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Mission

To identify and meet the critical transportation
infrastructure needs of the bistate region’s businesses,
residents, and visitors: providing the highest quality, most
efficient transportation and port commerce facilities and
services that move people and goods within the region,
providing access to the rest of the nation and to the world,
while strengthening the economic competitiveness of the
New York-New Jersey Metropolitan Region.
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The New York-New Jersey Region

MORRIS

Gy

The New York-New Jersey Metropolitan Region, one of the largest and most diversified in the nation, consists of the five
New York boroughs of Manhattan, Brooklyn, Queens, Staten Island, and the Bronx; the four suburban New York counties of
Nassau, Rockland, Suffolk, and Westchester; and the eight northern New Jersey counties of Bergen, Essex, Hudson, Middlesex,
Morris, Passaic, Somerset, and Union.

Area 3,900 square miles
Population 17.2 million (estimate for 2008)
Labor Force 8.6 million (average for 2008)
Total Wage and Salary Jobs 8.05 million (average for 2008)
Total Personal Income $961.8 billion (estimate for 2008)

(For detailed statistical and demographic information on the region, see page 88 in the Financial Section of this report.)

from the New Jersey State Library

The Honorable The Honorable
David A. Paterson Jon S. Corzine
Governor Governor

State of New York State of New Jersey

Dear Governors:

In conformance with the Port Compact of 1921, | am pleased to present to you, and to the legislatures of New York
and New Jersey, the 2008 Comprehensive Annual Financial Report of The Port Authority of New York and New Jersey.

The last year presented the Port Authority with challenges as well as opportunities. The economic downturn — our
most pressing challenge — has hurt the New York-New Jersey region, and the Port Authority is no exception. We have
seen declines in traffic at our tunnels and bridges, airport passenger volume, and cargo tonnage at the port and airports,
resulting in lower facility revenues.

Despite this economy, the Port Authority's overall financial health remains strong, and our continuing capital investments
will help the region combat the recession while strengthening the foundation of the region’s long-term economic growth.
In December, our Board of Commissioners authorized for 2009 a $3.3 billion capital budget — the largest single-year
capital outlay in the agency's history. Our accelerated spending, up 28 percent over 2008, will create jobs and stimulate
additional economic activity across the region in 2009. While we make this record level of capital investment, we are
holding operating expenses steady and will not raise tolls or fares.

As we weathered 2008, we remained committed to our core mission — providing excellent transportation services to the
people of our region. PATH ridership was up almost 5 percent compared with 2007, and we took delivery of the first set of
new railcars as part of our $3.3 billion, multiyear PATH modernization program. The ExpressRail system at our port facilities
moved more than 377,000 containers last year, a 6 percent increase over 2007. Working with our Flight Delay Task
Force, we began a national advocacy campaign for the NextGen air traffic control system that our aviation system
desperately needs to combat delays, improve air quality, and improve the efficiency of our airports. We continued to
bolster our security to protect our customers and employees, and we advanced our efforts to make our facilities more
environmentally sustainable, both in the near future and in the decades ahead.

Work at the World Trade Center progressed visibly. After taking a hard look at the project's expectations, we reassessed its
costs and timing and developed a sound plan for completing the National September 11th Memorial and Museum, the
Transportation Hub, and One World Trade Center — three significant elements in the nation’s most complex construction project.

Finally, we made significant progress on the Access to the Region’s Core (ARC) mass-transit rail project. The Port Authority
has committed $3 billion to help fund this $8.7 billion construction project, with the balance of funding coming from our
partners at NJ Transit and the Federal Transit Administration. We expect to break ground on ARC this year, one of many such
"shovel ready” projects in our accelerated capital program.

With your continued assistance, | am confident the Port Authority will fuffill its transportation mission in these challenging
times and serve as a powerful force on behalf of the people and businesses of the New York-New Jersey region.

Sincerely,

Wid.

Anthony R. Coscia
Chairman
April 30, 2009
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! Commissioner Grayson joined the Board on December 16, 2008, succeeding Commissioner Blakeman.

2 Commissioner Hochberg joined the Board on August 21, 2008, succeeding Commissioner Ferer.

3 Commissioner Holmes joined the Board on May 21, 2008, succeeding Commissioner Gargano, who resigned from the Board on August 15, 2007.
4 Anthony Shorris served as Executive Director through April 25, 2008.

> Christopher O. Ward was appointed Executive Director effective May 19, 2008.

Origins of The Port Authority of New York and New Jersey

The Port Authority was established by the Compact of April 30, 1921, between the states of New York and New Jersey, as
the first interstate agency created under the clause of the United States Constitution permitting compacts between states
with the consent of Congress. The Compact also created the Port District, an area of about 1,500 square miles in both
states, centering about New York Harbor. Over the years, the mandate of the agency has developed to promote and
protect the commerce of the bistate port, and to undertake port and regional improvements not likely to be financed by
private enterprise or to be attempted by either state alone: modern wharfage for the harbor shared by the two states,
tunnel and bridge connections between the states, terminal and transportation facilities, and in general, trade and trans-
portation projects to promote the region’s economic well-being.

Governance of the Port Authority

The Governor of each state appoints six members of the agency's Board of Commissioners, for overlapping six-year terms;
each appointment is subject to the approval of the respective state senate. Commissioners serve as public officials without

remuneration. The Governors retain the right to veto the actions of the Commissioners from their respective state.

An Executive Director, appointed by the Board of Commissioners, is responsible for managing the operation of the
Port Authority in @ manner consistent with the agency’s policies, as established by the Board.

The Port Authority undertakes projects and activities in accordance with the Port Compact of 1921, and amendatory and
supplemental bistate legislation.
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Letter from the Executive Director

Dear Chairman Coscia and members of the Board of Commissioners:

This annual report tells the story of an agency that has the vision to develop long-term solutions to the needs of our region,
the agility to respond to the rapidly changing circumstances around us, and the commitment to get the job done.

Nowhere was this more evident in 2008 than at the World Trade Center site. When | became Executive Director of the Port

Authority in May 2008, we faced immediate challenges in our effort. After a month-long assessment of the entire project, we
made clear to the public exactly what those challenges were and outlined a process to move forward. Three months later,

thanks to the hard work of Port Authority staff, its Board of Commissioners, and our building partners Downtown, we had a
new plan — a clear-eyed road map that identified solutions to problems that had long stifled our progress; a set of aggressive,
yet realistic, schedules and budgets; established priorities and intermediate milestones to which the governors and the public
can hold the agency accountable; and far greater public transparency around the entire rebuilding effort.

For the first time, real progress can now be seen taking shape on almost every inch of the 16-acre site. Various elements are
now rising above street level and are clearly visible to the public, including One World Trade Center, the WTC Transportation
Hub, and the National September 11th Memorial and Museum. Despite this important progress, we are still building the
most complex and visible construction project in the country, and we will inevitably have our share of challenges going
forward. While we cannot promise that the path forward will be smooth or simple, we can promise that the public will know
about our progress, as well as our challenges, as we work every single day to rebuild that site.

The World Trade Center rebuilding aside, the single-greatest challenge this agency faces is to manage through the economic
storm that is raging throughout the region and the world. How we manage through this transition and balance the need to
invest against the backdrop of dwindling resources will in large part determine the agency's course over the next several years.

The Port Authority is not recession-proof, and we are working vigorously to hold the line on our operating expenses this year
— at zero percent growth — so we have the financial capacity to deliver on our record $3.3 billion capital investment in our
region’s trade and transportation infrastructure during 2009 — investments in key projects for the region’s future, like the
ARC mass-transit tunnel between New York and New Jersey, the PATH modernization program, and airport modernization —
that will help stimulate the regional economy and provide jobs and opportunities right now.

Along the way, we have seen our efforts to renew Port Authority facilities come to fruition in projects like JetBlue's Terminal 5
at JFK Airport and the ExpressRail system at our marine terminals, and we continue to advance an agenda for a more sustainable
future for our region.

Every day, when the people of the Port Authority come to work, their top priority is to help move millions of people and tons
of goods as safely, efficiently, and cost effectively as possible. They are a truly professional and dedicated work force, and
we all look forward to working with you and the public to continue moving the region forward.

Sincerely,

Christopher O. Ward
Executive Director
April 30, 2009
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The New York-New Jersey region is a place where people,
goods, ideas, and information are always on the move.

For nearly 90 years, The Port Authority of New York and
New Jersey has been doing its part to keep the region moving.
In 2008, the agency continued to focus its energy on providing
these crucial services to benefit commuters, travelers, and global
shippers of the region. . = _ ol Sy s

This was reflected in the agency's renewed commitment to the f ! e s T .
development of the World Trade Center. It was also demonstrated | ; 4
in the Port Authority's delivery of more than $2.4 billion in capital _ E ' —
investments in 2008 and its pledge to accelerate capital spending \ _ N d -
this year to provide a boost to the region’'s economy. . =

On a day-to-day basis, the Port Authority operates one of the : ! e -;:&h =
most complex sets of transportation services in the nation. The e y b i . = k -
agency's airports, bridges, tunnels, bus terminals, PATH rail system, o) : A
AirTrain services, and seaports help move people and cargo at a pace ' S MR A ~

and on a scale that life in the New York-New Jersey region demands. W) e .A e
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World Trade Center

By the end of 2008, virtually every
inch of the World Trade Center
was under construction as key
elements of the project began to
take visible shape.

Building
Downtown

The rebuilding of the World Trade Center was a major focus of the
Port Authority's efforts in 2008. The uniquely complex and challenging
master plan involves the construction of up to five new skyscrapers, the
third-largest transit hub in New York City, one of the world's most significant
memorials and museums, a world-class retail venue, a performing arts
center, a vehicle security center, restoration of two city streets through

J
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the complex, new pedestrian walkways, and the infrastructure that will
support all of this development.

While the redevelopment had progressed significantly since the
Port Authority took over management of the site in 2006, by May 2008

/;4 Road Map it was clear that the original schedule and cost estimates were not realistic,

and Governor David Paterson called for a complete assessment of where

Forward” the rebuilding stood.

Under the leadership of the new Executive Director and the Board

IS d Clear of Commissioners, the Port Authority moved quickly to develop a
comprehensive reassessment of the project. The agency and key

GSS essm en t stakeholders worked collaboratively to produce an accurate, clear-eyed

picture of where the rebuilding effort stood and where it needed to go.

Of Wh ere the By the end of June, the agency had issued an initial assessment,
WTC project which identified 15 of the most pressing challenges facing the project

and contained recommendations for immediate action. These

Stands and recommendations included establishment of a Steering Committee

to provide a more efficient, centralized decision-making structure.

Wh ere it Resolving the unique, interdependent problems of these multiple
projects was one of the key challenges facing the Port Authority. At the

ne6ds to go_ time the June assessment was issued, 19 public agencies, two private

developers, 33 different designers, architects, and consulting firms,

along with 101 contractors and subcontractors, were stakeholders
in this rebuilding effort.

In October, the agency released “A Road Map Forward,”
a comprehensive evaluation of the work at the site with a clear
assessment of potential completion dates and budgets.

10
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The local community,
commuters, and
other stakeholders
now have access to
exclusive information
on the WTC project.

As a result of this assessment, the agency simplified
some of the design elements of the WTC Transportation
Hub, retaining architect Santiago Calatrava's iconic
vision for this urban public space while providing schedule
and cost savings. Work continued to progress on the hub
project through the rest of the year, and by December
significant work was under way on the critical east-west
connector that will provide the links to connect PATH with
the New York City subways to the east at Fulton Street, and
the Battery Park City ferry terminal to the west.

As part of the assessment effort, the agency also
made a commitment to open the World Trade Center
Memorial Plaza in time for the 10th anniversary of the
terrorist attacks, in 2011. This required some design
changes to the way that the permanent WTC Transportation
Hub platforms and mezzanines will be constructed. Again,
by year's end, the memorial plaza— envisioned as a
stunning set of waterfalls and pools to be constructed
in the footprints of the original twin towers — was taking
visible shape.

To further the agency's ongoing efforts to be more
transparent, the Port Authority undertook a series of
actions designed to provide the public, the local
community, commuters, and other stakeholders with
mechanisms by which they can monitor the pace of the
rebuilding effort. The agency established a new Web site,
wtcprogress.com, which provides information on the
construction effort and offers frequent updates of photos,
videos, and quarterly reports that chronicle the significant
work that is going on at the site.

The agency has worked hard to improve the quality

from the New Jersey State Library

The new

World Trade Center
Is taking shape,
with steel rising far
above street level.

of life for residents and businesses in the vicinity of this
active construction project. In October, the agency installed
a new, clean, and informative fence wrapping around the
perimeter of the site, complete with graphics that depict the
rebuilding progress at the site and provide images of what
the complex will look like when it is completed.

The Port Authority also established the WTC Office of
Program Logistics, which is responsible for planning the
coordinated movement of vehicles and pedestrians at
the site, avoiding unnecessary schedule delays and cost
escalations. As construction activity increases dramatically
over the next five years, the Office of Program Logistics will
provide regular and open communication with residents,
businesses, and public officials in Lower Manhattan.

The agency also installed better lighting throughout
the site’s perimeter and widened and repaved sidewalks
on adjacent streets to provide less-congested pathways for

pedestrians.

In December, the National September 11th Memorial
and Museum and the Port Authority moved the historic

The “Survivors’ Staircase” was the
first artifact to be placed in the

site of the National September 11th
Memorial and Museum.

Vesey Street Stair
Remnant (known as
the Survivors' Stairs) to
its final placement in
the Memorial Museum
site. The staircase,
which was used as a
vital route to safety

on the morning of
September 11, 2001,
was the first artifact
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moved to the museum site when it was lowered to
a temporary location at bedrock level in July 2008.
Ultimately, the Port Authority’s overall reassessment
efforts — along with the work of its stakeholder partners —
led to a new way of doing business for the entire project.
Today, there is a commitment to an aggressive, yet realistic,
schedule and budget; established priorities and intermediate
milestones to which the Governors and the public can hold
the agency accountable; a focused effort to control costs;
and a transparent, inclusive, and central decision-making
structure to coordinate the many pieces of this undertaking.
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Building the Region

Platform l :

For decades, the Port Authority has been keeping the region moving
by making investments that build vital connections — between the states,
between businesses and people, and between the region and the rest of
the world.

In 2008, the Port Authority spent $2.4 billion on projects designed
to enhance these connections by increasing transportation capacity,
building regional prosperity, reducing congestion, bolstering security
for commuters and travelers, and providing a foundation for a more

sustainable future.
The 2008 capital program included nearly $1 billion in expenditures

The Port Authority at the World Trade Center (see page 10) and $600 million in projects

designed to keep the agency’s extensive transportation assets in a

iS in Vesting a state of good repair.

The program also featured improvements to the region’s airports and

record $3.3 continued work on the deepening of New York Harbor, along with work
on rail freight connections to the region’s seaports. It included a variety

bl”IOn n I'eglonal of projects that will expand public transportation capacity between the

states in the years ahead, like the Access to the Region's Core (ARC)

transportatlon mass-transit tunnel and a comprehensive PATH modernization effort.
improvem en tS The ARC project is a partnership between NJ Transit and the

Port Authority to build a new commuter rail tunnel under the Hudson
during 2009. River between New York and New Jersey. With commuter rail passenger

demand growing, capacity in the existing 100-year-old Amtrak tunnel is

stretched to its limits. The ARC tunnel will double existing capacity.

The Port Authority has committed to contribute up to $3 billion for the '~—;-~r S
construction of the tunnel. The State of New Jersey will contribute more rf)ulﬁear modern o rE
than $2.5 billion, and it is anticipated that the remainder of the tunnel's , of the busy PATH system,
$8.7 billion cost will come from Federal Transit Administration (FTA) grants. - lncludlng tl?e replacement
With crucial environmental and FTA approvals now in place, work , of_the exnsiig ﬂeet_of
e e _ i f rail cars (above) with new
on the ARC project is planned to begin in 2009. Rail operations in the . 1 L PA5 cars (opposite page).

tunnel are planned to begin in 2017.
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The $3.3 billion, multiyear PATH modernization
program will complement the ARC project by providing
even more public transit capacity for trans-Hudson
commuters. It will include the purchase of an entire new
fleet of rail cars, signal improvements that will enable
trains to run more efficiently, station renovations that will
extend platforms at key stops to allow for longer trains,
and communications upgrades.

