate hedge (swap) agreements
that provided the Authority with net up-front payments totaling $44,642. In accordance with the 2000 Swaptions, the
counterparty has the option to make the Authority enter into a pay-variable / receive fixed interest rate swap. In accordance
with the 2001 Swaptions, the counterparty has the option to make the Authority enter into a pay-fixed / receive variable interest
rate swap.

One option with Lehman Brothers Financial Products Inc. (“Lehman Brothers”), with a notional amount $50,000, was
terminated in 2002. A second swap agreement with Lehman Brothers, the 1998 Port District Project Bonds, Series B
Swaption, with a notional amount of $66,065, was exercised by Lehman in January 2008. It was subsequently terminated in
December 2008, when the Authority made a net termination payment of $13,286 to Lehman Brothers.

As of December 31, 2008, only the 1995 Revenue Bonds swaption, mentioned below, has been exercised by UBS
AG, the counterparty.
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Significant Terms of the Derivatives - The five (5) remaining interest rate hedge agreements and the one (1) recently
terminated Lehman Brothers swap agreement are described as follows. As set forth below, all of the interest rate hedge
agreements at year-end 2008 had negative value to the Authority, meaning that if such agreements were terminated as of such
date and no substitute counterparty could be found to replace the existing counterparty, the Authority would have to pay the
amounts shown in parentheses.

2000 Swaptions - On August 21, 2000, the Authority entered into two (2) interest rate hedge agreements with Bank of America
N.A. in the notional amounts of $39,657 (the “2000 Swaption #1”°) and $10,436 (the <2000 Swaption #2”, and together with the
2000 Swaption #1, the 2000 Swaptions”). Under the 2000 Swaptions, Bank of America N.A. has the option on certain future
dates (two business days preceding July 1, 2005 and each January 1 and July 1 thereafter through and including July 1, 2025
with respect to the 2000 Swaption #1 and two business days preceding January 2, 2006 and each July 1 and January 1 thereafter
through and including July 1, 2025 with respect to the 2000 Swaption #2) to cause the 2000 Swaption #1 or the 2000 Swaption
#2, as applicable, to commence on the next succeeding January 1 or July 1. Neither option relating to the 2000 Swaptions has
been exercised by Bank of America N.A. If an option is exercised, the 2000 Swaption #1 or the 2000 Swaption #2, as
applicable, would continue (unless earlier terminated) through January 1, 2026. The Authority's obligations under the 2000
Swaptions are general unsecured corporate obligations.

If the options relating to the 2000 Swaption #1 or the 2000 Swaption #2 are exercised by Bank of America N.A.,
Bank of America N.A. is obligated to pay periodic interest payments (payable monthly) to the Authority based upon a fixed
rate of 5.9229% per annum and the Authority is obligated to pay periodic interest payments (payable monthly) to Bank of
America N.A. at a variable rate based upon the BMA Municipal Swap Index (a tax-exempt variable rate index). Only the net
difference in the periodic payments owed would be exchanged between Bank of America N.A and the Authority.

As of December 31, 2008, Swaption # 1 had a fair value of ($1,114) and Swaption #2 had a fair value of ($293). (For
the method of valuation, see “Fair Value”, Note 4).

In consideration for entering into the 2000 Swaptions, the Authority received net up-front, non-refundable option
payments in the aggregate amount of $1,125 from Bank of America N.A., which have been recorded as deferred revenue and
are being amortized.

2001 Swaptions

1995 Revenue Bonds Swap - On May 2, 2001, the Authority entered into the 1995 Revenue Bonds Swap with UBS AG in the
notional amount of $358,215. Under the 1995 Revenue Bonds Swap, (i) UBS AG was obligated to pay to the Authority $7,144
on January 1, 2006 as an exercise premium amount, (ii) UBS AG 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 (iii) the Authority is obligated to pay
periodic payments (payable monthly) to UBS AG based upon a fixed rate of 5.447% per annum. The periodic interest rates are
applied to the notional amount of the 1995 Revenue Bonds Swap which amortizes annually from its initial notional amount.
Only the net difference in the periodic payments is to be exchanged between the Authority and UBS AG.

The periodic payment obligations of the Authority under the 1995 Revenue Bonds Swap are secured and payable
equally and ratably with Bonds issued under the 1998 Revenue Bond Indenture. Regularly scheduled periodic payments to be
made by the Authority under the 1995 Revenue Bonds Swap are insured by Ambac Assurance. In addition to other Events of
Default and Termination Events (as defined in the 1995 Revenue Bond Swap), there exists an Additional Termination Event
with respect to the Authority if the credit rating of Bonds issued under the 1998 Revenue Bond Indenture (without reference to
municipal bond insurance or credit enhancement) falls below “Baa3” with respect to Moody’s Investors Service (“Moody’s”)
or “BBB-" with respect to Standard & Poor’s Ratings Group (“S&P”) or Fitch Ratings (“Fitch™), or the Bonds cease to be rated
by one of Moody's, S&P or Fitch (and such rating agencies are still in the business of rating obligations such as the Bonds).
However, as provided in the 1995 Revenue Bond Swap, 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.

As of December 31, 2008, the fair value of the 1995 Revenue Bond Swap was ($121,559). (For the method of
valuation, see “Fair Value”, Note 4).

In consideration for entering into the 1995 Revenue Bonds Swap, the Authority received a net up-front, non-
refundable option payment in the amount of $18,401 from UBS AG, which has been recorded as deferred revenue and is being
amortized.

