Financial

Section
COMBINED STATEMENTS OF NET ASSETS
December 31, 2009 and 2008 (In Thousands)
ASSETS Notes 2009 2008
CURRENT ASSETS
Cash and cash equivalents L2 § 4,508 $ 5.350
Investments 1,2 185,163 194,089
Accounts receivable (net of allowance for uncollectibles) 5 12,051 10,982
Accrued interest receivable 781 714
Transit system and storeroom inventory 1 6,561 6,228
Economic development loans - current 1 561 791
Prepaid expenses 4,051 3.845
Restricted assets:
Temporarily restricted:
Cash and cash equivalents 1.2 1.369 537
Investments 1,3 262,095 286.154
Accrued interest receivable 4 4
Total current assets 477,144 508.694
NONCURRENT ASSETS

Capital assets (net of accumulated depreciation):

Land 7 74225 76,325
Bridges and related buildings and equipment 7 619,304 631,628
Transit property and equipment 7 232,060 240,654
Port enhancements 7 13,702 15.744
Construction in progress 7 134,145 81.556
Total capital assets 1.073.436 1,045,907

Economic development loans - net of allowance
for uncollectibles 1 22,192 22.642

Deferred charges:

Debt issuance costs (net of amortization) 1 38,541 41,376
Total other assets 60,733 64,018
Total noncurrent assets 1,134,169 1.109.925
TOTAL ASSETS $ 1611313 § 1,618,619

The notes to the financial statements are an integral part of this statement.
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Section
COMBINED STATEMENTS OF NET ASSETS
December 31, 2009 and 2008 (In Thousands)
LIABILITIES Notes 2009 2008
CURRENT LIABILITIES:
Accounts payable:
Retained amounts on contracts $ 3.943 $ 3,962
Other 14,693 11,365
Accrued liabilities:
Pension 9 569 583
Sick and vacation leave benefits 2.499 3.442
Other 755 648
Deferred revenue 1.4 2.675 2,562
Liabilities payable from restricted assets:
Accrued interest payable 12 21.889 23,100
Bonds payable - current 12 40,445 33,930
Total current liabilities 87.468 79.592
NONCURRENT LIABILITIES:
Accrued liabilities:
Repainting 1 60,034 55,882
Self- insurance 16 4.946 5,086
Sick and vacation leave benefits 2.038 1.148
Other (GASB 45 Liability) 10 20,201 19,689
Deferred Revenue 1.4 7.609 8.938
Bonds payable (net of unamortized discounts, premiums
and loss on deafeasance) 12 1.074.731 1.113,605
Total noncurrent liabilities 1.178.559 1.204,348
Total liabilities 1,266,027 1,283,940
NET ASSETS
Invested in capital assets, net of related debt 325,973 271,231
Restricted for:
Debt requirements 105,970 101,859
Port projects 36.465 45,991
Unrestricted (deficit) (123,122) (84,402)
Total net assets $ 345,286 $ 334,679

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Years ended December 31, 2009 and 2008 (In Thousands)

Notes 2009 2008
OPERATING REVENUES:

Bridges:

Tolls 5,18 $ 242,620 $ 208.856
Other operating revenues 4,944 5.815
Total bridge operating revenues 247.564 214,671

Transit system:

Passenger fares 18 22,028 21.459
Other operating revenues 1.606 1.507
Total transit system operating revenues 23.634 22.966

Port of Philadelphia and Camden:

Cruise Terminal 571 683
River Link Ferry 62 73
Total Port of Philadelphia and Camden 633 756

Other:

Miscellaneous 1.456 590
Total operating revenues 273,287 238,983
OPERATING EXPENSES:

Operations 101,887 100.515

General and administrative 35.457 34,974

Depreciation 1.7 45.776 45.486

Lease and community impact 17 3,483 3.380

Port of Philadelphia and Camden 1.269 1.447

Total operating expenses 187.872 185.802
OPERATING INCOME 85.415 53.181
NONOPERATING REVENUES (EXPENSES):

Investment income 3 0.838 17.592

Interest expense 12 (66.954) (75.654)

Amortization expense 1 (1.356) (1.353)

Economic development activities (26.794) (3.960)

Other nonoperating revenues 1.227 882

Other nonoperating expenses (2.212) (425)

Total other nonoperating revenues (expenses) (86.251) (62.918)
INCOME (LOSS) BEFORE CAPITAL CONTRIBUTIONS (836) (9.737)
CAPITAL CONTRIBUTIONS:

Federal and state capital improvement grants 15 11.443 14,417
CHANGE IN NET ASSETS 10.607 4.680
NET ASSETS, JANUARY 1 334,679 329,999
NET ASSETS, DECEMBER 31 $ 345286 § 334,679

The notes to the financial statements are an integral part of this statement.
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COMBINED STATEMENTS OF CASH FLOWS
Years ended December 31, 2009 and 2008 (In Thousands)