In 2008, the agency received delivery of the first set
of new PATH cars. This $490 million purchase of 340 new
cars will replace the entire existing PATH car fleet by 2011.

|

The Port Authority is working with NJ Transit on the Access to the Region’s Core project. It will include construction of a new
commuter rail tunnel between New York and New Jersey and a new station adjacent to Penn Station in Manhattan.

Airport Improvements
The Port Authority also continues to invest in the

region’s airports. This was most evident in September 2008,
when JetBlue dedicated the new Terminal 5 at John F.
Kennedy International Airport. The Port Authority provided
nearly $800 million for the new 26-gate, 635,000-square-
foot terminal, which is designed to handle up to 20 million
passengers per year. The Port Authority also opened a

You are Viewing an Archived Copy from the New Jersey State Library

new, $82 million, six-level, 1,500-space parking garage
that serves Terminal 5.

The agency also launched a $20 million planning
study for the redevelopment of Terminals 2 and 3 at JFK.
The terminals, which are both operated by Delta Air Lines,
handle more than 9 million of the airport's 47 million
annual travelers, and are the oldest passenger facilities at
the airport.

Since taking over the lease at Stewart International
Airport in 2007, the Port Authority has created more than
400 new parking spots, improved roadway access to

the terminal, added 200 new seats for passengers, and
staffed the terminal with Customer Care representatives.
The agency has committed to invest $500 million in
improvements at Stewart during the next decade.

Harbor Deepening

At the Port of New York and New Jersey, the Port
Authority continued working with the U.S. Army Corps of
Engineers on the Harbor Deepening Project, a multiyear

Our investments

are designed
to increase
transportation
capacity and
help reduce
regional
congestion.

effort to deepen the most significant shipping channels in
the harbor to 50 feet. This $1.5 billion project, which began
in 2005, will enable the New York-New Jersey port to
accommodate deeper draft cargo vessels. The Port
Authority also continued to achieve milestones in the
development of the comprehensive ExpressRail on-dock rail
system. The system, when fully built in 2011, will have the
capacity to handle 1.5 million cargo containers a year by rail.

Regional Mobility

At the Port Authority Bus Terminal in Manhattan, the
agency continued to negotiate with a private developer to
explore potential development of the air rights to develop
a 1.25-million-square-foot office tower atop the north wing.
Lease payments from the air rights would be used to fund
significant improvements to the terminal that would improve
traffic flow and reduce congestion.

The Port Authority is also undertaking planning for
the development of a West Side Bus Garage near the

Work continued in 2008 on the modernization of Terminal B
at Newark Liberty International Airport.

Tl

The Port Authority completed work on a new
ferry terminal at Battery Park City.in Manhattan.
Opening of the terminal was scheduled for early 20089.

Port Authority Bus Terminal, which will improve efficiency
during rush hours, as well as reduce traffic congestion,
noise, and pollution.

Planning has continued on the design of an All-Electronic
Toll System. The system would facilitate seamless regional
travel and eliminate existing tollbooths, reduce congestion,
enhance safety, and lower emissions.

By the end of 2008, the Port Authority had completed
work on a new state-of-the-art ferry terminal that will open
in early 2009 at the Battery Park City promenade
in Lower Manhattan.

Record Investment

At the end of 2008, with the weakening of both the
regional and national economies, the Port Authority’s
Board of Commissioners directed the agency to focus
on advancing “shovel ready” projects, like the ARC project,
in 2009 to complement federal efforts to use public
investments as an economic stimulus. The agency's 2009
budget calls for the largest amount of capital spending in
its history — $3.3 billion. To help pay for this record capital
spending, the agency is committed to a zero growth operating
budget for the coming year. The infusion of investment into
regional capital projects will help buffer the economic crisis
and address the region'’s infrastructure challenges.

However, it is clear that the Port Authority is not
recession-proof. The agency faces significant downward
pressure on its long-term capital financial capacity, and will
need to manage its long-term capital program in the context
of the new economic and fiscal realities.
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Travelers and JetBlue's Terminal 5 at JFK International Airport
Comm u tel' S opened in September 2008.

On the
Move

Every day, people in the New York-New Jersey region are on the
move. Commuters and travelers are part of a massive daily migration
through one of the most complex sets of transportation systems —
highways, bridges, tunnels, airports, and public transit — anywhere in
the world.

The Port Authority is in the middle of it all. As the owner, operator,
or developer of some of the busiest and most important transportation
links in the region, the agency helps nearly a million commuters and
travelers each day get to and from their destinations.

In 2008, after several years of remarkable growth in commuting

Nearly I million and traveling volumes, the Port Authority experienced a downturn in

some of its businesses — particularly in aviation and at the interstate

People eaCh vehicular crossings. However, most of the Port Authority’s public-transit-

oriented businesses — PATH, the New York bus terminals, and the

day rely on AirTrain systems — continued to grow in 2008.

- Overall, passenger traffic at the airports was down 2.7 percent,
POI't AUthOI'Ity to 107 million passengers, from the record 110 million passengers who

passed through the airports in 2007. International traffic increased 3.4

transportatlon percent, while domestic travel was down 5.4 percent.
o o At John F. Kennedy International Airport, passenger volume was
facilities to ' port passens

relatively flat from year to year, at 47.8 million annual passengers

help th em get in 2008. At Newark Liberty International Airport, passenger volume

declined 2.8 percent to 35.4 million annual passengers, and LaGuardia

to Wh ere th ey Airport was down 7.7 percent to 23.1 million passengers.

. Despite the decline in passenger volume at the region’s airports,
are gOIng_ the AirTrain public transit systems serving both JFK and Newark Liberty
airports continued a multiyear trend of significant growth. Combined,
the two systems carried 6.7 million paid riders in 2008, an 8 percent
increase above 2007.

Bl sECUmITY
B CHECKPOINT

Consistent with the regional and national upward trend in transit
use, ridership on the Port Authority’s PATH rail system was up
4.7 percent, at nearly 75 million annual passenger trips and with an
average weekday daily ridership of 252,000 passengers. In the wake of
the terrorist attacks on the World Trade Center in 2001, the PATH system

3
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suffered the most significant loss in customer volume
of all Port Authority businesses. In 2008, the system
recovered to its pre-2001 levels.

ettt -

The region’s travelers increasingly utilized AirTrain JFK
in 2008, as paid ridership grew by 8 percent

Bus passenger volumes at the agency's two New
York bus terminals were also up in 2008. The Port
Authority Bus Terminal in midtown Manhattan, the
busiest bus terminal in the world, handled 58.4 million
passengers in 2008, up 1.8 percent, and the George
Washington Bridge Bus Station was up 2.8 percent to
5.3 million annual passengers.

Bus passenger volume at the Journal Square
Transportation Center Bus Station in Jersey City, N.J.,
was down 10.8 percent to 8.1 million annual passengers.

Traffic, measured in annual eastbound trips, at the
Port Authority’s vehicular crossings declined by 2.6
percent, from 127 million to 123.7 million. The decline
was most apparent in automobile and truck traffic.

Bus volume increased by a fraction of a percent.

Improving Service at the Airports

Even with the downturn in air passenger volume
in 2008, flight delays and overall congestion within the
national air passenger system remain key service concerns.

The Port Authority, working with its Flight Delay
Task Force, a high-level group of influential aviation
industry stakeholders, has called for solutions that increase
capacity through investments in new technology.

The Flight Delay Task Force has recommended
more than 100 actions designed to reduce delays,
increase safety, and improve customer service. The task
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force and the Port Authority have endorsed fast-tracking
“NextGen" technology as a replacement for the current
outdated air traffic control system.

In July, the Board of Commissioners authorized
$68 million in work at both JFK and Newark Liberty
airports designed to reduce delays, enhance safety, and
increase capacity.

At the end of 2008, the Port Authority announced
an agreement with the Federal Aviation Administration
and Continental Airlines that will enable Newark Liberty
International Airport to become the nation’s first major
hub to test a new satellite navigation technology
designed to help reduce flight delays.

The Port Authority also implemented several other
programs to improve the customer experience at the
region’s airports. JFK was the first airport in the country
to install power poles for airline passengers to recharge
their portable electronic devices for free. The very
popular program was expanded to both Newark Liberty
and LaGuardia airports in 2008.

In conjunction with the opening of the new Terminal 5
at JFK, the Port Authority established a new Welcome
Center at the terminal designed to assist passengers
with ground transportation, hotel information, and other
related needs.

7~
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- SMARTLINK

In June 2008 the Port Authority launched
PATHSmartLinkCard.com for online account management.

PATH SmartLink

In February, the Port Authority celebrated the 100th
anniversary of the PATH rail transit system with free rides for
passengers and distributed vouchers for SmartLink cards at
all 13 PATH stations. The SmartLink card allows customers to
pass through turnstiles by tapping the card on a reader, rather
than by inserting or swiping fare cards. SmartLink cards,
which are permanent fare media containing microchips,
can be regularly replenished based on customers’ needs.

By the end of the year, the agency announced that
the SmartLink cards would be the preferred fare medium
on PATH, while continuing the option of allowing
MetroCard holders to ride on a pay-per-use basis.

Use of the PATH SmartLink has increased significantly
since the reusable cards were introduced in 2007, with more
than 120,000 riders holding them by the end of 2008.

Security

Ensuring traveler and commuter safety continues to
be a top priority for the Port Authority. Since 2001, the
agency has spent $3.7 billion in operating and capital
funds in order to enhance the safety and security of its
customers and employees.

In 2008, 181 new police officers graduated from
the Port Authority police academy. These police officers
will be patrolling the agency's transportation facilities.
They underwent a 25-week regimen that included learning
anti-terrorism techniques, advanced firearms training,
and state-of-the-art medical response programs.

The Port Authority’s
network of
transportation
services provides
key connections

in the region.

In 2007, the Port Authority had authorized the first
phase of the bollards project, which is designed to stop
vehicles that could potentially be used to transport
explosives into a terminal building. In May, the Board of
Commissioners authorized a $28.4 million project to

expand bollard protection at terminal frontages at Newark
Liberty International’s Terminal B and LaGuardia Airport's

Central Terminal Building. The Board also announced

approval of a $400 million grant from the U.S. Transportation

Security Administration for in-line baggage screening

improvements at the New York metropolitan region airports.

This allows the agency and its terminal operators to
integrate explosives-detection equipment in baggage belt

systems, so that passengers no longer have to carry their

luggage from check-in counters to screening locations.

Passenger safety and security are top priorities at the
Port Authority. The Port Authority Police are trained to patrol
the agency’s transportation facilities.
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Goods Movement
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Global trade is a critical business in the New York-New Jersey region.
A metropolitan area as large, affluent, and diverse as this requires a
sophisticated goods movement network, and the Port Authority plays a
vital role in the development and management of key elements of the
regional transportation system that keeps cargo flowing in New York and
New Jersey by sea, by air, and by land.

The Port of New York and New Jersey is the third-largest seaport
in North America and is the largest maritime cargo center on the East
Coast. The regional air cargo network has traditionally been a key North
American gateway for international air freight and a leading hub for

The region ’S domestic cargo.

In 2008, these goods movement systems felt the impacts of the

port and air economic downturn. This was particularly true for the region’s air cargo

network, which experienced volumes 10.2 percent below 2007. With the

Cargo faCIIItIeS recession deepening in 2009, along with continuing declines in

. - consumer demand, the Port Authority is projecting additional reductions
pI'OVIde a fll'm in cargo volume in 2009.

At the seaport facilities, where volumes of containerized cargo had

fo un datlon been growing steadily since 1993, container volumes — measured in
; 4 20-foot equivalent units, or TEUs — declined a little more than half of
to the region’s

1 percent from 2007's levels. The port handled 5.27 million TEUs in

econ Om}/. 2008, down from 5.3 million in 2097. However, the Nevv York—New.
Jersey port outperformed other major container ports in North America,
which saw an average drop of nearly 5 percent during 2008.

Overall general cargo tonnage was up 2.5 percent in 2008 to 33.6
million metric tons. The dollar value of the cargo moving through the
port rose 14 percent to $190 billion, a new record. The port handled
more than 1 million vehicles for import or export, an increase of
10 percent over 2007.

During the past 15 years, containerized cargo volume at the port
has increased more than 250 percent, from 1.97 million TEUs in 1993

International trade provides consumers
with access to a world of products:
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to 5.27 million TEUs last year. This remarkable growth reflects
the expansion of global trade over the period, but has also
been fostered by more than $2 billion in investments in port
infrastructure that have enabled the New York-New Jersey
port to increase overall terminal capacity and productivity.

The Port Authority continued its decade-long investment
in the redevelopment of the port's infrastructure during 2008.
With much of the container terminal realignment and
upgrading now complete, the program is focused significantly
on the completion of the ExpressRail system, a network of
intermodal rail links; and the U.S. Army Corps of Engineers’
deepening of key harbor channels to 50 feet (see page 16).

The ExpressRail system includes intermodal ship-
to-rail facilities at each of the major container terminal
complexes — in Elizabeth and Port Newark in New Jersey,
and at Howland Hook Marine Terminal in Staten Island.
The system also includes support yards and connecting
tracks that enable the port's terminal operators and railroads
to move double-stack container trains efficiently to and
from the marine terminals. In 2008, work continued on key
support yards and track for the ExpressRail network at Port
Newark and the Elizabeth-Port Authority Marine Terminal.
During 2008, the entire ExpressRail system set a new
record for cargo volume — transporting more than 377,000
containers for the year, up nearly 6 percent from 2007.

Future Cargo Needs

While cargo growth in the region is expected to be slow
in the short term due to the current economic downturn, the
long-term projections indicate that freight movements around
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the New York-New Jersey region should rise significantly
during the next 20 years. The Port Authority has been
working to develop solutions to the issue of how to
continue to move billions of dollars in freight throughout
a densely populated bistate region.

Freight movement issues are critical in the region, where
95 percent of goods are now moved by truck, resulting in
severe congestion on bridges and highways, and in air
quality issues for those who live and work in the region.

The agency launched a study to explore what it must
do to keep the Port of New York and New Jersey the
leading East Coast destination for international shippers.

Investments

in the region’s
ports have helped
international
trade grow
significantly in

the region over
the past decade.

The assessment will explore land use issues, including
terminal capacity and space that may be needed to handle
future cargo growth. It also will look at cargo projections and
ways to boost port productivity.

To begin to plan for future land use, in March, the Port
Authority acquired 115 acres on the eastern end of the Port
Jersey peninsula in Jersey City, N.J.,, for redevelopment of
new containerized cargo space. The property was added by
purchasing the remaining years on Northeast Auto Terminal's
auto processing facility lease with the Port Authority.

As part of a longer-term initiative, the Port Authority
announced in November that it will begin an Environ-
mental Impact Statement (EIS) process for the Cross
Harbor Freight Movement Project. The EIS, which is to
be completed by the end of 2010, will address three
goals: increase the region’s economic competitiveness,
decrease truck traffic congestion, and reduce pollution
and greenhouse gas emissions.

The Port Authority
has been working on
solutions to ensure
that freight continues
to move through the
region efficiently and
effectively.

As one of the first steps toward addressing the current
challenges with cross-harbor freight movement, the Port
Authority acquired New York New Jersey Rail, LLC, which
operates a rail float barge facility that transports rail cars
between the two states.

Air Cargo

A significant slowdown in global air cargo, and
particularly trade with Asia, contributed to a decline in cargo
movement at the New York-New Jersey region’s airports in
2008, from 2.6 million tons to 2.4 million tons of air cargo.
JFK International Airport dropped from 1.66 million tons in
2007 to 1.47 million tons in 2008, while Newark Liberty

Approximately $190 billion worth of cargo moved
through the region’s seaport in 2008

International dropped from .95 million tons to .87 million

tons during the same time frame. LaGuardia and Stewart
International airports, both with minimal amounts of air
cargo handled, also experienced declines.