On September 3, 2005, UBS advised the Authority that it was exercising its option on this swap as of January 1, 2006.
As a result, UBS AG paid the Authority $7,144 on January 3, 2006 as an exercise premium. On February 1, 2006, the first
monthly net swap payment, for the period January 3 thru January 31%, was made to UBS AG in the amount of $694. The
Authority is current on all of its net swap payments payable to UBS, which totaled $12,634 for the year 2008.
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1999 Revenue Bonds Swaption - On May 2, 2001, the Authority entered into an interest rate hedge agreement with UBS AG in
the initial notional amount of $403,035 (the “1999 Revenue Bonds Swaption”). Under the 1999 Revenue Bonds Swaption,
UBS AG has the option, exercisable 120 days preceding January 1, 2010, January 1, 2011, and January 1, 2012, to elect to have
the 1999 Revenue Bonds Swaption commence on the January 1 next succeeding the exercise of the option. Under the 1999
Revenue Bonds Swaption, if exercised, (i) UBS AG 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 UBS AG based upon a fixed rate of 5.738% per annum. The periodic interest rates are applied to the
notional amount of the 1999 Revenue Bonds Swaption which amortizes annually commencing January 1, 2011 from its initial
notional amount. Only the net difference in the periodic payments is to be exchanged between the Authority and UBS AG.

If exercised, the 1999 Revenue Bonds Swaption would continue (unless earlier terminated) through January 1, 2026.
The periodic payment obligations of the Authority under the 1999 Revenue Bonds Swaption (if exercised) are secured and
payable equally and ratably with Bonds issued under the 1998 Revenue Bond Indenture. Regularly scheduled periodic
payments to be made by the Authority under the 1999 Revenue Bonds Swaption are insured by Ambac Assurance. In addition
to other Events of Default and Termination Events (as defined in the 1999 Revenue Bonds 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 (without reference to municipal bond insurance or credit enhancement) falls below “Baa3” with respect to Moody’s
or “BBB-" with respect to S&P or Fitch or the Bonds cease to be rated by one of Moody's, S&P or Fitch (and such rating
agencies are still in the business of rating obligations such as the Bonds). However, as provided in the 1999 Revenue Bond
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.

As of December 31, 2008, the fair value of the 1999 Revenue Bond Swaption was ($129,909). (For the method of
valuation, see “Fair Value”, Note 4).

In consideration for entering into the 1999 Revenue Bonds Swaption, the Authority received a net up-front, non-
refundable option payment in the amount of $16,478 from UBS AG, which has been recorded as deferred revenue and is being
amortized.

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

1999 Port District Project Bonds, Series B Swaption - On May 2, 2001, the Authority entered into an interest rate hedge
agreement with UBS AG with respect to the Authority's Port District Project Bonds, Series B of 1999 in the initial notional
amount of $108,470 (the “1999 Port District Project Bonds Swaption”). Under the 1999 Port District Project Bonds Swaption,
UBS AG has the option, exercisable 120 days preceding January 1, 2010, January 1, 2011, and January 1, 2012, to elect to have
the 1999 Port District Project Bonds Swaption commence on the January 1 next succeeding the exercise of the option. Under
the 1999 Port District Project Bonds Swaption, if exercised, (i) UBS AG 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 UBS AG based upon a fixed rate of 5.595% per annum. The periodic interest
rates are applied to the notional amount of the 1999 Port District Project Bonds Swaption which amortizes annually from its
initial notional amount commencing January 1, 2011. Only the net difference in the periodic payments is to be exchanged
between the Authority and UBS AG.

If exercised, the 1999 Port District Project Bonds Swaption would continue (unless earlier terminated) through
January 1, 2026. The Authority's obligations under the 1999 Port District Project Bonds Swaption are unsecured general
corporate obligations. Regularly scheduled periodic payments to be made by the Authority under the 1999 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 Revenue Bonds 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 1999 Port District Project Bond
Indenture (hereinafter defined) under which the 1999 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 1999 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 1999
Port District Project Bond Indenture). However, as provided in the 1999 Revenue 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 1999 Port District Project Bonds are currently rated Baa3 and BBB- by Moody’s and S&P,
respectively.

As of December 31, 2008, the fair value of the 1999 Port District Project Bonds Swaption was ($44,953). (For the
method of valuation, see “Fair Value”, Note 4).
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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(terminated 12/08) - On November 15, 2001, the Authority entered into
an interest rate hedge agreement with Lehman Brothers 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, Lehman Brothers 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) Lehman Brothers is obligated to pay the Authority $656 (if the option is exercised on January 1,
2008), (ii) Lehman Brothers 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
Lehman Brothers 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 Lehman Brothers.

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 1998 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. As a result, Lehman Brothers paid the Authority $656 on January 1, 2008 as an exercise premium, which has
been recorded as deferred revenue and is being amortized. On February 1, 2008, the first monthly net swap payment, for the
period January 1% thru January 31%, was made to Lehman Brothers in the amount of $97. The Authority was current on all of
its net swap payments payable to Lehman Brothers through December 1, 2008 when it made its last monthly net payment on
the swap. Total net swap payments were $1,748 for the period ending December 31, 2008.