Financial
Section

2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers and users 3 269.643 $ 236,191
Payments for other goods or services (65.129) (68.454)
Payments for employees services (61.390) (58.271)
Net cash provided by operating activities 143.124 109.466
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Economic development activities (24.709) (3.960)
Proceeds from exercised derivative transactions - 656
Payments for termination of derivative transactions - (13.286)
Proceeds from other nonoperating sources 1.171 -
Proceeds from other economic development activity 54 604
Proceeds from economic development loans 741 873
Net cash used by noncapital financing activities (22.743) (15.113)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets (76.808) (55.269)
Proceeds from sales of capital assets - 150
Capital contributions 12.385 13.657
Repayment of funded debt (33.930) (33.930)
Interest paid on debt (64.566) (73.604)
Net cash used in capital and related financing activities (162.,919) (148.996)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments 33.141 37.147
Purchase of investments - (725)
Interest received 9.387 16.520
Net cash provided by investing activities 42,528 52,942
Net decrease in cash and cash equivalents (10) (1.701)
Cash and cash equivalents, January 1 (including $537 and $2,782 reported as restricted) $ 5.887 $ 7.588
Cash and cash equivalents, December 31 (including $1,369 and $537) reparted as restricted) $ 5.877 $ 5.887

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating income
Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) in transit system and storeroom inventories
(Increase) in prepaid expenses
Increase in accounts payable and accrued wages
(Decrease) increase in accrued pension payable
(Decrease) increase in deferred revenue
Increase in repainting reserves
(Increase) decrease in self-insurance reserves
(Increase) decrease in sick and vacation leave benefits payable
Increase in other accrued liabilities

Net cash provided by operating activities

$ 85415  § 53,181
45,776 45,486
(2.822) (3.320)
(333) (510)
(205) (1.164)

2,689 593

(14) 48

(821) 527

4,152 4,363

(140) 325

(53) 126

9,480 9.811

$  143.124  § 109,466

The notes to the financial statements are an integral part of this statement.
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NOTES TO COMBINED FINANCIAL STATEMENTS
For the Year Ending December 31, 2009 (Dollars in Thousands)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of Operations - The Delaware River Port Authority (the “Authority”) is a public corporate
instrumentality of the Commonwealth of Pennsylvania (the “Commonwealth™) and the State of New Jersey (the “State™)
created with the consent of Congress by compact legislation between the Commonwealth and the State. The Authority has no
stockholders or equity holders. The Authority is vested with the ownership, control, operation, and collection of tolls and
revenues of certain bridges spanning the Delaware River; namely, the Benjamin Franklin, Walt Whitman, Commodore Barry,
and Betsy Ross bridges. The Authority has also constructed and owns a high-speed transit system that is operated by the Port
Authority Transit Corporation (PATCO). The transit system operates between Philadelphia, Pennsylvania and Lindenwold,
New Jersey. Among its powers, the Authority is responsible for regional economic development and the unification of certain
port facilities of the Delaware River. The Authority’s Port of Philadelphia and Camden Department (PPC) is responsible for
the operation of the Philadelphia Cruise Terminal at Pier 1 at the former Navy Yard and the Riverlink Ferry System. The costs
of providing facilities and services to the general public on a continuing basis are recovered primarily in the form of tolls and
fares. The Authority is a member of the E-ZPass Interagency Group, the largest interoperable Electronic Toll Collection
System in the world, comprised of twenty-two (22) agencies in eleven (11) states. Through December of 2009, customer
participation in the E-ZPass electronic toll collection process grew to approximately sixty-five percent (65%) of its toll
collection activity during rush hour periods. E-ZPass revenues now exceed sixty percent (61%) of total toll revenues.

B. Basis of Presentation - The Authority is a single enterprise fund and maintains its records on the accrual basis of
accounting. Enterprise funds account for activities (i) that are financed with debt that is secured solely by a pledge of the net
revenues from fees and charges of the activity; or (i1) that are required by law or regulations that the activity’s cost of providing
services, including capital cost (such as depreciation or debt service), be recovered with fees and charges, rather than with taxes
or similar revenues; or (iii) that the pricing policies of the activity establish fees and charges designed to recover its costs,
including capital costs (such as depreciation or debt service). Under this method, revenues are recorded when earned and
expenses are recorded when the related liability is incurred. The Authority has elected not to follow any FASB
pronouncements issued after November 30, 1989.

C. Cash and Cash Equivalents - The Authority considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents (Note 2). In addition, according to the various Indentures of Trust which
govern the flow and accounting of the Authority’s financial resources, certain accounts are required to be maintained in order to
comply with the provisions of the Indentures of Trust. For the accounts that are restricted, the Authority has recorded the
applicable cash and cash equivalents as restricted on the combined financial statements (Note 11).

D. Investment in Securifies - Investment in securities is stated at amortized cost, which approximates fair value.
Certain investments are maintained in connection with the Authority’s funded debt (Notes 3 and 12). Likewise, as with cash
and cash equivalents, the accounts that are restricted as per the various Indentures of Trust have been recorded as restricted
investments on the combined financial statements (Note 11).