Internationally, much of the decrease in tonnage is
attributed to a combination of the volatility of rising fuel
costs coupled with the general global financial crisis and
downturn. The transpacific market has been the toughest
for Port Authority airports. Several Asian carriers eliminated
or decreased direct freighter service on longer routes, such
as those to the New York-New Jersey region. However, the
New York-New Jersey region continued to be an attractive
market for air cargo. The New York Customs District
continued to rank as the number one U.S. region for air
cargo traffic.
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Sustainability

The Port Authority
has pledged to
become carbon
neutral by 2010.
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A Greener
Tomorrow

The Port Authority is committed to helping protect and preserve
the region’s environment and natural resources. As a result, the
agency has established some ambitious goals for its sustainability
programs and adopted an Environmental Sustainability Policy in
March 2008 that expanded the agency's long-standing environmental
goals and commitments.

The agency established a goal to become carbon neutral in its
operations by 2010. It has also pledged to make Stewart International
Airport the world's first carbon-negative airport. In the long term,
the agency aims to reduce its greenhouse gas emissions by 80 percent,
from 2006 levels, by 2050 through a targeted combination of capital
investments and operational changes.

A key mechanism that will allow the agency to achieve carbon
neutrality will be the purchase of carbon offsets in 2009. In October,
the agency authorized a contract for broker and related services and for
professional advisory services related to the carbon market. A component
of the public outreach will involve a new Web site that will allow
Port Authority tenants and customers to buy credits to offset carbon
emissions they create. This feature is planned to be available in 2009.

To help achieve the longer-term goals, the agency expects that
upward of $8 billion of its capital expenditures during the next decade
will help advance sustainability. Among these are public transit
investments, like the ARC tunnel and the PATH modemization; ExpressRail
on-dock rail systems at the seaport that will help reduce truck trips in
the region; and the installation of energy-efficient lighting systems at the
bridge and tunnel crossings.

In 2008, the agency undertook several initiatives to improve
environmental sustainability. Among them was the “Green Pass” program,
which offers substantial toll discounts for drivers with qualified low-
emission vehicles. Additionally, energy-efficient LED lights are replacing
mercury vapor lights at the George Washington Bridge. LED lighting
also will be installed in 2009 and 2010 in the Holland Tunnel.

L]

The agency is
undertaking a broad
range of initiatives

to attain a series of bold
sustainability goals.
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Energy-efficient

LED lights are replacing
mercury vapor lights

at the George
Washington Bridge.

To fulfill the pledge for carbon negativity at Stewart, the
agency has teamed with scientists at Rensselaer Polytechnic
Institute to develop programs that will reduce the airport’s
carbon footprint.

The Port Authority obtained a federal Environmental
Protection Agency grant that will help provide financial
incentives for truck owners operating within the Port District
to adopt specific emissions control retrofits. Another
program was adopted to help reduce diesel emissions from
operations at the port. In partnership with the New York
Container Terminal and the New York Power Authority, the
Port Authority authorized the installation of diesel particulate
filters and instituted a locomotive idle reduction program to
reduce nitrogen oxide emissions and energy consumption
at the Howland Hook Marine Terminal in Staten Island.

In 2008, the Port Authority purchased equipment
powered by low-sulfur diesel fuel and greener on-port
vehicles. The agency also instituted a policy of only
purchasing hybrid and
clean-technology vehicles
for its facility operations.

As part of the
Staten Island Ferry
Engine Retrofit and
Marine Vessel Engine
Replacement programs,
the Port Authority
provided an additional
$2.1 million to encourage
ferry and tugboat opera-
tors to replace or upgrade their engines with cleaner-burn-
ing diesel engines. These programs are designed to offset
additional emissions resulting from the deepening of the
harbor to 50 feet. The agency is working with the U.S. Army
Corps of Engineers to seek out beneficial uses for dredged
materials, including possible use at brownfield sites and
the capping of landfills.

Hybrid-powered buses are
operating at the region’s airports.

The agency is working to retrofit the airports to be able
to accommodate a new generation of larger aircraft that will
operate with quieter engines, reduced emissions, and better
fuel consumption.

At the World Trade Center construction project,
contractors and subcontractors now use the latest construction
methods to maximize efficiency, minimize waste and
pollution, conserve water, and reduce the impacts of the
site’s redevelopment. The latest in sustainable building
technologies have been designed into the construction
of One World Trade Center, which will be the most
environmentally sustainable project of its size in the world.

The new PATH car fleet will include an environmental
feature known as “regenerative braking" This will allow the
cars in a braking mode to return to the power system some
of the electrical power they use to accelerate.

Taken together, the Port Authority's sustainability goals
are designed to improve the environment of the New York-
New Jersey region, and will benefit the regional economy.

THE PORT AUTHORITY OF NY & NJ 225 Park Avenue South, New York, NY 10003

To the Board of Commissioners of
The Port Authority of New York and New Jersey

The Consolidated Financial Statements (the “Financial Statements”) of The Port Authority of New York and New Jersey
(including its wholly owned entities, collectively referred to herein as the “Port Authority”) as of and for the years
ended December 31, 2008, and December 31, 2007, are enclosed. Responsibility for both the accuracy of the data and
the completeness and faimess of the presentation in the Financial Statements rests with management of the Port Authority.
Management's Discussion and Analysis (“MD&A") of the Port Authority's financial performance and activity provides a
narrative introduction, overview, and analysis to accompany the Financial Statements and is supplemental information that
is required by the Governmental Accounting Standards Board. Schedules A, B, and C have been prepared in accordance with
Port Authority bond resolutions and are not intended to be a presentation in conformity with accounting principles
generally accepted in the United States of America (“GAAP"). Schedules D, E, F, and G include other supplementary
information presented for purposes of additional analysis and are not a required part of the Financial Statements.

Port Authority management is responsible for establishing and maintaining adequate internal controls over financial reporting
for the Port Authority. Internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements in accordance with GAAP. The Port Authority has
established a comprehensive framework of internal controls that includes maintaining records that accurately and fairly reflect
the transactions of the Port Authority; provide reasonable assurance that transactions are recorded as necessary for financial
statement preparation; and provide reasonable assurance that unauthorized use, acquisition, or disposition of company
assets that could have a material impact on the Port Authority's financial statements would be prevented or detected on a
timely basis. Because of its inherent limitations, internal control over financial reporting is not intended to provide absolute
assurance that a misstatement of the Financial Statements would be prevented or detected.

As officers of the Port Authority, we certified in connection with the release of the Financial Statements on February 20,
2009, that (a) to the best of our knowledge and belief, the financial and other information, including the summary of
significant accounting policies described in the Financial Statements, was accurate in all material respects and was reported
in a manner designed to present fairly the Port Authority’s net assets, changes in net assets, and cash flows, in conformity
with accounting principles generally accepted in the United States of America; and (b) on the basis that the cost of internal
controls should not outweigh their benefits, the Port Authority has established a comprehensive framework of internal
controls to protect its assets from loss, theft, or misuse, and to provide reasonable (rather than absolute) assurance
regarding the reliability of financial reporting and the preparation of the Financial Statements in conformity with GAAP.

A firm of independent auditors is retained each year to conduct an audit of the Financial Statements in accordance with
auditing standards generally accepted in the United States of America. The goal of the independent audit is to provide
reasonable assurance that these Financial Statements are free of material misstatement. The audit includes an examination,
on a test basis, of the evidence supporting the amounts and disclosures in the Financial Statements, an assessment

of the accounting principles used and significant estimates made by management, as well as the overall presentation

of the Financial Statements. In planning and performing their audit, the independent auditors gave consideration to the
Port Authority's comprehensive framework of internal controls in order to determine auditing procedures for the purpose
of expressing an opinion on the Financial Statements. The independent auditors' report is presented as the first component
in the financial section following this letter.

This letter of transmittal is designed to complement the MD&A and should be read in conjunction with the auditors’ report
and the audited Financial Statements.

29



You are Viewing an Archived Copy from the New Jersey State Library

Profile of the Port Authority

The Port Authority is a municipal corporate instrumentality and political subdivision of the States of New York and New Jersey,
which was established in 1921 to provide transportation, terminal, and other facilities of commerce within the Port District,
an area of about 1,500 square miles in both States centering around New York Harbor. The Port Authority raises the funds
necessary for the improvement, construction, or acquisition of its facilities, generally upon the basis of its own credit. It has
neither the power to pledge the credit of either State or any municipality, nor to levy taxes or assessments.

The Port Authority maintains an infrastructure of financial systems to record the financial results of operations and provide an
audit trail to be used in a review of accountability.

The financial planning process integrates an annual budget process with multiyear forecasting projections. Through the capital
plan and budget process, staff identifies strategic financial and operational issues that affect resource allocations; sets forth
an expenditure plan for the year that balances priorities across all agency lines of operation; and provides alternate financial
scenarios of proposed operating and financial arrangements and their impact on the agency's financial position. Each new
budget is separately considered and approved by the Port Authority's Board of Commissioners (“Board of Commissioners”),
although such approval does not in itself authorize specific expenditures, which are authorized from time to time by, or as
contemplated by, other specific actions of the Board of Commissioners.

The approved budget becomes a mechanism that facilitates the systematic review of program expenditures to ensure that
they are made consistent with statutory, contractual, and other commitments of the agency, the policies and financial decisions
of the Board of Commissioners, and the requirements of the By-Laws of the Port Authority. Forecasting models are used to assess
the agency's projected long-range financial condition; determine the financial feasibility of future capital investment; and
perform financial tests to measure fiscal risk and to ensure the organization's integrity in the credit markets. This comprehensive
approach to planning, budgeting, and forecasting enables the agency to identify, track, and take corrective action with respect
to the funding requirements needed to deliver the projects and services that the Port Authority provides.

Regional Economic Condition and Outlook

The regional economy is amid its steepest decline since the 1930s. This fall is directly related to the housing and financial
crises that led to the national recession and spread throughout the world economy in 2008. Nationwide, employment
plunged as industrial production declined precipitously; households and businesses reduced spending; foreign demand
slowed; credit tightened; and household wealth tumbled.

In 2008, U.S. real Gross Domestic Product (GDP) grew by a mere 1.1 percent; 2.6 million U.S. workers lost their jobs; and
the unemployment rate rose above 7 percent. Every component of aggregate demand contracted during the fourth quarter
of 2008, except for government purchases. From its peak in the third quarter of 2007 through the fourth quarter of 2008,
U.S. households lost an estimated one-fifth of their real net worth. Export sales, the major pillar of strength in 2007, weakened
in 2008 as economies around the world were pulled into the U.S.-led recession, resulting in an increase of 6.2 percent,
compared with an 8.4 percent growth the previous year. By mid-September, panic took hold in U.S. and global financial
markets, affecting valuations and assorted rates associated with mortgage-backed securities, asset-backed securities,
commercial paper, money market funds, credit default swaps, municipal bonds, and inter-bank lending. In the end, Wall Street's
prominent investment firms had either been taken over, converted to bank holding companies, or gone bankrupt.

There was, however, a lag before the New York-New Jersey economy began to feel the effects of this recession. Despite
dramatic losses on Wall Street, regional employment was essentially flat between 2007 and 2008. Job losses in Manufacturing
and Financial Services were offset by gains in other service sectors, most notably Education and Health Services. Domestic
and international travel to New York City grew slightly, as indicated by data from NYC & Company. Regional consumer prices
rose 3.9 percent, led by food and transportation prices, which increased 5.6 percent and 6.2 percent, respectively.
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Overall, the value of trade through the New York Customs District advanced by 9.3 percent, to $377.4 billion. Total
regional trade, marine and air, with China, the region’s major trading partner, rose by 12.6 percent, to $39.6 billion. While
regional trade with the U.K. increased by 2.1 percent, to $26.5 billion, and with Germany by 13.2 percent, to $25.9 billion.

By the latter part of 2008, though, several factors clearly indicated that the region was about to enter a deep recession.
Regional unemployment climbed from 4.8 percent in the first half of the year to 6 percent during the fourth quarter of 2008,
rising to 6.6 percent in December. Regional construction spending dropped 43 percent during the fourth quarter of 2008,
relative to the first three quarters. Vacancy rates for commercial properties in Manhattan climbed during the fourth quarter,
reaching 9.1 percent for Class A space. Overall asking rents dropped to $60.33 per square foot, from $64.64 at year-end
2007. Housing prices throughout the region began to decline, as well.

Reflecting the economic slowdown, activity levels at Port Authority facilities also decreased. Buffeted by a steep climb in jet
fuel prices during the first half of the year and the slowdown in consumer spending, aviation passenger traffic at the four
airports declined by 2.7 percent in 2008. Although international traffic climbed 3.4 percent, it was not enough to offset
the 5.4 percent fall in domestic air travel. During the fourth quarter, all four airports saw a decline of at least 3.7 percent
relative to the same period last year. Air cargo continued the slide begun in 2005, accelerating to a 10.2 percent decline,
from a 2.7 percent fall the previous year. General cargo at the port rose 2.5 percent in volume, to 33.6 million metric
tons, and increased by 14.7 percent in value, to $190.4 billion; but the level of containerized traffic fell by 0.6 percent, to
5.27 million TEUs. The nominal value of marine exports was up by 25 percent, to $51.6 billion, while the value of imports
increased by 11 percent, to $138.8 billion. Vehicular crossings over the Port Authority’s Hudson River crossings fell by

2.6 percent, with autos and trucks declining by 2.8 percent and 1.5 percent, respectively. Passenger volumes on PATH
bucked the trend, rising 4.7 percent to 75 million.

Governments across the globe have set in motion monetary and fiscal policies to revive economic activity. Despite these
efforts, world GDP is expected to decline, by 1.2 percent, for the first time since the Great Depression. International trade,
including both imports and exports to and from the U.S., will continue to decline substantially. U.S. output is also expected
to contract in 2009, as unemployment rises. The stimulus package enacted in February 2009 is expected to generate about
2.6 million U.S. jobs, enough to make up for last year's job decline, but far from the 5 to 6 million jobs that could be lost
during the current recession. Nominal household wealth is not expected to regain its 2007 level until sometime in 2014.
Real consumer spending is expected to decline in 2009, along with new home sales and housing starts. Commercial real
estate prices could drop severely in the next several quarters, as vacancy rates increase. On the positive side, inflation will
be significantly lower than in recent years as energy prices stabilize and excess economic capacity restrains cost and price
increases; and household saving rates will rise, as families attempt to restore their financial resources.

Within this context, the New York-New Jersey region will be facing a sizeable loss of jobs and a high unemployment rate for
the rest of this year and continuing into 2010. The region's financial industry will most likely experience hard times as falling
corporate profits, declining stock prices, and continued stress in the banking system all point to further job cuts in the industry.
Declines in construction are expected to accelerate throughout the region as home prices continue their descent and vacancy
rates in commercial real estate continue to rise. The baseline forecast is for a regional loss of 270,000 jobs in 2009, and an-
other 110,000 in 2010. The unemployment rate in the New York metro area is expected to peak at around 9.8 percent in the
second quarter of 2010. The region’s baseline inflation rate is expected to decline from 3.9 percent in 2008 to 1.3 percent in
2009 on an annual average basis, and then rise to 2.3 percent in 2010.

The Port Authority began to plan for this economic downturn in 2008 during the planning process to develop the 2009 Budget.
Recognizing that activity levels at our tunnels, bridges, airports, and ports were going to be impacted, the Port Authority initiated
aggressive cost-containment efforts calling for zero growth in 2009 operating expenses and authorized staffing levels. Going
forward, the Port Authority will continue to monitor the economic environment and develop sound budgets that are sustainable
and responsive to the needs of the region.
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Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (“GFOA") awarded a Certificate of
Achievement for Excellence in Financial Reporting to the Port Authority for its Comprehensive Annual Financial Report for the
fiscal year ended December 31, 2007. The Port Authority has received this award since 1984, making this the twenty-fourth
consecutive year that the Port Authority financial statements have achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must also satisfy both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive Annual Financial
Report continues to meet the Certificate of Achievement Program's requirements, and we are submitting it to the GFOA to
determine its eligibility for another certificate.