On December 3, 2008 the DRPA exercised its right to enter into an early termination agreement with Lehman
Brothers due to an Event of Default as defined in the 1998 Port District Project Bond Swaption (specifically the Lehman
Brothers Financial Products Inc. bankruptcy filing). A net cash settlement in the amount of $13,286 was transferred to Lehman
Brothers, which officially terminated and removed the swaption from the Authority’s books.

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.
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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).

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.

58 ACCOUNTS RECEIVABLE AND TOLL REVENUES

Accounts receivable for December 31, 2008 and December 31, 2007 are as follows:

2008 2007

Reimbursements from governmental agencies - capital

improvements to the PATCO system due from the

Federal Transit Administration and New Jersey Transit $ 2,594 $ 1,835
Other intergovernmental 3,500 3,500
Cruise terminal receivables 122 15
Development projects 4 4
Other 6,262 2,300
Gross receivables 12,482 7,654
Less: Allowance for uncollectibles (1,500) (1,500)
Net total receivables $ 10,982 $ 6,154

Of the total 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 2008 were $213,390,
while adjustments for uncollectible tolls and commuter credits were $742 and $3,792, respectively.
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6. CHANGES IN LONG-TERM LIABILITIES

Long-term liability activity for the year ended December 31, 2008 is as follows:

Beginning Ending Due within
Balance Increases Decreases Balance 1 Year
Bonds and loans payable:
1998 Revenue Refunding Bonds $ 49,100 $ (2169) $ 27,405 $ 22,795
1999 Revenue Bonds 422,310 422,310
1998 Port District Project Bonds 67,900 (2,255) 65,645 2,365
1999 Port District Project Bonds 154,970 (2,215) 152,755 2,380
2001 Port District Project Bonds 138,445 (6,065) 132,380 6,370
2007 Revenue Refunding Bonds 358,195 (358,195)
2008 Revenue Refunding Bonds $ 358,175 358,175 20
Less issuance discounts / premiums
and loss on defeasance (10,018) (9,564) 8,447 (11,135)
Total bonds payable 1,180,902 348,611 (381,978) 1,147,535 33,930
Other liabilities:
Bridge repainting 51,518 4,364 55,882
Self-insurance 4,761 3,975 (3,650) 5,086
Sick and vacation leave 4,464 210 (84) 4,590 3,442
Deferred revenue 8,664 656 (382) 8,938 2,562
Other (OPEB unfunded liability) 9,844 9,845 19,689
Total long-term liabilities $ 1,260,153 $ 367,661 $ (386,094) $ 1241720 $ 39,934

7. INVESTMENT IN FACILITIES

Capital assets for the period ending December 31, 2008 were as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 76,325 $ 76,325
Construction in progress 57,107 $ 58,464 $  (34,015) 81,556
Total capital assets not being depreciated 133,432 58,464 (34,015) 157,881
Capital assets being depreciated:
Bridges and related building and equipment 989,248 2,858 (2,628) 989,478
Transit property and equipment 373,899 26,466 (1,226) 399,139
Port enhancements 23,618 3,944 (342) 27,220
Total capital assets being depreciated 1,386,765 33,268 (4,196) 1,415,837
Less accumulated depreciation for:
Bridges and related building and equipment (330,521) (29,958) 2,629 (357,850)
Transit property and equipment (146,077) (13,634) 1,226 (158,485)
Port enhancements (9,923) (1,894) 341 (11,476)
Total accumulated depreciation (486,521) (45,486) 4,196 (527,811)
Total capital assets being depreciated, net 900,244 (12,218) - 888,026
Total capital assets, net $ 1,033,676 $ 46,246 $  (34,015) $ 1,045,907

Total depreciation expense for the year ended December 31, 2008 was $45,486.
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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.

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 3.72%, 3.67%, and 3.17% of covered payroll in 2008, 2007, and 2006, respectively. In 2008, 2007,
and 2006, the Authority contributed $1,607, $1,507, and $1,302, 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). The PERS was established in 1955. The PERS provides retirement, death, and disability, and medical benefits to
qualified members. Vesting and benefit provisions are established by N.J.S.A. 43:15A and 43:3B.

Funding Policy - The contribution requirements of plan members are determined by State statute. In accordance with
Chapter 62, P.L. 1994, plan members enrolled in the Public Employees' Retirement System were required to contribute 5% of
their annual covered salary. Effective July 1, 2007, however, in accordance with Chapter 92, P.L. 2007 and Chapter 103, P.L.
2007, plan members are required to contribute 5.5% of their annual covered salary. For employees enrolled in the retirement
system prior to July 1, 2007, the increase is effective with the payroll period that begins immediately after July 1, 2007. The
State Treasurer has the right under the current law to make temporary reductions in member rates based on the existence of
surplus pension assets in the retirement system; however, the statute also requires the return to the normal rate when such
surplus pension assets no longer exist. 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. Beginning in 2008, the Authority was required to, and did, contribute an actuarially determined amount to the plan,
which equaled 5.09% of participating payroll.
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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.

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 2008, the Authority was required to and did contribute
the following amounts for PATCO employees: Twenty Dollars and Sixty Cents ($20.60) per day from January 1, 2008 through
May 31, 2008 and Twenty One Dollars ($21.00) from June 1, 2008 through December 31, 2008 per participating employee.
The Authority’s contributions totaled 8.45%, 7.78%, and 8.21% of covered payroll in 2008, 2007, and 2006, respectively. The
employees of the Authority make no contributions to the plan. The Authority contributed $1,025, $997, and $1,003 in 2008,
2007, and 2006, respectively.