E. Transit System Inventory - Transit system inventory, consisting principally of spare parts for maintenance of
transit system facilities, is stated at the lower of cost (first-in, first-out method) or market.

F. Debt Issuance Costs, Bond Premiums, and Bond Discounts - Debt issuance costs and the premiums and discounts
arising from the issuance of the revenue bonds and port district project bonds are amortized by the straight-line method from
the issue date to maturity.

G. Investment in Facilities - Investment in facilities is stated at cost, which generally includes expenses for
administrative and legal expenses incurred during the construction period. Investment in facilities also includes the cost
incurred for port-related projects, and improvements, enlargements and betterments to the original facilities. Replacements of
existing facilities (except for primarily police and certain other vehicles whose estimated useful life is two years or less) are
also recorded at cost. The related costs and accumulated depreciation of the property replaced are removed from the respective
accounts, and any gain or loss on disposition is credited or charged to non-operating revenues or expenses. Assets capitalizable
generally have an original cost of five thousand dollars ($5) or more and a useful life in excess of three years. Depreciation
and amortization are provided using the straight-line method over the estimated useful lives of the related assets, including
those financed by federal and state contributions (Notes 7 and 15).

Asset lives used in the calculation of depreciation are generally as follows:

Bridges, freeways, and tunnels 100 years
Buildings, stations, and certain bridge components 35 - 50 years
Electrification, signals, and communication system 30 - 40 years
Transit cars, machinery, and equipment 10 - 25 years
Computer equipment, automobiles, and other equipment 3 - 10 years
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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.

I. 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, non-operating 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 Non-operating 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. Non-operating 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. Non-operating 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). Swap Termination costs are amortized over the life of the bond issue.

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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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,
2009 and December 31, 2008, the Authority’s bank balances of $15,158 and $13,417, respectively, were exposed to custodial
credit risk as follows:

2009 008
Uninsured and uncollateralized $ 13.124 $ 11.750

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 $447,258 of investments at December 31, 2009, $18.787 of
investments in asset backed securities, collateralized mortgage obligations, commercial paper, corporate bonds and notes,
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 $98,614 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, 2009, the Authority had the following investments:

Amortized
Investment Maturities Cost
Asset backed securities 250.15 months average $ 1.337
Collateralized mortgage obligations 262.79 months average 473
Commercial paper 5.21 months average 54,613
Corporate bonds and notes 33.32 months average 35,134
Mortgage pass-through securities 325.51 months average 3.190
Municipal bonds 497.37 months average 1,900
Mutual bond funds not applicable 107.560
Repurchase agreements daily 764
Short-term investments 1.77 months average 178.588
U.S. federal agency notes and bonds 33.89 months average 39.156
U.S. government treasuries 35.54 months average 24,544
Total $ 447,258

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.
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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 - ITnvestments are purchased in accordance with the 1998, 1999, and 2008 Indentures of Trust and General
Fund investment parameters 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 Rating Services or Moody’s Investor Service. 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 & Poor’s Rating
Services. 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 Investor Service or Standard & Poor’s Rating Services.

As of December 31, 2009, the Authority’s investments had the following ratings:

Investment Standard & Poor's Moody's
Asset backed securities * *
Collateralized mortgage obligations * *
Commercial paper * *
Corporate bonds and notes *to AAA *to Aaa
Mortgage pass-through securities * *
Municipal bonds * Baa3
Mutual bond funds * *

U.S. federal agency notes and bonds *to AAA *to Aaa
U.S. government treasuries *to AAA *to Aaa
Repurchase agreements * *

* 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, 2009, more than five percent (5%), or $40.830, of the Authority’s investments is in HSBC
Finance Corp Commercial Paper. These investments represent nine percent (9%) 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.

Of the seven interest rate hedge agreements. two have been terminated. One agreement with Lehman Brothers
Financial Products Inc. (“Lehman Brothers™), with a notional amount $50,000, was terminated by its terms in 2002 at no cost to
the Authority. 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 Brothers 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, 2009, only the 1995 Revenue Bonds swaption, mentioned below, has commenced. However on

September 3, 2009, UBS advised the Authority of its intent to exercise its option on the 1999 Revenue Bond and 1999B Port
District Bond swaptions with an effective date of January 1, 2010.
Significant Terms of the Derivatives - The five (5) remaining interest rate hedge agreements are described as follows. As set
forth below, all of the interest rate hedge agreements at year-end 2009 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.
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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.

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 was initially recorded as deferred revenue and
amortized as investment income in prior years.

As of December 31, 2009, Swaption # 1 had a fair value of ($1,536) and Swaption #2 had a fair value of ($404). (For
the method of valuation, see “Fair Value”, Note 4).

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 (Ambac). 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 Investor Service
(“Moody’s”) or “BBB-" with respect to Standard & Poor’s Rating Services (“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.

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 was initially recorded as deferred revenue and
amortized as investment income in prior years.

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 $18,793 during 2009.

As of December 31, 2009, the fair value of the 1995 Revenue Bond Swap was ($82.124). (For the method of
valuation, see “Fair Value”, Note 4).

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.
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