February 20, 2009

Christopher O. Ward
Executive Director

For the twenty-fourth
consecutive year, The Port
Authority of New York and
New Jersey was awarded

the Certificate of Achievement
for Excellence in Financial
Reporting by the Government
Finance Officers Association of
the United States and Canada
for its 2007 Comprehensive
Annual Financial Report.

T Bonn

A. Paul Blanco
Chief Financial Officer

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

The Port Authority
of New York and New Jersey

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2007
A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial

achieve the highest

TRMent accounting
and financial reporting.
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President
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Executive Director

Financial Section

The Port Authority of New York and New Jersey

Annual Financial Report for the Year Ended December 31, 2008

Prepared by the Comptroller's Department

THE PORT AUTHORITY OF NY & NJ
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Report of Independent Auditors

Deloitte.

Deloitte & Touche LLP

Two World Financial Center
New York, NY 10281-1414
USA

Tel: +1 212 436 2000

INDEPENDENT AUDITORS’ REPORT Fax: +1 212 436 5000
www.deloitte.com

Board of Commissioners

The Port Authority of New York and New Jersey

We have audited the accompanying consolidated financial statements of net assets of The Port Authority of New York and
New Jersey (the “Port Authority”) as of December 31, 2008 and 2007, and the related consolidated statements of revenues,
expenses, and changes in net assets, and cash flows for the years then ended. These consolidated financial statements are
the responsibility of the Port Authority’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for

the purpose of expressing an opinion on the effectiveness of the Port Authority’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining on a test basis, evidence supporting the
amounts and disclosures in the consolidated financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the net assets of the
Port Authority as of December 31, 2008 and 2007, and the changes in its net assets, and cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note J-12 to the consolidated financial statements, in 2008 the Port Authority changed its method of
accounting for pollution remediation obligations to conform to Governmental Accounting Standards Board (“GASB")
Statement No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations.

As described in Note A-4 to the consolidated financial statements, the Port Authority has prepared the accompanying
Schedules A, B, and C on a comprehensive basis of accounting in accordance with Port Authority bond resolutions, which
differs in some respects from accounting principles that are generally accepted in the United States of America. These
schedules are the responsibility of the Port Authority’s management. The differences between Schedules A, B, and C

and the consolidated financial statements are also described in Note A-4.

As such, in our opinion, because of the effects of the differences between the two bases of accounting referred to in the
preceding paragraph, Schedules A, B, and C do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the assets and liabilities of the Port Authority at December 31, 2008 and 2007,
or its revenues and reserves for the years then ended.

Member of
Deloitte Touche Tohmatsu




You are Viewing an Archived Copy from the New Jersey State Library

However, in our opinion, Schedules A, B, and C present fairly, in all material aspects, the assets and liabilities of the
Port Authority at December 31, 2008 and 2007, and its revenues and reserves for the years then ended, in accordance
with the requirements of the Port Authority bond resolutions as described in Note A-4.

The “Management Discussion and Analysis” is not a required part of the consolidated financial statements, but is
supplementary information required by the GASB. This supplementary information is the responsibility of the
Port Authority's management. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information. However,
we did not audit such information, and we do not express an opinion on it.

Our audits were conducted for the purpose of forming opinions on the consolidated financial statements and
Schedules A, B, and C taken as a whole. The supplemental information presented in Schedules D-1, D-2, D-3, D-4,

E, F, and G is presented for the purpose of additional analysis and is not a required part of the consolidated financial
statements. This supplemental information is the responsibility of the Port Authority’s management. Such information
has been subjected to the auditing procedures applied in our audits of the consolidated financial statements and, in our
opinion, is fairly stated in all material respects in relation to the consolidated financial statements taken as a whole.

B Adous

February 20, 2009

Management’s Discussion and Analysis
Year ended December 31, 2008

Introduction

The following discussion and analysis of the financial performance and activity of The Port Authority of New York and New Jersey and its wholly
owned entities, Port Authority Trans-Hudson Corporation (PATH), the Newark Legal and Communications Center Urban Renewal Corporation, the
New York and New Jersey Railroad Corporation, WTC Retail LLC, Port District Capital Projects LLC, Port Authority Insurance Captive Entity, LLC, 1
World Trade Center LLC and New York New Jersey Rail, LLC (all collectively referred to as the Port Authority), is intended to provide an introduction
to and understanding of the consolidated financial statements of the Port Authority for the year ended December 31, 2008, with selected
comparative information for the years ended December 31, 2007 and December 31, 2006. This section has been prepared by management of
the Port Authority and should be read in conjunction with the financial statements and the notes thereto, which follow this section.

Overview of 2008 Financial Results
Net assets of the Port Authority increased $894 million in 2008.

Gross operating revenues totaled $3.5 billion in 2008, representing a $336 million increase over 2007. The increase was primarily due to higher
toll and fare revenues, reflecting the impact of revised toll and fare schedules which became effective at the Port Authority’s six vehicular crossings
and the Port Authority Trans-Hudson rail system on March 2, 2008; higher rentals from fixed and activity-based rental agreements at the Port
Authority’s Aviation and Port facilities; and higher revenues from cost recovery agreements with the airlines.

Operating and maintenance expenses totaled $2.5 billion in 2008, which is $216 million higher than 2007. The increase was primarily due to the
assessment of liquidated damages for delays in turning over various components of the World Trade Center sites for Towers 2, 3 and 4 to the
Silverstein net lessees; higher contract service costs, mainly attributable to maintenance dredging, the operation of John F. Kennedy International
(JFK), Newark Liberty International (EWR) and Stewart International (SWF) airports; higher E-ZPass Program costs; and higher pollution
remediation costs reflecting the adoption of Governmental Accounting Standards Board Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations (GASB Statement No. 49).

Depreciation and amortization expense increased by $24 million in 2008 compared to 2007, primarily reflecting the full year impact of
transferring $900 million of construction in progress to completed construction in 2007; the transfer of $1.8 billion to completed construction in
2008, including $567 million associated with the new jetBlue Terminal at JFK; and increased investment in regional programs.

Net recoverable amounts related to the events of September 11, 2001 increased by $462 million in 2008 compared to 2007, primarily due to
the resolution of a portion of the Port Authority's property damage and business interruption insurance claims relating to the events of September
11, 2001 with certain of the insurers participation in the coverage applicable to such claims.

Non-operating revenues consisting of financial income, Passenger Facility Charges (PFCs), other contributions and insurance proceeds decreased
by $967 million in 2008 compared to 2007. The decrease was primarily due to the global settlement of the World Trade Center net lessees,
including 1 World Trade Center LLC (1 WTC LLC) and WTC Retail LLC, September 11, 2001 property damage and business interruption insurance
claims in 2007, and as a result of market valuation adjustments to investment securities.

Other Activities

* Through its ongoing capital plan, the Port Authority continues to demonstrate its commitment to the continued growth and economic
competitiveness of the region:

— Capital spending by the Port Authority reached $2.4 billion in 2008 with nearly $1 billion spent on the redevelopment of the World Trade
Center site, and in excess of $600 million spent on projects designed to maintain the safety and security of the agency's facilities.

— The Port Authority's 2009 Budget includes in excess of $3.3 billion in capital spending for investment in key regional projects such as the
continued rebuilding of the World Trade Center site; the Access to the Region’s Core Project (the ARC Project); the modemnization of the PATH
System, including the rollout of a new fleet of PATH rail cars; and the continued modemization of Terminal B at Newark Liberty International
Airport.

* The Port Authority issued a report outlining a comprehensive road map designed to guide the ongoing rebuilding efforts at the World Trade
Center site and bring a new level of certainty and control to the project. Among other things, the report sets forth a new timetable for
completion of the Freedom Tower between the second and fourth quarters of 2013 at a cost of approximately $3.1 billion, and for completion
of the World Trade Center Transportation Hub of between the fourth quarter of 2013 and the second quarter of 2014 at a cost of approximately
$3.2 billion. In addition, a construction solution was developed that allows for decoupling of the construction of the World Trade Center
Transportation Hub and the National September 11 Memorial & Museum, thereby ensuring the completion of the Memorial Plaza by September
11,2011.

* On June 30, 2008, the Board of Commissioners certified its opinion relating to the ARC Project as an additional facility of the Port Authority, and
increased the total project authorization for the Port Authority’s participation in the project to $3 billion. The ARC Project, which is
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currently estimated to cost $8.7 billion, is expected to include the construction of a new passenger rail tunnel under the Hudson River and

a new underground passenger terminal adjacent to Pennsylvania Station in New York City. The ARC Project will also provide associated rail
improvements to the Northeast Corridor between New York and New Jersey, facilitate efficient regional rail transportation, and ease congestion
on the Port Authority's bistate transportation network.

* In September 2008, the Port Authority acquired 100% of the membership interests in New York New Jersey Rail, LLC (NYNJ Rail) from Mid-
Atlantic New England Rail LLC for $15.4 million. NYNJ Rail is part of the National Railroad System and holds a Surface Transportation Board
Certificate of Convenience and Necessity which allows it to move freight by rail and barge across New York Harbor by means of float bridges
located in Jersey City, NJ and Brooklyn, NY. NYNJ Rail operates the only rail car float in New York Harbor, providing a key link for the movement
of freight into and out of the New York City market.

Overview of the Financial Statements

Management's discussion and analysis is intended to serve as an introduction to the Port Authority’s basic financial statements, including

the notes to the consolidated financial statements, financial schedules pursuant to Port Authority bond resolutions, and statistical and other
supplemental information. The basic financial statements, which are included in the Financial Section of this report, comprise the following:
the Consolidated Statements of Net Assets, the Consolidated Statements of Revenues, Expenses and Changes in Net Assets, the Consolidated
Statements of Cash Flows, and the Notes to the Consolidated Financial Statements.

Consolidated Statements of Net Assets

The Consolidated Statements of Net Assets present the financial position of the Port Authority at the end of the fiscal year and include all of its
assets and liabilities. Net assets represent the difference between total assets and total liabilities. A summarized comparison of the Port Authority's
assets, liabilities, and net assets follows:

2008 2007 2006
(In thousands)
ASSETS
Current assets $ 2,538,552 $ 3,723,049 $ 3,645,073
Noncurrent assets
Facilities, net 16,490,195 14,869,612 13,354,591
Other noncurrent assets 6,008,780 5,119,398 4,760,668
Total assets 25,037,527 23,712,059 21,760,332
LIABILITIES
Current liabilities 2,344,466 3,192,021 2,934,266
Noncurrent liabilities
Bonds and other asset financing obligations 10,949,849 9,524,310 9,137,305
Other noncurrent liabilities 1,911,848 2,058,447 2,054,358
Total liabilities 15,206,163 14,774,778 14,125,929
NET ASSETS
Invested in capital assets, net of related debt 7,526,446 6,609,691 5,872,518
Restricted 409,800 719,306 208,771
Unrestricted 1,895,118 1,608,284 1,553,114
Total net assets $ 9,831,364 $ 8,937,281 $ 7,634,403

The Port Authority's financial position remained strong at December 31, 2008, with assets of $25 billion and liabilities of $15.2 billion. Facilities,
net increased by $1.6 billion from 2007. This amount includes both completed facilities and construction in progress.

Net assets totaled approximately $9.8 billion at December 31, 2008, an increase of approximately $894 million over 2007. Invested in capital
assets, net of related debt, which totaled $7.5 billion at December 31, 2008, represents the largest of the three components of Port Authority
net assets and comprises investment in capital assets (such as land, buildings, improvements and equipment), less the related outstanding

Management’s Discussion and Analysis
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indebtedness used to acquire those capital assets. Net assets reported as restricted due to constraints imposed by agreements or legislation
totaled $410 million, comprising $306 million in insurance proceeds, which are restricted to business interruption obligations and redevelopment
expenditures of 1 WTC LLC, the Port Authority's wholly owned net lessee of the Freedom Tower and Tower 5, and WTC Retail LLC, the net lessee
of the retail components located at the WTC; $83 million for the Port Authority Insurance Captive Entity, LLC (PAICE); and $21 million in PFCs
restricted for use on projects or expenditures eligible for the application of PFCs. The balance of net assets at December 31, 2008 totaling 1.9
billion is unrestricted and may be used to meet ongoing Port Authority obligations.

Consolidated Statements of Revenues, Expenses and Changes in Net Assets

The change in net assets is an indicator of whether the overall fiscal condition of an organization has improved or worsened during the year.
Following is a summary of the Consolidated Statements of Revenues, Expenses and Changes in Net Assets:

2008 2007 2006
(In thousands)

Gross operating revenues $ 3,527,552 $ 3,191,626 $ 3,038,538
Operating expenses (2,463,692) (2,247,394) (2,112,624)
Depreciation and amortization (715,460) (691,869) (724,259)
Net recoverables (expenses) related to

the events of September 11, 2001 457,918 (4,563) (2,069)

Income from operations 806,318 247,800 199,586
Net non-operating expenses (496,562) (251,583) (319,907)
Contributions, PFCs and grants 584,327 1,306,661 638,951

Increase in net assets $ 894,083 $ 1,302,878 $ 518,630

Additional information on facility operating results can be found in Schedule E located in the Statistical and Other Supplemental Information
section of this report.

Revenues
A summary of gross operating revenues follows:

2008 2007 2006
(In thousands)

Gross operating revenues:

Rentals $1,079,634 $ 986,663 $ 952,431
Tolls and fares 1,054,801 800,244 798,682
Aviation fees 816,628 781,355 716,700
Parking and other 328,220 387,966 335,019
Utilities 169,576 149,537 146,822
Rentals - Special Project Bonds Projects 78,693 85,861 88,884

Total $3,527,552 $3,191,626 $3,038,538

2008 vs. 2007

Gross operating revenues totaled $3.5 billion for the year ended December 31, 2008, which is $336 million higher than 2007. The year-to-year
increase in operating revenues is primarily due to the following:

* Toll revenues from the Port Authority’s six vehicular crossings increased $242 million in 2008 compared to 2007. The increase comprised higher
revenues of $263 million from the revised toll schedules which became effective on March 2, 2008, partially offset by a decline of $21 million
stemming from lower vehicular activity.

PATH fares increased $13 million in 2008 compared to 2007 primarily due to the impact of the revised fare schedule which went into effect on
March 2, 2008 and increased ridership levels.
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* Rental revenues increased by $93 million in 2008 compared to 2007 due to higher fixed and activity-based rentals from major tenants at
Aviation and Port facilities, including Delta Airlines at LaGuardia Airport (LGA) and JFK, JFK International Air Terminal LLC (JFKIAT) at JFK and APM
North America at the Elizabeth-Port Authority Marine Terminal (EPAMT).

* Aviation fees increased by $35 million year-to-year mainly due to higher revenues from cost recovery agreements with the airlines operating at
JFK, LGA and EWR.

* Parking and other revenues decreased by $60 million in 2008 compared with 2007 primarily due to one-time payments received in 2007
in connection with Port tenant ownership change transactions pertaining to certain tenants at Port Newark (PN), the Howland Hook Marine
Terminal and the EPAMT.

2007 vs. 2006

Gross operating revenues totaled approximately $3.2 billion for the year ended December 31, 2007, which is $153 million higher than 2006. The
year-to-year increase in operating revenues is primarily due to the following:

* Aviation fees increased by $66 million year-to-year reflecting higher revenues from cost recovery agreements with the airlines operating at JFK,
LGA and EWR and the impact of a rate increase in Federal Inspection and General Terminal charges at EWR which went into effect January 2007.

* Parking and other revenues increased by $51 million in 2007 compared to 2006 primarily due to the receipt of one-time port consent fees for
the transfer of marine terminal leaseholds.

* Rental revenues increased by $34 million in 2007 compared to 2006 primarily due to higher fixed and activity-based rentals from major tenants
at Aviation and Port facilities.