10. POSTEMPLOYMENT HEALTHCARE PLAN

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 sixty-five (65) receive benefits through Amerihealth and eligible retirees sixty-five (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 the following amounts: $55 per month for retiree-only coverage
for the base plan, $110 per month for retiree/spouse (or retiree/child) coverage, and $165 per month for retiree/family (or
children) coverage to age sixty-five (65) for the base plan, and $55 per month, per retiree, per dependent for both the United
Health Group (in partnership with AARP) and Aetna coverages. An additional amount is required for those retirees, under age
sixty-five (65), who opt to participate in the “buy-up plan” for retirees 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 2008, 2007, and 2006 were $4,625, $4,626, and $3,986, respectively.

Future Retirees - In accordance with Statement No. 45 of the Governmental Accounting Standards Board, the
Authority is required to expense the annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with the parameters of Statement No. 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 (30) 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 stated above, the Authority has funded the cost of existing retirees in the
amount of $4,625, and in 2008, 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 20009.
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Annual OPEB Cost - For 2008, 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 2008 and 2007 is as follows:

Pay as You Net Percentage of
Year Annual Go Cost OPEB Annual OPEB
Ended OPEB Cost (Existing Retirees) Obligation Cost Contributed
2008 $ 14,470 $ 4,625 $ 19,689 32%
2007 14,470 4,626 9,844 32%

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 $53,695. (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 January 1, 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 five percent (5%) on future benefit costs;
compensation increases of four percent (4%) per year; a medical cost trend rate of ten percent (10%) per year, reduced by
decrements to an ultimate rate of five percent (5%) after ten years; turnover rate of twenty percent (20%) starting at age twenty
(20) decreasing to a rate of one tenth of a percent (.1%) to age sixty (60); retirement rate of five percent (5%) starting at age
fifty-five (55), increasing to ten percent (10%) for ages sixty (60) and sixty-one (61), fifteen (15%) for age sixty-two (62), five
percent (5%) for ages sixty-three (63) through sixty-four (64), and ten percent (10%) for age sixty (65); and lastly, eighty
percent (80%) of future retirees are assumed to have dependent coverage.
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11. INDENTURES OF TRUST

The Authority is subject to the provisions of the following Indentures of Trust: Revenue Refunding Bonds of 1998 with TD
Bank NA (as successor trustee to Commerce Bank NA), dated July 1,1998; and the Revenue Bonds of 1999 with TD Bank NA,
dated December 1, 1999, and the Revenue Refunding Bonds of 2008, with TD Bank as Trustee, dated July 25, 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 TD Bank NA, 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
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.

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 at least $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.
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12. FUNDED AND LONG-TERM DEBT

At December 31, 2008, the Authority had $1,147,535 in Revenue, Revenue Refunding, and Port District Project Bonds
outstanding, consisting of bonds issued in 1998, 1999, 2001, and 2008. 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 2008 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, Series B, serial bonds outstanding at December 31, 2008 are as follows:

Maturity Date Interest Principal

(January 1) Rate / Yield Amount
2009 5.25% $ 22,795
2010 5.25% 2,245
2011 5.25% 2,365
Total 1998 Refunding Bonds 27,405
Plus unamortized bond premium 1,398
Less unamortized loss on defeasance (1,892)
Total 1998 Refunding Bonds, net $ 26,911

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 Funds established under the 1998 Revenue Bond Indenture, except for
the 1998 General Fund and the 1998 Rebate Fund. With the defeasance of the Authority’s Revenue Bonds, Series of 1995 (the
“1995 Revenue Bonds”), the 1999 Revenue Bonds are now secured by a 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.
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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.

The 1998 Port District Project Bonds outstanding at December 31, 2008 are as follows:

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

2012 4.75% $ 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
19,135
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 65,645
Less unamortized bond discount (360)
Total 1998 Port District Project Bonds, net $ 65,285

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, 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.
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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.

The 1999 Revenue Bonds outstanding at December 31, 2008 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 (533)
Total 1999 Revenue Bonds, net $ 421,777

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.
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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.

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, 2008 are as follows:

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

Series A Bonds

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
13,795
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 152,755
Less unamortized bond discount (2,240)
Total 1999 Port District Project Bonds, net $ 150,515
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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, 2008 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)

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

$ 89,765

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 106,565

Plus unamortized bond premium 2,124

Total 2001 Series A Refunding Bonds, net $ 108,689
DRPA & 2008 ANNUAL REPORT 63

" A A 4 &8 &8 &8 &Yy &Yy &y &y &y &y &5y &y &5y &y &y &y &y &y &Ny 4



Financial Section

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

Series B Refunding Bonds

2016 500% $ 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

$ 21,555

Term Bonds

2024 5.20% $ 2,075 2025 520% $ 2,185

4,260

Total par value of Series B Bonds 25,815
Less unamortized bond discount (260)
Total 2001Series B Bonds, net 25,555
Total 2001Port District Project Bonds, net $ 134,244

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.

2008 Revenue Refunding Bonds - On July 25, 2008, the Authority issued $358,175 in variable rate Revenue Refunding Bonds.
The 2008 Refunding Revenue Bonds were issued to provide funds, together with other funds available: (a) to finance the
current refunding of $358,175 aggregate principal amount of the Authority’s Revenue Refunding Bonds, Series of 2007,
constituting all of the outstanding bonds of such series; and (b) to pay the costs of issuance of the 2008 Revenue Refunding
Bonds.

The 2008 Revenue Refunding Bonds were issued pursuant to the Compact, the New Jersey Act, the Pennsylvania Act (as such
terms are defined herein) and an Indenture of Trust dated as of July 1, 1998, by and between the Authority and TD Bank, N.A,
Cherry Hill, New Jersey, as successor to Commerce Bank, National Association (the "Trustee"), 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, a Fourth Supplemental Indenture dated as of October 1, 2007 and a
Fifth Supplemental Indenture dated as of July 15, 2008 (the "Fifth Supplemental Indenture™) (collectively, the "1998 Revenue
Bond Indenture™).

The 2008 Revenue Refunding Bonds, together with all other indebtedness outstanding under the 1998 Revenue Bond Indenture
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 Net Revenues described herein, (ii) all moneys, instruments and
securities at any time and from time to time held by the Authority or the Trustee in any Fund created or established under the
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1998 Revenue Bond Indenture and (iii) the proceeds of all the foregoing, except for the moneys, instruments and securities held
in the 1998 General Fund and the 1998 Rebate Fund. The 2008A Letter of Credit (as defined herein) secures only the 2008A
Revenue Refunding Bonds and the 2008B Letter of Credit (as defined herein) secures only the 2008B Revenue Refunding
Bonds.

The 2008 Revenue Refunding Bonds outstanding at December 31, 2008 are as follows:

Series A Series B
Maturity Date Interest Principal Maturity Date Interest Principal
(January 1) Rate / Yield Amount (January 1) Rate / Yield Amount
2026 Variable $ 169,660 2026 Variable $ 188,515
Total par value of 2008 Revenue Refunding Bonds 358,175
Less unamortized bond discount (9,372)
Total 2008 Revenue Refunding Bonds, net $ 348,803

Interest Rate Mode: Weekly
Rate Determination Date: Generally each Wednesday

Interest Payment Dates: First Business Day of each month

Optional Redemption - While in the Weekly Mode, the 2008 A Revenue Refunding Bonds are subject to optional redemption
by the Authority, in whole or in part, in Authorized Denominations on any Business Day, at redemption price equal to the
principal amount thereof, plus accrued interest, if any, to the Redemption Date. While in the Weekly Mode, the 2008B
Revenue Refunding Bonds are subject to optional redemption by the Authority, in whole or in part, in Authorized
Denominations on any Business Day, at a redemption price equal to the principal amount thereof, plus accrued interest, if any,
to the Redemption Date.

Sinking Fund Redemption - The 2008 Revenue Refunding Bonds are subject to mandatory redemption in part on January 1 of
each year and in the respective principal amounts set forth below at one hundred percent (100%) of the principal amount of
2008 Revenue Refunding Bonds to be redeemed, plus interest accrued to the Redemption Date, from funds which the Authority
covenants to deposit in the 2008A Bonds Sinking Fund Account created in the 1998 Debt Service Fund established pursuant to
1998 Revenue Bond Indenture, in amounts sufficient to redeem on January 1 of each year the principal amount of such 2008
Revenue Refunding Bonds for each of the years set forth below:
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Sinking Fund Installments

January 1 Series A Series B Total
2009 $ 10 $ 10 $ 20
2010 5,250 5,835 11,085
2011 51585 6,155 11,690
2012 7,115 7,910 5025
2013 7,505 8,340 15,845
2014 7,915 8,795 16,710
2015 8,345 9,275 17,620
2016 8,800 9,775 18,575
2017 9,280 10,310 19,590
2018 9,785 10,870 20,655
2019 10,315 11,465 21,780
2020 10,880 12,090 22,970
2021 11,475 12,745 24,220
2022 12,100 13,440 25,540
2023 12,755 14,175 26,930
2024 13,455 14,945 28,400
2025 14,185 15,760 29,945
2026 14,955 16,620 31,575

$169,660  $188,515 $358,175

The following recapitulates the principal and interest due on all bonds outstanding as of December 31, 2008:

Year Ending
December 31, Principal Interest Total
2009 $ 33,930 $ 46,637 $ 80,567
2010 40,445 47,373 87,818
2011 42,675 45,627 88,302
2012 45,225 43,810 89,035
2013 46,700 41,969 88,669
2014-2018 281,745 176,935 458,680
2019-2023 375,245 108,235 483,480
2024-2027 292,705 23,709 316,414
1,158,670 $ 534,295 $ 1,692,965
Net unamortized bond discounts,
premiums, and loss on defeasance (11,135)

$ 1,147,535

Interest on the 1995, 1998, 1999, and 2001 Bonds is payable semi-annually on January 1 and July 1 in each year.
Interest on the 2008 Revenue Refunding Bonds is payable monthly on the first business day of each month. 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, 2008 totaled $1,147,535, of which $33,930 is short term and
$1,113,605 is long term. The Authority is current on all of its monthly debt service payments on all obligations.

Debt Authorized but not Issued - On October 15, 2008, the Authority's Board approved the issuance of new revenue
bonds to fund a portion of the Authority's 5-year capital program. The Board authorized the issuance of these bonds, which are
supported by new toll revenues, in an amount "not-to-exceed" $510,000.