Expenses
A summary of operating expenses follows:

2008 2007 2006
(In thousands)

Operating expenses:

Employee compensation, including benefits $ 941,289 $ 922,671 $ 840,640
Contract services 670,489 587,730 590,197
Materials, equipment and other 314,722 212,147 187,996
Rents and amounts in-lieu-of taxes 274,916 271,073 254,178
Utilities 183,583 167912 150,729
Interest on Special Project Bonds 78,693 85,861 88,884

Total $2,463,692 $2,247,394 $2,112,624

2008 vs. 2007

Operating expenses totaled $2.5 billion in 2008, which is $216 million higher than 2007. The year-to-year increase is primarily due to
the following:

* Costs for materials, equipment and other items increased by $103 million in 2008 due to $70 million in liquidated damages for delays in
turning over various components of the World Trade Center sites for Towers 2, 3 and 4 to the Silverstein net lessees, and higher pollution
remediation costs of $34 million stemming from the adoption of GASB Statement No. 49.

* Contract service costs increased by $83 million primarily due to increased costs associated with the operation of JFK, EWR and SWF, increased
maintenance dredging costs at New York and New Jersey Marine Terminals, and higher E-ZPass Program costs.

* Employee compensation costs increased by $19 million primarily due to higher police costs related to ongoing security measures at Port
Authority facilities.

* Utility costs increased by $16 million in 2008 compared to 2007 primarily due to higher electricity and steam costs.

2007 vs. 2006

Operating expenses, which exceeded $2.2 billion in 2007, were $135 million higher than 2006, primarily due to the following:

Management’s Discussion and Analysis
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¢ Employee compensation costs increased by $82 million primarily due to higher police and security costs resulting from continued heightened
security levels at Port Authority facilities.

* Costs for materials, equipment and other items increased by $24 million in 2007 primarily due to an increase in reserves for Incurred But Not
Reported (IBNR) claims associated with public liability and workers’ compensation insurance.

* Rents and amounts in-lieu-of taxes increased by $17 million primarily due to higher rents due the Cities of New York and Newark covering the
operation of LGA and JFK, and EWR and PN, respectively.

e Utility costs increased by $17 million in 2007 compared to 2006 primarily due to higher electricity costs and increased consumption.
Depreciation and Amortization
A summary of depreciation and amortization expenses follows:

2008 2007 2006
(In thousands)

Depreciation and amortization:

Depreciation of facilities $644,620 $632,553 $674,940
Amortization of costs for regional programs 70,840 59,316 49,319
Total $715,460 $691,869 $724,259

2008 vs. 2007

Depreciation and amortization expense totaled $715 million in 2008, an increase of $24 million over 2007. The year-to-year increase primarily
reflects the full year impact of transferring $900 million of construction in progress to completed construction in 2007, the transfer of $1.8 billion
to completed construction in 2008, including $567 million associated with the new jetBlue Terminal at JFK, and increased investment in regional
programs.

2007 vs. 2006

Depreciation and amortization expense totaled $692 million in 2007, a decline of $32 million from 2006. The year-to-year decrease primarily
reflects the fact that the accelerated retirement of the temporary WTC PATH Station, the Red Hook Container Terminal and the Brooklyn Piers was
completed in 2006. The decline in depreciation resulting from the retirement of these assets was partially offset in 2007 by increased investment
in regional programs; the full year impact of transferring $1 billion of construction in progress to completed construction in 2006; and the
additional depreciation expense related to the $900 million in transfers which were completed in 2007.

Non-operating Revenues and Expenses

2008 2007 2006
(In thousands)

Non-operating revenues and (expenses):

Interest income $ 98,758 $ 138,357 $ 90,759
Net (decrease) increase in fair value of investments (103,734) 91,455 47,209
Interest expense in connection with bonds and other asset financing (488,463) (493,689) (454,134)
Net gain (loss) on disposition of assets 7 17,011 (3,741)
Pass-through grant program payments (3,130) 4,717) (6,832)

Net non-operating expenses $(496,562) $(251,583) $(326,739)
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2008 vs. 2007

Financial income decreased by $235 million in 2008 compared with 2007 as a result of market valuation adjustments to investment securities of
$195 million, and lower earnings on investment securities and 1 WTC LLC and WTC Retail LLC insurance proceeds reflecting a lower interest rate
environment and lower average balances of insurance proceeds.

2007 vs. 2006

Financial income totaled $230 million in 2007, which is $92 million higher than 2006. The year-to-year increase is primarily due to higher market
valuation adjustments on investment securities, and interest income earned on 1 WTC LLC and WTC Retail LLC insurance proceeds. Financial
expense of $494 million increased by $40 million from 2006, primarily reflecting higher average balances of outstanding consolidated bonds and
notes in 2007 compared to 2006. The net gain of $17 million realized in 2007 from the disposition of assets is attributable to the sale of land at
the Lincoln Tunnel (LT).

Passenger Facility Charges and Other Contributions

2008 2007 2006
(In thousands)
Contributions in aid of construction $313,078 $ 313,504 $250,904
Passenger Facility Charges 211,667 221,380 192,509
1 WTC LLC/WTC Retail LLC insurance proceeds 49,771 760,467 184,901
Grants 9,811 11,310 17,469
Net PFCs and other contributions $584,327 $1,306,661 $645,783

2008 vs. 2007

PFCs, grants, restricted insurance proceeds and other contributions totaled $584 million in 2008, which represents a $722 million decrease
from 2007. The year-to-year decrease is primarily due to the global settlement of the World Trade Center net lessees, including 1 WTC LLC and
WTC Retail LLC, September 11, 2001 property damage and business interruption insurance claims in 2007. PFC collections were also lower by
approximately $10 million in 2008 due to a decline in passenger activity levels.

2007 vs. 2006

PFCs, grants, restricted insurance proceeds and other contributions totaled $1.3 billion in 2007, which is $663 million higher than 2006. The year-
to-year increase is primarily due to the receipt of approximately $576 million in additional insurance proceeds restricted to business interruption
and redevelopment costs of 1 WTC LLC and WTC Retail LLC; higher capital expenditures on projects eligible for federal funding from the Federal
Transit Administration (FTA); and higher PFC collections reflecting the full year impact of the increase from $3.00 to $4.50 in the PFC imposed on
enplaned passengers, which went into effect April 1, 2006, and higher passenger volumes at the airports.

Capital Construction Activities

Port Authority expenditures for capital construction projects, including amounts accrued, totaled $2.4 billion in 2008, $2.3 billion in 2007 and $1.6
billion in 2006. Following is a chart of net capital expenditures for the last three years summarized by line of business:

Funding sources for the $2.4 billion spent by the Port Authority on capital investment in 2008 were as follows: $764 million was funded with
proceeds derived from the issuance of capital obligations; $209 million was funded by FTA contributions in aid of construction; $92 million was
funded through Federal Aviation Administration (FAA) grants; $143 million was funded by PFCs; and the balance of approximately $1.15 billion
was paid from Port Authority funds and other contributions.

Additional capital investment information on Port Authority facilities can be found in Note B to the consolidated financial statements and in
Schedule F located in the Statistical and Other Supplemental Information section of this report.

2009 Planned Capital Expenditures

The 2009 Budget includes capital spending of approximately $3.3 billion as depicted in the following chart:
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Funding sources for the $2.4 billion spent by the Port Authority on capital investment in 2008 were as follows: $764 million was funded with
proceeds derived from the issuance of capital obligations; $209 million was funded by FTA contributions in aid of construction; $92 million was
funded through Federal Aviation Administration (FAA) grants; $143 million was funded by PFCs; and the balance of approximately $1.15 billion
was paid from Port Authority funds and other contributions.

Additional capital investment information on Port Authority facilities can be found in Note B to the consolidated financial statements and in
Schedule F located in the Statistical and Other Supplemental Information section of this report.

2009 Planned Capital Expenditures

The 2009 Budget includes capital spending of approximately $3.3 billion as depicted in the following chart:

2009 Planned Capital Expenditures

(In millions)
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Major elements of the 2009 Capital Plan include:

* Continued rebuilding of the WTC Site, including the permanent WTC Transportation Hub, the Freedom Tower, WTC Retail Redevelopment, the
WTC Memorial and certain WTC Site Infrastructure

* Redevelopment of Terminal B at EWR, completion of the jetBlue Domestic Terminal at JFK, and the continuing development of Stewart
International Airport

* Procurement of new PATH rail cars and the commencement of a station improvement program

* Continued planning efforts for the modernization of the Goethals Bridge and the rehabilitation of the Holland Tunnel Ventilation System
* Ongoing Port Commerce facilities capacity improvements including rail and roadway enhancements, as well as channel deepening

* Planning and Site Acquisition for the ARC Project

* Various facility security projects, including detection and mitigation systems and structural hardening

Capital Financing and Debt Management
As of December 31, 2008, bonds and other asset financing obligations of the Port Authority totaled approximately $12 billion.

During 2008, the Port Authority issued $1.6 billion in consolidated bonds. Of this amount, $543 million was allocated to fund capital construction
projects, and $1.057 billion was used to refund existing outstanding obligations in 2008.

Listed below is a summary of credit ratings that are assigned to the outstanding obligations of the Port Authority. On March 10, 2008, the Port
Authority’s outstanding consolidated bonds and versatile structure obligations were upgraded by Moody's to Aa3 from A1 and to A1 from A2,
respectively. All other ratings for the obligations outstanding in 2007 have remained the same for 2008. During 2008, Moody's, Standard and
Poor's and Fitch considered the Port Authority's outlook as stable.

OBLIGATION S&P Fitch Moody's
Consolidated Bonds AA- AA- Aa3
Consolidated Notes SP-1+ Fl+ MIG1
Commercial Paper A-T+ F1+ P-1

VSO Short Term A-1+ Fl+ VMIG1
VSO Long Term A+ A+ Al

Each rating reflects only the view of the ratings service issuing such rating and is not a recommendation by such ratings service to purchase, sell or
hold any maturity of Port Authority bonds or as to market price or suitability of any maturity of the bonds for a particular investor. An explanation of
the significance of a rating may be obtained from the ratings service issuing such rating. There is no assurance that any rating will continue for any
period of time or that it will not be revised or withdrawn. A revision or withdrawal of a rating may have an effect on market price.

Versatile Structure Obligations (VSO) Series 7 issued in July 2007 and VSO Series 8 issued in October 2007, in a total aggregate principal
amount of $700 million, were issued as auction rate securities with interest at rates reset periodically through an auction process conducted

by an independent financial institution appointed as an auction agent by the Port Authority for such purposes. From their respective dates of
issuance through May 1, 2008, the date by which the Port Authority refunded VSO Series 7 and Series 8 in their entirety, through the issuance
of consolidated bonds and commercial paper obligations, the interest rates ranged from 3.309% to 20%. This broad fluctuation in interest rates
was due to volatility in the financial markets, in part caused by the sub-prime mortgage market and resulting credit rating downgrades of various
municipal bond insurers, which led to a significant increase in the interest rates generally applicable to auction rate securities regardless of the
issuer of such securities. The Port Authority currently has no exposure to the auction rate securities market.

Additional information on Port Authority debt can be found in Note D to the consolidated financial statements.

Consolidated Statements of Net Assets

December 31,

2008 2007
(In thousands)
ASSETS
Current assets:
Cash $ 350,714 $ 89,233
Restricted cash 321,190 493,677
Investments 1,272,071 2,557,858
Restricted investments 4,449 -
Current receivables, net 374,005 398,268
Other current assets 180,799 159,331
Restricted receivables and other assets 35,324 24,682
Total current assets 2,538,552 3,723,049
Noncurrent assets:
Restricted cash 7,346 215,313
Investments 2,004,202 849,551
Restricted investments - PAICE 68,341 -
Other amounts receivable, net 535,155 741,378
Deferred charges and other noncurrent assets 1,481,140 1,280,151
Restricted deferred/other noncurrent assets - PAICE 15,908 15,055
Amounts receivable - Special Project Bonds Projects 1,107,006 1,252,622
Unamortized costs for regional programs 789,682 765,328
Facilities, net 16,490,195 14,869,612
Total noncurrent assets 22,498,975 19,989,010
Total assets 25,037,527 23,712,059
LIABILITIES
Current liabilities:
Accounts payable 716,799 778,875
Accrued interest and other current liabilities 515,780 321,287
Restricted other liabilities - PAICE 271 382
Accrued payroll and other employee benefits 131,820 116,991
Current portion bonds and other asset financing obligations 979,796 1,974,486
Total current liabilities 2,344,466 3,192,021
Noncurrent liabilities:
Accrued pension and other noncurrent employee benefits 609,326 632,059
Other noncurrent liabilities 160,375 152,963
Restricted other noncurrent liabilities - PAICE 35,141 20,803
Amounts payable - Special Project Bonds 1,107,006 1,252,622
Bonds and other asset financing obligations 10,949,849 9,524,310
Total noncurrent liabilities 12,861,697 11,582,757
Total liabilities 15,206,163 14,774,778

NET ASSETS

$ 9,831,364

$ 8,937,281

Net assets are composed of:
Invested in capital assets, net of related debt
Restricted:
1 WTC LLC/WTC Retail LLC insurance proceeds
Passenger Facility Charges
Port Authority Insurance Captive Entity, LLC
Unrestricted

$ 7,526,446

305,470
20,938
83,392

1,895,118

$ 6,609,691

657,077
24,668
37,561

1,608,284

Net assets

$ 9,831,364

$ 8,937,281

See Notes to Consolidated Financial Statements
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Consolidated Statements of Revenues, Expenses and Changes in Net Assets Consolidated Statements of Cash Flows
Year ended December 31, Year ended December 31,
2008 2007 2008 2007
(In thousands) (In thousands)
Gross operating revenues: 1. Cash flows from operating activities:
Rentals $1,079,634 $ 986,663 Cash received from operations $ 3,585,321 $ 3,134,717
Tolls and fares 1,054,801 800,244 Cash received related to the events of September 11, 2001 459,825 -
Aviation fees 816,628 781,355 Cash paid to suppliers (1,142,423) (1,113,584)
Parking and other 328,220 387,966 Cash paid to or on behalf of employees (948,231) (901,386)
Utilities 169,576 149,537 Cash paid to municipalities (268,518) (270,933)
Rentals - Special Project Bonds Projects 78,693 85,861 Cash payments related to the events of September 11, 2001 (1,457) (4,954)
Total gross operating revenues 3,527,552 3,191,626 Net cash provided by operating activities 1,684,517 843,860
Operating expenses: Cash flows from noncapital financing activities:
Employee compensation, including benefits 941,289 922,671 Proceeds from insurance related to 1 WTC LLC/WTC Retail LLC 49,771 943,230
Contract services 670,489 587,730 Proceeds from sale of noncapital financing obligations 11,045 75,000
Materials, equipment and other 314,722 212,147 Proceeds from noncapital obligations issued for refunding purposes 350,000 350,000
Rents and amounts in-lieu-of taxes 274,916 271,073 Principal paid through noncapital obligations refundings (350,000) (350,000)
Utilities 183,583 167,912 Payments for Fund buy-out obligation (43,211) (43,216)
Interest on Special Project Bonds 78,693 85,861 Interest paid on noncapital financing obligations (2,675) (13,240)
Total operating expenses 2,463,692 2,247,394 Grants 10,648 12915
Net (recoverables) expenses related to the events of September 11, 2001 (457,918) 4,563 Net cash provided by noncapital financing activities 25,578 974,689
Depreciation of facilities 644,620 632,553 Cash flows from capital and related financing activities:
Amortization of costs for regional programs 70,840 59,316 Proceeds from sales of capital obligations 657,163 692,033
Income from operations 806,318 247,800 Principal paid on c?pltal o'bllg'atlon's ' (233,050) (287,584)
Proceeds from capital obligations issued for refunding purposes 2,009,010 2,556,936
Non-operating revenues and (expenses): Principal paid through capital obligations refundings (2,009,010) (2,556,936)
Interest income 98,758 138,357 Interest paid on capital obligations (538,965) (555,978)
Net (decrease)/increase in fair value of investments (103,734) 91,455 Investment in facilities and construction of capital assets (2,419,266) (1,967,827)
Interest expense in connection with bonds and other asset financing (488,463) (493,689) Financial income allocated to capital projects 2,305 7,660
Net gain on disposition of assets 7 17,011 Investment in regional programs (95,194) (173,454)
Pass-through grant program payments (3,130) 4,717) Proceeds from disposition of assets 7 17,155
Net non-operating expenses (496,562) (251,583) Proceeds from Passenger Facility Charges (includes interest income) 215,407 220,941
Contributions in aid of construction 357,279 237,285
Contributions, Passenger Facility Charges and Grants:
Contributions in aid of construction 313.078 313504 Net cash used for capital and related financing activities (2,054,314) (1,809,769)
Passenger Facility Charges 211,667 221,380 Cash flows from investing activities:
1 WTC LLC/WTC Retail LLC insurance proceeds 49,77 760,467 Purchase of investment securities (39,482,863) (39,404,164)
Grants 9,811 11,310 Proceeds from maturity and sale of investment securities 39,610,429 39,808,182
Total contributions, passenger facility charges and grants 584,327 1,306,661 Interest received on investment securities 79177 103,650
Other interest income received 18,503 28,859
Increase in net assets 894,083 1,502,878 i ] ] o
Net assets, JanUary 1 58,937,281 $716341403 Net cash prOVIded by aneStlng activities 225,246 536,527
Net assets, December 31 $9,831,364 $8,937,281 Net (decrease) increase in cash (118,973) 545,307
Cash at beginning of year 798,223 252,916
Cash at end of year $ 679,250 $ 798,223