Also, at its December meeting, the Authority's Board approved a resolution authorizing the Authority to reimburse its General
Fund for capital expenditures made sixty (60) days prior to the Board's action date. Expenditures subsequent to December 10,
2008 are also eligible for reimbursement.
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Bond Ratings - Moody s Investors Service, Inc. Ratings - In September 2007, concurrent with the issuance of the
2007 Revenue Refunding Bonds, Moody’s affirmed the Authority’s existing underlying ratings on all revenue and port district
project bonds (which were A3 and Baa3, respectively) and assigned a rating of A3 to the 2007 Revenue Refunding Bonds. In
addition, Moody’s revised its outlook on the Authority’s bonds to “stable.”

Concurrent with its issuance of $358 million in Revenue Refunding Bonds on July 9, 2008, Moody’s assigned an A3
rating to the new issue, with a “stable outlook.” Moody’s also affirmed the A3 ratings on all outstanding revenue bond debt
issued under the 1998 Indenture, and its Baa3 ratings on all existing port district project bonds.

As of December 31, 2008, the Authority’s underlying revenue bonds ratings remained at A3, while its port district
project bonds remained at Baa3.

Standard & Poors, Inc. Ratings - On October 2, 2007, concurrent with the issuance of the 2007 Revenue Refunding Bonds,
S&P affirmed the Authority’s existing underlying BBB+ ratings on all revenue bonds and assigned a rating of BBB+ to the
2007 Revenue Refunding Bonds. S&P also affirmed its BBB- underlying ratings on all port district project bonds and revised
its outlook on the Authority’s bonds to “stable from negative.”

On July 8, 2008, concurrent with the issuance of the 2008 Revenue Refunding Bonds described herein, S&P assigned
its BBB+ rating to the new bonds. S&P also affirmed its BBB+ underlying ratings on all outstanding revenue bonds and
revised its outlook on these bonds from “stable” to “positive.” S&P also affirmed its BBB- ratings on all Port District Project
Bonds, which carry a “stable” outlook.

As of December 31, 2008, the Authority’s underlying revenue bonds ratings remained at BBB+, while its underlying
port district project bonds ratings remained at BBB-.

Ratings on Jointly Supported Transactions - Moody’s Investors Service ("Moody’s") and Standard & Poor’s Ratings
Services, a division of The McGraw-Hill Companies, Inc. ("S&P"), assigned their municipal bond ratings to the 2008
Revenue Refunding Bonds as set forth in the following chart based upon the understanding that upon delivery of the
2008A Revenue Refunding Bonds or 2008B Revenue Refunding Bonds, the respective Letter of Credit securing the
payment when due of the principal of, or purchase price of 2008A Revenue Refunding Bonds or 2008B Revenue
Refunding Bonds tendered for purchase and not otherwise remarketed and interest on the 2008A Revenue Refunding
Bonds or 2008B Revenue Refunding Bonds will be delivered by Bank of America, N.A. and TD Bank, N.A,,
respectively.

Long-term Short-term
2008A Revenue Refunding Bonds Moody's: Aaa VMIG 1
S&P: AA+ A-1+
2008B Revenue Refunding Bonds Moody's: Aaa VMIG 1
S&P: AA- A-1+

The long-term ratings assigned by Moody's and S&P reflect each organization’s approach to rating jointly supported
transactions and are based upon the Direct Pay Letters of Credit provided by Bank of America, N.A for the 2008A Revenue
Refunding Bonds and TD Bank, N.A. for the 2008B Revenue Refunding Bonds. Since a loss to a bondholder of a 2008A
Revenue Refunding Bond or a 2008B Revenue Refunding Bond would occur only if both the bank providing the applicable
Letter of Credit and the Authority default in payment, Moody's and S&P have assigned a long-term rating to the 2008 Revenue
Refunding Bonds based upon the joint probability of default by both applicable parties. In determining the joint probability of
default, Moody's considers the level of correlation between the bank providing the applicable Letter of Credit and the
Authority. Moody’s has determined that there is a low level of correlation between the bank providing the applicable Letter of
Credit and the Authority. Given this correlation, Moody's believes the joint probability of default results in credit risk
consistent with a Aaa rating for the 2008 Revenue Refunding Bonds.

No provider of a Letter of Credit is obligated to maintain its present or any other credit rating and shall have no
liability if any such credit rating is lowered, withdrawn, or suspended.
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13. DEFEASANCE OF DEBT

On October 4, 2007, the Authority issued 2007 Revenue Refunding Bonds at par value in the amount of $358,195 with a
variable interest 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.

In addition, on July 25, 2008, the Authority issued the 2008 Revenue Refunding Bonds at par value in the amount of
$358,175 with a variable interest rate to finance the current refunding of the Authority’s 2007 Revenue Refunding Bonds, with
a par value of $358,175 and a variable interest rate. The Authority issued the 2008 Revenue Refunding Bonds (as variable rate
demand bonds) in response to sharply higher interest rates and instability in the auction rate securities market. The 2007
Revenue Refunding Bonds mature on January 1, 2026 and were callable during 2008 at 100% and at par as of January 1, 2008.

As a result of the current refunding of the 2007 Revenue Refunding Bonds, the Authority incurred a loss on
defeasance of $9,564, 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, 2008, 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 - $ 680 $ 7,820

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 $14,417 and $10,024 were received

in 2008 and 2007, respectively. 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.
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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.

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

2008 2007
Beginning balance $ 4,761 $ 5,187
Incurred claims 3,900 1,538
Payment of claims (3,650) (2,129)
Other - administrative fees, recoveries 75 165
Ending balance $ 5,086 $ 4,761

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 $27,000. As of December 31, 2008, the Authority has executed loan guarantees with various banks,
totaling $25,000, including a $3,500 loan guarantee with FastShip, which was extended by the Authority’s Board in August
2008, for up to three, one-year periods including the current extension. Other large loan guarantees include: L3
Communications ($10.0 million), World Trade Center ($8.0 million), and the Home Port Alliance ($1.0 million). These
guarantees all remain in force; however, 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 2008, the base rent payable to the City totaled $2,880 as adjusted for the cumulative increases in the Consumer
Price Index (CPI) between 1998 and 2007. Base rent payments for 2009 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:
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Year Amount

2009 $ 3,495
2010 3,769
2011 3,862
2012 3,958
2013 4,057

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.

D. Letters of Credit - In May 2008, the Authority entered into two new separate irrevocable standby Letter of Credits with TD
Bank, N.A. (formerly 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 Wachovia Bank is for a four-year term in the amount of $5,000 with an expiration date of
May 7, 2011. The Letter of Credit with TD Bank, N.A. (formerly Commerce Bank) is in an initial amount of $3,015 and
automatically increases annually each May in the amount of $816 until its expires on May 7, 2011.

As of December 31, 2008, the unused amount of the Letter of Credits totaled $8,015. No draw downs have been
made against any Letter of Credit.

Direct Pay Letters of Credit (2008 Revenue Refunding Bonds)

The Authority’s 2008 Revenue Refunding Bonds (Series A and B), are secured by irrevocable transferable Direct Pay Letters
of Credit (DPLOC) issued by two credit providers, the Bank of America, N.A. and TD Bank, N.A, in the amounts of $172.6
million and $191.8 million, respectively. The Authority entered into separate Reimbursement Agreements with each credit
provider to facilitate the issuance of said DPLOCs.

Each Letter of Credit is in an original stated amount which is sufficient to pay the unpaid principal amount of and up
to fifty-three (53) days' of accrued interest (at a maximum interest rate of 12%) on the related 2008 A Revenue Refunding
Bonds or 2008B Revenue Refunding Bonds, when due, and the Purchase Price of the 2008A Revenue Refunding Bonds or the
2008B Revenue Refunding Bonds tendered or deemed tendered for purchase and not remarketed. The Credit Provider for the
2008A Revenue Refunding Bonds is only responsible for payments with respect to the 2008 A Revenue Refunding Bonds for
which the 2008A Letter of Credit was issued and the Credit Provider for the 2008B Revenue Refunding Bonds is only
responsible for payments with respect to the 2008B Revenue Refunding Bonds for which the 2008B Letter of Credit was
issued. The 2008A Letter of Credit and the 2008B Letter of Credit will each expire on July 23, 2010, unless extended or
sooner terminated in accordance with their respective terms.

As described in the Official Statement for the 2008 Revenue Refunding Bonds, “any draw under a Letter of Credit for
principal, interest or Purchase Price creates a reimbursement obligation on the part of the Authority that is secured the 1998
Revenue Bond Indenture on a parity basis with the 2008 Revenue Refunding Bonds.” (Additional information related to this
transaction and the accompanying Letters of Credit can be found under Note 12).
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E. Contractual Commitments - As of December 31, 2008, the Authority had contractual commitments as follows (in

thousands):
Total
Benjamin Franklin Bridge:
Anchorage door replacement $973
Part time & temporary toll collectors 1,964
Bridge painting - Phase 5 12,157
Main suspension inspection and design 412
Engineering services - task orders 2,945
Other 2,510
Walt Whitman Bridge:
Bridge inspection 128
Deck condition assessment and design 2,806
Bridge painting 781
Engineering services - suspension cable and rope investigation 661
Commodore Barry Bridge:
Bridge inspection 234
Fender replacement 631
Administration building air handler 439
Deck joint replacement 781
Betsy Ross Bridge:
Bridge inspection 130
PATCO System:
PATCO interlocking & roadbed rehabilitation 2,639
Fare collection system 1,260
Power cable and pole line replacement 1,001
Design services - car overhaul 7,129
Rehab track structure on Collingswood viaduct 13,225
Smoke and fire subway tunnel improvements 1,732
Transit extension alternativ analysis 979
Station improvements 481
Other 714
Other:
Delaware River tram & riverfront development 10,069
Port enhancement projects 109
Cruise terminal and ferry operations 275
$67,165

18. NEW BRIDGE AND PATCO FARE SCHEDULES

At its monthly August 2008 commission meeting, the Authority's Board approved changes to the DRPA's bridge toll schedule
and PATCO's passenger fare schedule. The increases were enacted to fund the Authority’s on-going 5-year $ 1.1 billion capital
plan. (The Board Resolution includes language stating that no proceeds from toll schedule changes can be used for regional
economic development purposes.)