See Notes to Consolidated Financial Statements See Notes to Consolidated Financial Statements
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Consolidated Statements of Cash Flows
(continued)

Year ended December 31,

2008 2007
(In thousands)
2. Reconciliation of income from operations to net
cash provided by operating activities:
Income from operations $ 806,318 $ 247,800
Adjustments to reconcile income from operations to net cash
provided by operating activities:
Depreciation of facilities 644,620 632,553
Amortization of costs for regional programs 70,840 59,316
Amortization of other assets 42,581 35,080
Change in operating assets and operating liabilities:
Decrease in receivables 138,297 20,155
Increase in deferred charges and other assets (132,946) (142,992)
Increase (decrease) in payables 42,525 (21,836)
Increase (decrease) in other liabilities 80,184 (6,373)
(Decrease) increase in accrued payroll, pension and other employee benefits (7,902) 20,157
Total adjustments 878,199 596,060
Net cash provided by operating activities $1,684,517 $ 843,860

3. Capital obligations:
Consolidated bonds and notes, commercial paper, variable rate master notes and versatile structure obligations.

4. Noncash Investing, Capital and Financing Activities:

Noncash activity of ($60,699,000) in 2008 and $37,979,000 in 2007 includes amortization of discount and premium on consolidated bonds
and notes, accretion associated with capital appreciation bonds and amounts payable in connection with Special Project Bonds. Noncash

capital financing did not include any activities that required a change in fair value.

The existing capital receivable, in connection with the Silverstein net lessees’ capital investment associated with Towers 2, 3 and 4 at the World
Trade Center site, was reduced by $170 million in 2008. As of December 31, 2008 the outstanding receivable totaled $417.7 million.

The market value of the three unhedged swaps was $197,842,757 as of December 31, 2008 (see Note D).

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

Note A - Nature of the Organization and Summary of Significant Accounting Policies

1. Reporting Entity

a. The Port Authority of New York and New Jersey was created in 1921 by Compact between the two States, consented to by the Congress

of the United States. The Compact envisions the Port Authority as being financially self-sustaining. As such, the agency must raise the funds
necessary for the improvement, construction or acquisition of its facilities and their operation generally upon the basis of its own credit. Cash
derived from Port Authority operations and other cash received may be disbursed only for specific purposes in accordance with provisions of
various statutes and agreements with holders of its obligations and others. The costs of providing facilities and services to the general public on a
continuing basis are recovered primarily from operating revenue sources, including rentals, tolls, fares, aviation fees and other charges.

b. The Governor of each State, with the consent of the respective State Senate, appoints six of the twelve members of the governing Board of
Commissioners. The Commissioners serve without remuneration for fixed six-year overlapping terms. Meetings of the Commissioners of the Port
Authority are open to the public in accordance with policies adopted by the Commissioners. The actions taken by the Commissioners at Port
Authority meetings are subject to gubernatorial review and may be vetoed by the Governor of their respective State.

¢. The Audit Committee, which consists of four members of the Board of Commissioners other than the Chair and Vice Chair, provides oversight
of the quality and integrity of the Port Authority's framework of internal controls, compliance systems and the accounting, auditing and financial
reporting processes. The Audit Committee retains the independent auditors and reviews their performance and independence. The independent
auditors are required to provide written disclosure of, and discuss with the Committee, any significant relationships or issues that would have a
bearing on their independence. The Audit Committee meets directly, on a regular basis, with the independent auditors, a law firm retained to
address certain Audit Committee matters, and management of the Port Authority. The Chair of the Audit Committee periodically advises the Board
of Commissioners on the activities of the Committee.

d. The consolidated financial statements and schedules include the accounts of The Port Authority of New York and New Jersey and its wholly
owned entities, Port Authority Trans-Hudson Corporation (PATH), the Newark Legal and Communications Center Urban Renewal Corporation,
the New York and New Jersey Railroad Corporation, WTC Retail LLC, Port District Capital Projects LLC, Port Authority Insurance Captive Entity, LLC
(PAICE), 1 WTC LLC and NYNJ Rail LLC (all collectively referred to as the Port Authority).

2. Basis of Accounting

a. The Port Authority’s activities are accounted for using the flow of economic resources measurement focus and the accrual basis of accounting.
All assets, liabilities, net assets, revenues and expenses are accounted for in an enterprise fund with revenues recorded when earned and
expenses recorded at the time liabilities are incurred.

b. In accordance with the GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Activities
That Use Proprietary Fund Accounting, the Port Authority follows the pronouncements of the GASB in its accounting and financial reporting. Also,
in accordance with GASB Statement No. 20, the Port Authority follows the pronouncements of all applicable Financial Accounting Standards
Board Statements and Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the Committee on Accounting
Procedure issued on or before November 30, 1989, unless they conflict with or contradict GASB guidance.

3. Significant Accounting Policies

a. Facilities are carried at cost. The costs for facilities include net interest expense incurred from the date of issuance of the debt to finance
construction until the capital project is completed and ready for its intended use. Generally, costs in excess of $100,000 for additions, asset
replacements and/or asset improvements that benefit future accounting periods or are expected to prolong the service lives of assets beyond
their originally assigned lives are capitalized (see Note B). Facilities do not include regional programs undertaken at the request of the Governor of
the State of New Jersey or the Governor of the State of New York (see Note H).

b. Depreciation of facilities is computed using the straight-line method during the estimated useful lives of the related assets (see Note B). The
useful lives of assets are developed by the various related disciplines in the Port Authority's Engineering Department utilizing past experience,
standard industrial expectations, and external sources such as consultants, manufacturers and contractors. Useful lives are reviewed periodically for
each specific type of asset class. Asset lives used in the calculation of depreciation are generally as follows:

Buildings, bridges, tunnels and other structures 25 to 100 years
Machinery and equipment 5 to 35 years
Runways, roadways and other paving 7 to 20 years
Utility infrastructure 20 to 40 years

Assets located at facilities leased by the Port Authority from others are depreciated over the lesser of the remaining term of the facility lease or the
asset life stated above.
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Notes to Consolidated Financial Statements
(continued)

Costs of regional programs are deferred and amortized on a straight-line basis over the period benefited up to a maximum of 15 years (see
Note H). In addition, certain operating costs, which provide benefits for periods exceeding one year, are deferred and amortized over the period
benefited.

¢. Cash consists of cash on hand and short-term cash equivalents. Cash equivalents are made up of negotiable order of withdrawal (NOW)
accounts, United States Treasury bills and money market funds maturing within ninety days.

d. Restricted cash is primarily comprised of insurance proceeds of 1 WTC LLC and WTC Retail LLC, which are restricted to business interruption
and redevelopment expenditures of these entities, and operating cash restricted for use by PAICE.

e. Statutory reserves held by PAICE, as required by law, are restricted for purposes of insuring certain risk exposures.

f. Inventories are valued using an average cost method which prices items on the basis of the average cost of all similar goods remaining in stock.
Inventory is reported as a component of “Deferred charges and other noncurrent assets” on the Consolidated Statements of Net Assets.

g. Operating revenues are derived principally from rentals, tolls, fares, aviation and port fees, and other charges for the use of, and privileges at Port
Authority facilities, and amounts reimbursed for operating activities. Operating expenses include those costs incurred for the operation, maintenance
and security of Port Authority facilities. All other revenues, including financial income, Passenger Facility Charges (PFCs), contributions in aid of
construction, grants, insurance proceeds and gains resulting from the disposition of assets, if any, are reported as non-operating revenues, and

all other expenses, such as interest expense, losses resulting from the disposition of assets, and pass-through grant program payment costs are
reported as non-operating expenses.

h. Pursuant to the Aviation Safety and Capacity Expansion Act of 1990, the Port Authority had been authorized to impose a $3 Passenger Facility
Charge on enplaned passengers. In January 2006, the Port Authority received approval to increase the PFC imposed on enplaned passengers
from $3.00 to $4.50, effective April 1, 2006. Amounts attributable to the collection and investment of PFCs are restricted and can only be used
for Federal Aviation Administration (FAA) approved airport-related projects. Revenue derived from the collection of PFCs, net of the air carriers’
handling charges, is recognized and accrued as non-operating revenue when the passenger activity occurs and the fees are due from the air
carriers. PFC revenue applied to eligible capital projects is reflected as a component of “Facilities, net”

i. All Port Authority investment values which are affected by interest rate changes have been reported at their fair value, using published market
prices. The Port Authority uses a variety of financial instruments to assist in the management of its financing and investment objectives, and may
also employ hedging strategies to minimize interest rate risk and enters into various derivative instruments, including options on United States
Treasury securities, repurchase and reverse repurchase (yield maintenance) agreements, United States Treasury and municipal bond futures
contracts (see Note C) and interest rate exchange contracts (swaps) (see Note D).

j-  When issuing new debt for refunding purposes, the difference between the acquisition price of the new debt and the net carrying amount of the
refunded debt is deferred and amortized using the straight-line method as a component of interest expense over the remaining life of the old debt
or the life of the new debt, whichever is shorter.

k. The preparation of the consolidated financial statements in conformity with accounting principles generally accepted in the United States of
America requires management, where necessary, to make estimates and assumptions that affect the amounts reported in the consolidated financial
statements and accompanying notes. Such estimates and assumptions are subject to various uncertainties, the occurrence of which may cause
differences between those estimates and assumptions and actual resuilts.

I. Effective 2008, pollution remediation costs are being charged in accordance with the provisions of GASB Statement No. 49 (see Note J-12). An
operating expense provision and corresponding liability measured at its current value using the expected cash flow method have been recognized
for certain pollution remediation obligations that previously may not have been required to be recognized, have been recognized earlier than in
the past or are no longer able to be capitalized as a component of a capital project. Pollution remediation obligations occur when any one of the
following obligating events takes place: the Port Authority is in violation of a pollution prevention-related permit or license; an imminent threat to
public health due to pollution exists; the Port Authority is named by a regulator as a responsible or potentially responsible party to participate in
remediation; the Port Authority voluntarily commences or legally obligates itself to commence remediation efforts; or the Port Authority is named
or there is evidence to indicate that it will be named in a lawsuit that compels participation in remediation activities. The Port Authority does not
have objective and verifiable information to apply the provisions of GASB Statement No. 49 to periods prior to 2008.

Notes to Consolidated Financial Statements
(continued)

4. Reconciliation of the Consolidated Financial Statements Prepared in Accordance with Accounting Principles Generally
Accepted in the United States of America to Schedules Prepared Pursuant to Port Authority Bond Resolutions

Schedules A, B, and C, which follow the notes to the consolidated financial statements, have been prepared in accordance with Port Authority
bond resolutions which differ in some respects from accounting principles that are generally accepted in the United States of America, as follows:

a. The revenues and expenses of facilities are accounted for in the operating fund. The financial resources expended for the construction or
acquisition of major facilities or improvements are accounted for in the capital fund. Transactions involving the application of net revenues are
accounted for in the reserve funds.

b. Port Authority bond resolutions provide that net operating revenues shall not include an allowance for depreciation on facilities other than
of ancillary equipment. Thus, depreciation is not a significant factor in determining the net revenues and the reserves of the Port Authority or
their application as provided in the Port Authority's bond resolutions. Instead, facility capital costs are provided for through deductions from net
revenues and reserves of amounts equal to principal payments on debt or through direct investment in facilities. These amounts are credited at
par to “Facility infrastructure investment” on Schedule B — Assets and Liabilities.

c. Debt service in connection with operating asset obligations is paid from the same revenues and in the same manner as operating expenses of
the Port Authority.

d. Capital costs for regional programs are included in “Invested in facilities” in accordance with Port Authority bond resolutions.

e. Consolidated bonds and notes are recorded as outstanding at their par value commencing on the date that the Port Authority is contractually
obligated to issue and sell such obligations. Discounts and premiums associated with bonds issued in connection with capital investment are
capitalized at issuance.

f. To reflect the cumulative amount invested by the Port Authority since 1921 in connection with its facilities, the cost of assets removed from
service is not deducted from “Invested in facilities”” However, in the event of the sale of assets removed from service or recovery of amounts
related to assets destroyed or damaged, the amount of proceeds received from such sale or recovery is deducted from “Invested in facilities”

A reconciliation of the Consolidated Statements of Net Assets to Schedule B and the Consolidated Statements of Revenues, Expenses and
Changes in Net Assets to Schedule A follows:

Consolidated Statements of Net Assets To Schedule B - Assets and Liabilities
December 31,
2008 2007

(In thousands)

Net assets reported on Consolidated Statements of Net Assets $ 9,831,364 $ 8,937,281
Add:  Accumulated depreciation of facilities 8,577,808 7,970,604
Accumulated retirements and gains and losses on disposal of invested in facilities 1,737,634 1,700,225
Cumulative amortization of costs for regional programs 917,260 846,420
Cumulative amortization of discount and premium 58,930 54,391
21,122,996 19,508,921

Less: Deferred income — 1 WTC LLC/WTC Retail LLC insurance proceeds 305,470 657,077
Restricted Net Operating Revenues - PAICE 5,665 1,354
Deferred income in connection with PFCs 20,938 24,668

Net assets reported on Schedule B — Assets and Liabilities
(pursuant to Port Authority bond resolutions) $20,790,923 $18,825,822
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Consolidated Statements of Revenues, Expenses and Changes
in Net Assets to Schedule A - Revenues and Reserves
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Year ended December 31,

2008 2007
(In thousands)

Increase in net assets reported on Consolidated Statements of Revenues,
Expenses and Changes in Net Assets $ 894,083 $ 1,302,878
Add:  Depreciation of facilities 644,620 632,553
Application of Passenger Facility Charges 215,407 220,583
Amortization of costs for regional programs 70,840 59,316
Amortization of discount and premium 5,289 5,207
Application of 1 WTC LLC/WTC Retail LLC insurance proceeds 411,278 305,532
Change in appropriations for self-insurance 2,123 -
2,243,640 2,526,069
Less: Debt maturities and retirements 152,275 177,160
Call premiums on refunded bonds 750 9,887
Repayment of asset financing obligations 80,775 110,424
Change in appropriations for self-insurance - 3,220
Direct investment in facilities 1,514,369 808,694
PFCs 211,667 221,380
1 WTC LLC/WTC Retail LLC insurance proceeds 49,771 760,467
1 WTC LLC/WTC Retail LLC interest income 9,900 17,240
Restricted Net Operating Revenues - PAICE 4,311 1,354
Gain on disposition of assets 7 17,011
PFC Interest Income/Fair Value Adjustment 10 2
2,023,835 2,126,839

Increase in reserves reported on Schedule A — Revenues and Reserves

(pursuant to Port Authority bond resolutions) $ 219,805 $ 399,230

Notes to Consolidated Financial Statements

(continued)