Effective September 14, tolls for passenger cars increased from $3 to $4, with commercial truck pricing increasing by
$1.50 /axle, across all commercial vehicle classes. The commuter discount was adjusted to provide commuters with a $12
discount for 18 trips during the month and the E-ZPass discount for commercial vehicles was eliminated. (The commuter
discount will ultimately be phased out in 2010). Senior citizen discount program was restructured to include an increase of the
toll from $1 to $2 for manual tolls. Senior citizens utilizing E-ZPass are subject to a $1.75 toll, a discount of $ 0.25 per trip.
As of December 31, 2008, sale of the senior discount coupons were discontinued, although coupons can still be used.
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The new toll schedule is shown below:

Old Schedule New Schedule Increase
Class 1 - Motorcycle $2.00 $4.00 $2.00
Class 2 - Automobile 3.00 4.00 1.00
Class 3 - Two Axle Trucks 9.00 12.00 3.00
Class 4 - Three Axle Trucks 13.50 18.00 4.50
Class 5 - Four Axle Trucks 18.00 24.00 6.00
Class 6 - Five Axle Trucks 22.50 30.00 7.50
Class 7 - Six Axle Trucks 27.00 36.00 9.00
Class 8 - Bus 4.50 6.00 1.50
Class 9 - Bus 6.75 9.00 2.25
Class 10 - Senior Citizen (With 2 Tickets Only) 1.00 2.00 1.00
Class 13 - Auto w/trailer (1 axle) 525 6.00 0.75
In addition, effective September 14th, PATCO's passenger fares increased by 10% across all zones. The new fare schedule is
shown below:

Old Schedule New Schedule Increase
Lindenwold/Ashland/Woodcrest $2.45 $2.70 $0.25
Haddonfield/West Haddonfield/Collingswood 2.15 2.35 0.20
Ferry Avenue 1.85 2.05 0.20
New Jersey 1.30 1.45 0.15
City Hall/Broadway/Philadelphia 1.15 1.25 0.10
Off-peak Reduced Fare Program 0.57 0.62 0.05

As noted above, PATCO has a federally mandated reduced off-peak fare program for “elderly persons and persons with
disabilities.” These off-peak rates increased from $0.57/trip to $0.62/trip.

19. SUBSEQUENT EVENTS

Use of General Fund Reserve for Capital Expenditures (2008/2009 Capital Plans) - As noted in “Management's Discussion
& Analysis” the Authority began using its General Fund reserves to fund its capital expenditures beginning in October 2008.
Through end of year 2008, these expenditures totaled $13.5 million. Through April 30, 2009, these reimbursable expenditures
have now totaled $24.6 million. As authorized by the Authority’s Board in its December meeting, General Fund reserves spent
in support of the Authority’s Capital Plans will be reimbursed from the proceeds of a future revenue bond issue.

UBS Swaptions - In November 2008, AMBAC was downgraded by Moody’s. Pursuant to the 1999 Port District Project (PDP)
Bonds interest hedge agreement, UBS AG, counterparty to the agreement, on December 17, 2008 mailed notices to the
Authority ("Notice of Insurer Credit Event”) asserting that an Insurer Credit Event had occurred on all of the swap/swaptions
insured by AMBAC, including the 1999 Port District Project Bonds swap and also on the 1995 and 1999 Revenue Bond
swaptions. After discussions with the Authority and its co-bond counsel, UBS rescinded/withdrew, "without prejudice”, the
aforementioned insurer downgrade notices sent to the Authority, in separate letters dated January 21, 2009.

The Authority's position is that no Insurer Credit Event had occurred with respect to the 1995 and 1999 Revenue
bond swap/swaption, as the underlying ratings are at the "A3" level. Furthermore, it is the Authority's position, and also the
position of AMBAC, that no Insurer Credit Event had occurred with respect to the 1999 PDP swaption, since AMBAC
continues to maintain an "A" rating, from Standard & Poor's. AMBAC formally notified UBS of its objection to the notices
sent to the Authority.

With respect to the swap and swaption tied to the senior debt (revenue bonds), the Authority has asserted that no
insurer credit event had occurred, as its underlying bond ratings are sufficient. The Authority’s ratings on these bonds are high
enough that no insurer credit event can occur regardless of how AMBAC is rated. The issue was resolved when UBS AG
withdrew its notices.

Ratings on “Jointly Supported Obligations” - In May 2009, the Authority was advised that Standard & Poor's Ratings
Services has updated its methodology and assumptions for rating ““jointly supported obligations” when each obligor is fully
responsible for the entire obligation. In this situation, a default on the obligation would occur only if both obligors default. As
aresult, in its report dated April 22, 2009 (“List of U.S. Public Finance Ratings Placed on CreditWatch Positive As A Result of
Joint-Supported Criteria Update™), S&P changed its ratings on the 2008 Revenue Refunding Bonds (Series A), supported by a
Letter of Credit by Bank of America, N.A., from AA+/A-1+ to A+/A-1. (The ratings on the Series B Revenue Refunding
Bonds were not changed.)
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS FOR HEALTH BENEFITS PLAN
(In thousands)

Actuarial
Accrued
Liability UAAL as a
Actuarial (AAL) - Unfunded Percentage
Actuarial Value of Projected AAL Funded Covered of Covered
Valuation Assets Unit Credit (UAAL) Ratio Payroll Payroll
Date (@) (b) (b-a) (alb) © [(b-a)/c]
01/01/07 = $ 146,638 $ 146,638 = $ 53,695 273.1%

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

Valuation Date January 1, 2007

Actuarial Cost Method Projected Unit Credit

Amortization Method Level dollar amount using open 30-year period
Remaining Amortization Period 30 years

Asset Valuation Method Market Value

Actuarial Assumptions:

Discount Rate 5%
Rate of Salary Increases 4%
Rate of Medical and Prescription Inflation 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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