Note B - Facilities

1. Facilities, net is comprised of the following:

Beginning End
of Year Additions Transfers Retirements* of Year
(In thousands)
2008
Capital assets not being depreciated:
Land $ 810,610 $ - $ 120,865 $ - $ 931,475
Construction in progress 4,130,738 2,265,293 (1,863,197) - 4,532,834
Total capital assets not being depreciated 4,941,348 2,265,293 (1,742,332) - 5,464,309
Other capital assets:
Buildings, bridges, tunnels, other structures 6,564,113 - 671,102 (1,269) 7,233,946
Machinery and equipment 5,255,960 - 393,796 (31,979) 5,617,777
Runways, roadways and other paving 3,634,631 - 312,471 (3,084) 3,944,018
Utility infrastructure 2,444,164 - 364,963 (1,174) 2,807,953
Other Capitai assets 17,898,868 - 1,742,332 (37,506) 19,603,694
Less accumulated depreciation:
Buildings, bridges, tunnels, other structures 2,718,351 173,587 - (1,269) 2,890,669
Machinery and equipment 2,458,568 217,770 - (31,979) 2,644,359
Runways, roadways and other paving 1,651,181 150,451 - (3,084) 1,798,548
Utility infrastructure 1,142,504 102,812 - (1,084) 1,244,232
Accumulated depreciation 7,970,604 644,620 - (37,416) 8,577,808
Total other capital assets, net 9,928,264 (644,620) 1,742,332 (90) 11,025,886
Facilities, net $14,869,612 $1,620,673 $ - $ (90)  $16,490,195
2007
Capital assets not being depreciated:
Land $ 705,794 $ - $ 104,960 $ (144) ¢ 810610
Construction in progress 2,777,544 2,147,718 (794,524) - 4,130,738
Total capital assets not being depreciated 3,483,338 2,147,718 (689,564) (144) 4,941,348
Other capital assets:
Buildings, bridges, tunnels, other structures 6,281,076 - 283,037 - 6,564,113
Machinery and equipment 5,094,093 - 168,480 (6,613) 5,255,960
Runways, roadways and other paving 3,533,289 - 105,267 (3,925) 3,634,631
Utility infrastructure 2,312,103 - 132,780 (719) 2,444,164
Other capital assets 17,220,561 - 689,564 (11,257) 17,898,868
Less accumulated depreciation:
Buildings, bridges, tunnels, other structures 2,538,190 180,161 - - 2,718,351
Machinery and equipment 2,251,551 213,630 - (6,613) 2,458,568
Runways, roadways and other paving 1,511,539 143,567 - (3,925) 1,651,181
Utility infrastructure 1,048,028 95,195 - (719) 1,142,504
Accumulated depreciation 7,349,308 632,553 - (11,257) 7,970,604
Total other capital assets, net 9,871,253 (632,553) 689,564 - 9,928,264
Facilities, net $13,354,591 $1,515,165 $ - $ (144) $14,869,612

* Retirements include approximately $90,000 and $144,000 for the unamortized investment associated with asset dispositions which took place

in 2008 and 2007, respectively.
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2. Net interest expense added to the cost of facilities was approximately $108 million in 2008 and $77 million in 2007.
3. As of December 31, 2008, approximately $7.3 million in projects have been suspended pending determination of their continued viability.
4. During 2008, depreciation was accelerated for certain additional assets. The impact on depreciation for the machinery, equipment, paving, and

utility infrastructure assets totaled $3.7 million.

Note C - Cash and Investments

1. The components of cash and investments are:
December 31,
2008 2007

(In thousands)

CASH
Cash on hand $ 1,469 $ 1,434
Cash equivalents 677,781 796,789
Total cash 679,250 798,223
Less restricted cash 328,536 708,990
Unrestricted cash $ 350,714 $ 89,233
December 31,
2008 2007
(In thousands)
PORT AUTHORITY INVESTMENTS AT FAIR VALUE Port Authority PAICE Total
United States Treasury notes $1,133,258 $23,811 $1,157,069 $1,280,920
United States Treasury bonds - 13,414 13,414 -
United States Treasury bills 1,830,767 - 1,830,767 1,403,560
United States government agency obligations 95,316 30,874 126,190 242,087
Commercial paper notes 50,000 - 50,000 -
United States Treasury obligations held pursuant to
repurchase agreements - - - 301,826
JFK International Air Terminal LLC obligations 156,699 - 156,699 164,443
Other governmental obligations - 3,622 3,622 -
Accrued interest receivable 10,599 703 11,302 14,573
Total investments 3,276,639 72,424 3,349,063 3,407,409
Less current investments 1,272,437* 4,083 1,276,520 2,557,858
Noncurrent investments $2,004,202 $68,341 $2,072,543 $ 849,551

*Includes PFC restricted investments of $365,999.

2. Port Authority policy provides for funds of the Port Authority to be deposited in banks with offices located in the Port District, provided that the
total funds on deposit in any bank do not exceed 50% of the bank’s combined capital and permanent surplus. These funds must be fully secured
by deposit of collateral having a minimum market value of 110% of average daily balances in excess of that part of the deposits secured through

the Federal Deposit Insurance Corporation (FDIC). Actual daily balances may differ from the average daily balances. The collateral must consist of

obligations of the United States of America, the Port Authority, the State of New York or the State of New Jersey held in custodial bank accounts in
banks in the Port District having combined capital and surplus in excess of $1 million.

Total actual bank balances were approximately $364 million as of December 31, 2008. Of that amount, approximately $363 million was secured
through the basic FDIC deposit insurance coverage, the FDIC Temporary Liquidity Guarantee Program, or was fully collateralized by collateral held
by a bank acting as the Port Authority's agent and held by such bank in the Port Authority’s name. The balance of approximately $913,000 was
not collateralized. In addition, approximately $306 million related to insurance proceeds for 1 WTC LLC and WTC Retail LLC is being held by a third
party escrow agent and, with the exception of current cash on hand to meet expenditures, is invested in United States Treasury securities.

Notes to Consolidated Financial Statements
(continued)

3. The investment policies of the Port Authority are established in conformity with its agreements with the holders of its obligations, generally
through resolutions of the Board of Commissioners or its Committee on Finance. For the Port Authority, but not necessarily its wholly owned
entities, individual investment transactions are executed with recognized and established securities dealers and commercial banks. Investment
securities are maintained, in the Port Authority’s name, by a third party financial institution acting as the Port Authority's agent. Securities
transactions are conducted in the open market at competitive prices. Transactions (including repurchase and reverse repurchase agreement
transactions) are completed when the Port Authority's securities custodian, in the Port Authority’s name, makes or receives payment upon receipt
of confirmation that the securities have been transferred at the Federal Reserve Bank of New York or other repository in accordance with the Port
Authority's instructions.

Proceeds of “Bonds and other asset financing obligations” may be invested, on an interim basis, in conformance with applicable Federal laws

and regulations, in obligations of (or fully guaranteed by) the United States of America (including such securities held pursuant to repurchase
agreements) and collateralized time accounts. Consolidated Bond Reserve Fund and General Reserve Fund amounts may be invested in obligations
of (or fully guaranteed by) the United States of America. Additionally, amounts in the Consolidated Bond Reserve Fund and the General Reserve
Fund (subject to certain limitations) may be invested in obligations of the State of New York or the State of New Jersey, collateralized time accounts,
and Port Authority bonds actually issued and secured by a pledge of the General Reserve Fund. Operating funds may be invested in direct
obligations of the United States of America and obligations of United States government agencies and sponsored enterprises that have the highest
short-term ratings by two nationally recognized firms, investment grade negotiable certificates of deposit and negotiable Bankers’ Acceptances with
banks having AA or better long-term debt rating, premier status and with issues actively traded in secondary markets, commercial paper having only
the highest short-term ratings separately issued by two nationally recognized rating agencies, United States Treasury and municipal bond futures
contracts, certain interest rate exchange contracts with banks and investment firms, certain interest rate options contracts that are limited to $50
million of underlying securities with a maturity of no greater than five years with primary dealers in United States Treasury securities, and certain
unrated obligations of JFK International Air Terminal LLC (JFKIAT) (presently comprising approximately 4.8% of total Port Authority investments at
December 31, 2008) for certain costs attributable to the completion of the JFKIAT passenger terminal. The Board has from time to time authorized
other investments of operating funds.

It is the general policy of the Port Authority to limit exposure to declines in fair market values by limiting the weighted average maturity of the
investment portfolio to less than two years. Extending the weighted average maturity beyond two years requires explicit written approval of the
Chief Financial Officer. Committee on Finance authorization is required to extend the weighted average maturity beyond five years.

The following is the fair value and weighted average maturity of investments held by the Port Authority at December 31, 2008:

Fair Value Weighted Average
PA Investment Type (In thousands) Maturity (In days)
United States Treasury notes $1,133,258 640
United States Treasury bills 1,830,767 137
United States government agency obligations 95,316 9
Commercial Paper Notes 50,000 6
JFK International Air Terminal LLC obligations 156,699 6,007
Total fair value of investments $3,266,040
Portfolio weighted average maturity 587

Port Authority investments in United States government agency obligations at December 31, 2008 were held in the Federal Home Loan Banks.
The Federal Home Loan Banks' long-term issues are rated Aaa by Moody's Investors Service and AAA by Standard & Poor's.

The Port Authority has, from time to time, entered into reverse repurchase (yield maintenance) agreements under which the Port Authority
contracted to sell a specified United States Treasury security to a counterparty and simultaneously agreed to purchase it back from that party at a
predetermined price and future date. All reverse repurchase agreements sold are matched to repurchase agreements bought, thereby minimizing
market risk. The credit risk is managed by a daily evaluation of the market value of the underlying securities and periodic cash adjustments,

as necessary, in accordance with the terms of the repurchase agreements. There were no investments in reverse repurchase agreements at
December 31, 2008.

The investment policies of PAICE have been established and approved by the PAICE Board of Directors, which is comprised of Port Authority
executive staff. Consistent with the Port Authority Board of Commissioners’ authorization with respect to the establishment of PAICE as a wholly
owned entity of the Port Authority, PAICE provides the Port Authority Board of Commissioners” Committee on Finance with periodic updates on
PAICE's investment activities.

Under PAICE's investment policies, eligible investments include money market demand accounts of commercial banks, not to exceed bank
deposit insurance limits, and/or taxable or tax-exempt money market mutual funds that offer daily purchase and redemption while maintaining
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a constant share price and whose fund assets are primarily United States Treasury Bills and whose assets are more than $1.0 billion. Other
investments include: United States Treasury Securities and United States Federal Agency debt, AAA rated tax-exempt general obligation issues of

states, and U.S. dollar denominated corporate debt rated AA or above.

The following is the fair value and weighted average maturity of investments held by PAICE at December 31, 2008:

Fair Value Weighted Average
PAICE Investment Type (In thousands) Maturity (In days)
United States Treasury notes $23,811 519
United States Treasury bonds 13,414 1,277
United States government agency obligations 30,874 1,078
Other governmental obligations 3,622 1,082
Total fair value of investments $71,721
Portfolio weighted average maturity 930

Note D - Outstanding Obligations and Financing

D-1. Outstanding bonds and other asset financing obligations

The obligations noted with (*) on original issuance were subject to the alternative minimum tax imposed under the Internal Revenue Code of

1986, as amended, with respect to individuals and corporations. Obligations noted with (**) are subject to Federal taxation.

December 31, 2008

Current Noncurrent Total
(In thousands)
A. CONSOLIDATED BONDS $ 147,370 $10,594,798 $10,742,168
B. COMMERCIAL PAPER NOTES 186,040 - 186,040
C. VARIABLE RATE MASTER NOTES 90,990 - 90,990
D. VERSATILE STRUCTURE OBLIGATIONS 399,700 - 399,700
E. PORT AUTHORITY EQUIPMENT NOTES 112,485 - 112,485
F. FUND BUY-OUT OBLIGATION 43211 355,051 398,262
$ 979,796 $10,949,849 $11,929,645
December 31, 2007
Current Noncurrent Total
(In thousands)
A. CONSOLIDATED BONDS AND NOTES $ 302,275 $ 9,158,393 $ 9,460,668
B. COMMERCIAL PAPER NOTES 238,950 - 238,950
C. VARIABLE RATE MASTER NOTES 90,990 - 90,990
D. VERSATILE STRUCTURE OBLIGATIONS 1,205,600 - 1,205,600
E. PORT AUTHORITY EQUIPMENT NOTES 93,460 - 93,460
F. FUND BUY-OUT OBLIGATION 43211 365917 409,128
$1,974,486 $ 9,524,310 $11,498,796

Notes to Consolidated Financial Statements
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A. Consolidated Bonds and Notes

Dec. 31, Issued/ Refunded/ Dec. 31,
2007 Accreted Retired 2008
(In thousands)

Consolidated bonds
Sixty-ninth series (a) Due 2009-2011 $ 14,400 $ 602 $ 3,810 $ 11,192
Seventy-fourth series (b) Due 2009-2014 25,359 1,085 4,160 22,284
Eighty-fifth series 5%-5.375% due 2009-2028 98,000 - 2,500 95,500
Eighty-sixth series 5.2% due 2009-2012 21,155 - 4,495 16,660
Eighty-eighth series 4.75% due 2008 6,240 - 6,240 -
Ninety-third series 6.125% due 2094 100,000 - - 100,000
One hundred third series 5.1%-5.25% due 2009-2014 42,320 - 5,470 36,850
One hundred ninth series 5.375%-5.5% due 2012-2032 150,000 - 150,000 -
One hundred thirteenth series 4.5%-4.75% due 2009-2013 30,750 - 4,500 26,250
One hundred fifteenth series 4.375% due 2008 7,000 - 7,000 -
One hundred sixteenth series 4.25%-5.25% due 2009-2033 429,685 - 8,325 421,360
One hundred seventeenth series* 4.75%-5.125% due 2009-2018 64,785 - 4,695 60,090
One hundred eighteenth series 4.90%-5.35% due 2009-2014 47,250 - 6,750 40,500
One hundred twenty-second series* 590-5.5% due 2009-2036 197,265 - 10,255 187,010
One hundred twenty-third series 4.75%-5% due 2017-2036 100,000 - - 100,000
One hundred twenty-fourth series* 4%-5% due 2009-2036 246,345 - 10,290 236,055
One hundred twenty-fifth series 5% due 2018-2032 300,000 - - 300,000
One hundred twenty-sixth series* 590-5.5% due 2009-2037 247,610 - 11,570 236,040
One hundred twenty-seventh series* 4%-5.5% due 2009-2037 258,665 - 9,045 249,620
One hundred twenty-eighth series 4%-5% due 2009-2032 246,785 - 3,320 243,465
One hundred twenty-ninth series 300-4% due 2009-2015 52,820 - 5,495 47,325
One hundred thirtieth series 2.75%-3.75% due 2009-2015 58,520 - 6,600 51,920
One hundred thirty-first series* 4.625%-5% due 2009-2033 467,290 - 8,525 458,765
One hundred thirty-second series 5% due 2024-2038 300,000 - - 300,000
One hundred thirty-third series 2.2%-4.4% due 2009-2021 212,665 - 14,715 197,950
One hundred thirty-fourth series 490-5% due 2009-2039 250,000 - - 250,000
One hundred thirty-fifth series 4.5%-5% due 2024-2039 400,000 - - 400,000
One hundred thirty-sixth series* 59%-5.5% due 2009-2034 348,560 - 1,555 347,005
One hundred thirty-seventh series* 490-5.5% due 2009-2034 241,110 - 3,305 237,805
One hundred thirty-eighth series* 49%-5% due 2009-2034 345,700 - 1,900 343,800
One hundred thirty-ninth series* 3.75%-5% due 2009-2025 185,140 - 7,755 177,385
One hundred fortieth series 4.125%-5% due 2016-2035 400,000 - - 400,000
One hundred forty-first series* 4.5%-5% due 2016-2035 350,000 - - 350,000
One hundred forty-second series 49%0-5% due 2015-2036 350,000 - - 350,000
One hundred forty-third series* 5% due 2016-2036 500,000 - - 500,000
One hundred forty-fourth series 4.25%-5% due 2026-2035 300,000 - - 300,000
One hundred forty-fifth series** 5.75% due 2027-2032 250,000 - - 250,000
One hundred forty-sixth series* 4.25%-5% due 2016-2036 500,000 - - 500,000
One hundred forty-seventh series* 4.75%-5% due 2017-2037 450,000 - - 450,000
One hundred forty-eighth series 5% due 2015-2037 500,000 - - 500,000
One hundred forty-ninth series 4%-5% due 2017-2037 400,000 - - 400,000
One hundred fiftieth series** 4.125%-6.4% due 2013-2027 - 350,000 - 350,000
One hundred fifty-first series* 5.25%-6% due 2019-2035 - 350,000 - 350,000
One hundred fifty-second series* 4.75%-5.75% due 2018-2038 - 400,000 - 400,000
One hundred fifty-third series 49%-5% due 2018-2038 - 500,000 - 500,000
Consolidated bonds pursuant to Port Authority bond resolutions (d) 9,495,419 $1,601,687 $302,275 10,794,831
Less unamortized discount and premium (c) 34,751 52,663
Consolidated bonds $9,460,668 $10,742,168
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A. Consolidated Bonds and Notes (continued)

(a) Includes $2,890,000 serial bonds issued on a capital appreciation basis; the only payments with respect to these bonds will be made at their
respective maturities, ranging from years 2009 to 2011, in total aggregate maturity amounts of $12,000,000.

(b) Includes $6,500,000 serial bonds issued on a capital appreciation basis; the only payments with respect to these bonds will be made at their
respective maturities, ranging from years 2009 to 2014, in total aggregate maturity amounts of $24,930,000.

(c) Amount includes the unamortized difference between acquisition price and carrying amount on refunded debt.

(d) Debt service requirements to maturity for consolidated bonds outstanding on December 31, 2008 are as follows:

Year ending Debt
December 31: Principal Interest Service
(In thousands)
2009 $ 147,370 $ 530,634 $ 678,004
2010 157,285 524,311 681,596
2011 163,265 517,346 680,611
2012 166,025 510,120 676,145
2013 187,130 502,099 689,229
2014-2018 1,291,650 2,350,534 3,642,184
2019-2023 1,863,940 1,965,927 3,829,867
2024-2028 2,380,070 1,448,524 3,828,594
2029-2033 2,865,605 783,925 3,649,530
2034-2038 1,429,825 180,723 1,610,548
2039-2043 46,120 31,006 77,126
2044-2094*** 100,000 283,996 383,996
$10,798,285 $9,629,145 $20,427,430

***Debt service for the years ending 2044-2094 reflects principal and interest payments associated with a single series of outstanding
consolidated bonds.

Total principal of $10,798,285,000 shown above differs from the total Consolidated bonds pursuant to Port Authority bond resolutions of
$10,794,831,000 because of differences in the par value at maturity of the capital appreciation bonds of $3,454,000.

As of December 31, 2008, the Board of Commissioners had authorized the issuance of consolidated bonds, one hundred fiftieth series through
one hundred sixty-fourth series, in the aggregate principal amount of up to $500 million of each series, and consolidated notes, Series ZZ, AAA,
BBB, CCC and DDD, of up to $300 million in aggregate principal amount of each series.

During 2008, the Port Authority used the proceeds of consolidated bonds and commercial paper obligations to refund $150 million of
consolidated bonds, $793 million of versatile structure obligations and $314 million of commercial paper notes. While the Port Authority increased
its aggregate debt service payments by approximately $14,000 over the life of the refunded consolidated bonds, the economic gain resulting from
the debt refunding (the difference between the present value of the cash flows required to service the old debt and the present value of the cash
flows required to service the new debt) totaled approximately $12 million in present value savings to the Port Authority.

Consolidated bonds outstanding as of February 20, 2009 (pursuant to Port Authority bond resolutions) totaled $10,798,285,000.

Notes to Consolidated Financial Statements
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B. Commercial Paper Notes

Commercial paper obligations are issued to provide interim financing for authorized projects at Port Authority facilities and may be issued
until December 31, 2010. Each series includes a standby revolving credit facility and the maximum aggregate principal amount that may be
outstanding at any one time is $300 million for Series A and $200 million for Series B.

Dec. 31, Refunded/ Dec. 31,
2007 Issued Repaid 2008
(In thousands)
Series A* $ 73,080 $ 744,585 $ 734215 $ 83,450
Series B 165,870 686,390 749,670 102,590
$238,950 $1,430,975 $1,483,885 $186,040

Interest rates for all commercial paper notes ranged from 0.62% to 5.75% in 2008.

Of the $1.48 billion in commercial paper notes refunded/repaid in 2008, $314 million was refunded with the proceeds of consolidated bonds
issued in 2007 and 2008 and $68 million was repaid with PFC proceeds. As of February 20, 2009, commercial paper notes outstanding totaled
$186,340,000.

C. Variable Rate Master Notes

Variable rate master notes may be issued in aggregate principal amounts outstanding at any one time not to exceed $400 million.

Dec. 31, Refunded/ Dec. 31,
2007 Issued Repaid 2008
(In thousands)
Agreements 1989 -1995* $44,900 $ - $ - $44,900
Agreements 1989 -1998 46,090 - - 46,090
$90,990 $ - ¥ - $90,990

Interest rates are determined weekly, based upon specific industry indices (e.g. JP Morgan Rate published by JP Morgan Asset Management or the
Securities Industry and Financial Markets Association rate) as stated in each master note agreement, and ranged from 0.90% to 8.29% in 2008.

Debt service requirements on outstanding variable rate master notes, valued for presentation purposes at the rate in effect on December 31,
2008, would be as follows:

Debt
Principal Interest Service
(In thousands)
2009 $ - $ 1,236 $ 1,236
2010 — 1,236 1,236
2011 — 1,236 1,236
2012 - 1,239 1,239
2013 - 1,236 1,236
2014-2018 13,090 5,326 18,416
2019-2023 58,000 3,490 61,490
2024-2026 19,900 455 20,355
$90,990 $15,454 $106,444

Variable rate master notes are subject to prepayment at the option of the Port Authority or upon demand of the holders.
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D. Versatile Structure Obligations

Dec. 31, Refunded/ Dec. 31,
2007 Issued Repaid 2008
(In thousands)

Series 1R*, 4*, 6* $ 250,800 $ - $ 9,900 $240,900
Series 2, 3,5 254,800 - 96,000 158,800
Series 7** 350,000 - 350,000 -
Series 8* 350,000 - 350,000 -
$1,205,600 $ - $805,900 $399,700

Variable interest rates, set daily by the remarketing agent for versatile structure obligations series 1 through 6, or reset periodically through an
auction process for versatile structure obligations series 7 and 8, ranged from 0.25% to 20.00% in 2008. The Port Authority refunded all auction
rate mode versatile structure obligations in 2008 through the issuance of consolidated bonds and commercial paper, and currently has no
exposure to the auction rate securities market.

Debt service requirements on outstanding versatile structure obligations, valued for presentation purposes at the rate in effect on December 31,
2008, would be as follows:

Debt
Principal Interest Service
(In thousands)
2009 $ 19,000 $ 4,476 $ 23,476
2010 22,000 4,258 26,258
2011 24,000 4,011 28,011
2012 25,100 3,744 28,844
2013 26,300 3,463 29,763
2014-2018 147,200 12,571 159,771
2019-2023 89,000 5,264 94,264
2024-2028 47,100 1,262 48,362
$399,700 $39,049 $438,749

The Port Authority has entered into a separate standby certificate purchase agreement for versatile structure obligations series 1 through 6 with
certain banks, which provides that during the term of the banks' commitment (generally three years, subject to renewal), if the remarketing

agent fails to remarket any obligations that are tendered by the holders, the bank may be required, subject to certain conditions, to purchase

such unremarketed portion of the obligations. If not purchased prior thereto at the Port Authority's option, the Port Authority has agreed to
purchase such portion of the obligations within 90 business days after the purchase thereof by the bank. Bank commitment fees during 2008 in
connection with the agreements were approximately $810,000. During 2008, certain banks were required to purchase the unremarketed portions
of certain series of versatile structure obligations. All obligations purchased by the banks were successfully remarketed by the remarketing agent or
retired by the Port Authority.

E. Port Authority Equipment Notes

Equipment notes may be issued in aggregate principal amounts outstanding at any one time not to exceed $250 million.

Dec. 31, Refunded/ Dec. 31,
2007 Issued Repaid 2008
(In thousands)
Notes 2004, 2006, 2008* $17,805 $ 1615 $11,500 $ 7,920
Notes 2004, 2006, 2008 75,655 45,310 16,400 104,565
$93,460 $46,925 $27,900 $112,485

Variable interest rates, set weekly by a remarketing agent for each series, ranged from 0.91% to 8.10% in 2008.
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Annual debt service requirements on outstanding Port Authority equipment notes, valued for presentation purposes at the rate in effect on
December 31, 2008, would be as follows:

Debt
Principal Interest Service
(In thousands)
2009 $ 2,000 $1,478 $ 3,478
2010 11,840 1,441 13,281
2011 30,485 1,134 31,619
2012 18,595 864 19,459
2013 2,640 646 3,286
2014 15,425 453 15,878
2015 31,500 81 31,581
$112,485 $6,097 $118,582

The Port Authority has entered into agreements with the purchasers of the notes stating that on seven days notice on any business day during
the term of the agreements, the Port Authority may pre-pay in whole, or, from time to time, in part, without penalty or premium, the outstanding
principal amount of the notes. Also, the purchasers can tender the notes back to the remarketing agent on seven days notice, in whole and

not in part. In the event that the remarketing agent cannot resell the notes, notice shall be given by the remarketing agent to the Port Authority
requesting the Port Authority to pay the purchase price of the notes.

F. Fund Buy-Out Obligation

Dec. 31, Refunded/ Dec. 31,
2007 Accretion (a) Repaid 2008
(In thousands)
Obligation outstanding $409,128 $32,345 $43211 $398,262

(a) Represents the annual implicit interest cost (8.25%) contained in the present value of amounts due to the States of New York and New
Jersey upon the termination, in 1990, of the Fund for Regional Development.

Payment requirements of the fund buy-out obligation outstanding, including the implicit interest cost, on December 31, 2008 are as follows:

Year ending December 31: Payments
(In thousands)

2009 $43211
2010 43211
2011 43211
2012 51,213
2013 51,212
2014-2018 260,063
2019-2021 160,027

$652,148

As of February 20, 2009, the fund buy-out obligation outstanding totaled $402,829,503.

D-2. Amounts Payable - Special Project Bonds

Neither the full faith and credit of the Port Authority, nor the General Reserve Fund, nor the Consolidated Bond Reserve Fund are pledged to the
payment of the principal and interest on special project bonds. Principal and interest on each series of special project bonds are secured solely by
a mortgage by the Port Authority of facility rental (to the extent received by the Port Authority from a lessee) as set forth in a lease with respect
to a project to be financed with the proceeds of the bonds of such series, by a mortgage by the lessee of its leasehold interest under the lease
and by a security interest granted by the lessee to the Port Authority and mortgaged by the Port Authority in certain items of the lessee’s personal
property to be located at the project, and such other security in addition to the foregoing as may be required by the Port Authority from time to
time as appropriate to the particular project.
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Dec. 31, Repaid/ Dec. 31,
2007 Issued Amortized 2008

(In thousands)

Series 1R, Delta Air Lines, Inc. Project (a)

6.95% term bonds, due 6/1/2008 $ 96,500 $ - $ 96,500 $ -
Series 2, Continental Airlines, Inc. and Eastern Air Lines, Inc. Project (b)*

99%-9.125%, due 2009-2015 134,715 - 12,175 122,540
Less: unamortized discount and premium 3,851 - 487 3,364

Total - Series 2 130,864 - 11,688 119,176
Series 4, KIAC Partners Project (¢)*

6.75% due 2009-2019 185,600 - 10,900 174,700
Less: unamortized discount and premium 2,249 - 191 2,058

Total - Series 4 183,351 - 10,709 172,642
Series 6, JFKIAT Project (d)*

5.75%-7% due 2009-2025 847,920 - 27,055 820,865
Less: unamortized discount and premium 6,013 - 336 5,677

Total - Series 6 841,907 - 26,719 815,188
Amounts payable - Special Project Bonds $1,252,622 $ - $145,616 $1,107,006

a) Special project bonds, Series 1R, Delta Air Lines, Inc. Project, were issued in connection with a project that included the construction of a
p proj ] proj
passenger terminal building at LGA leased to Delta Air Lines, Inc.

(b) Special project bonds, Series 2, Continental Airlines, Inc. and Eastern Air Lines, Inc. Project, were issued in connection with a project that
included the construction of a passenger terminal at LGA leased to and to be occupied by Continental and Eastern. The leasehold interest of
Eastern was assigned to Continental. Continental’s leasehold interest in such passenger terminal, including the previously acquired leasehold
interest of Eastern, was subsequently assigned to USAIr, Inc. (with Continental to remain liable under both underlying leases).

(c) Special project bonds, Series 4, KIAC Partners Project, were issued to refund the Series 3 bonds, and in connection with a project at JFK,
that included the construction of a cogeneration facility, the renovation and expansion of the central heating and refrigeration plant, and the
renovation and expansion of the thermal distribution system.

(d) Special project bonds, Series 6, JFKIAT Project, were issued in connection with a project that included the development and construction of a
new passenger terminal at JFK.

D-3. Interest Rate Exchange Contracts (Swaps)

The Port Authority records interest rate exchange contracts pursuant to the settlement method of accounting whereby cash paid or received under
the terms of the swap is charged or credited to the related interest expense account for the purpose of managing interest rate exposure. Each
swap transaction involves the exchange of fixed and variable rate interest payment obligations with respect to an agreed upon nominal principal
amount called a “notional amount.’

Objective

The Port Authority has five pay-fixed, receive-variable interest rate swaps outstanding. Two of the swaps are matched against existing versatile
structure obligations (see Note D-1), the proceeds of which were used to refund outstanding high-coupon fixed rate debt. The combination of
the swaps and the associated variable rate debt created synthetic fixed rate-refunding bonds. A third swap was similarly associated with versatile
structure obligations series 8. These versatile structure obligations were issued as auction rate securities and were refunded during 2008. The
remaining two outstanding forward swaps were entered into in anticipation of the issuance of future versatile structure obligations in July and
August 2008. However, due to unfavorable market conditions, these obligations were not issued. The Port Authority continues to monitor all three
swaps (hereinafter referred to as the “Unhedged Swaps"”) to determine possible actions to take when market conditions are more favorable.

The Port Authority's financial management program provides for the Port Authority to enter into interest rate swaps for the purpose of managing
and controlling interest rate risk in connection with Port Authority obligations designated at the time of entering into interest rate swap
transactions. The notional amounts of the swaps are designed to match the principal amount of the associated debt. The Port Authority's swap
agreements contain scheduled reductions to outstanding notional amounts to approximately follow scheduled reductions of the associated debt.
The terms, including the fair values and credit ratings of the outstanding swaps as of December 31, 2008, are as follows:

Notes to Consolidated Financial Statements

(continued)
Ratings
of the
Counterparty
Fixed Variable Swap or its Credit
Associated Notional Execution Effective Rate Rate Termination Support
Debt Amount Date Date Paid Received Fair Value Date Provider (a)
VSO 2 $ 83,000,000 10/13/1993 3/3/1994 6.3200% SIFMA (b) $(21,103,456) 5/1/2019 A/A1/AA-
VSO 3 75,000,000 2/18/1993 7/15/1995 5.9370% SIFMA (16,815,130) 6/1/2020 A/A1/AA-
VSO 8 (refunded 70% of one-
March/April 2008) 224,000,000(d) 6/15/2006 10/15/2007 3.9461% month LIBOR(c) (63,140,333)  10/1/2035 A/Aa3/AA-
Proposed VSO 70% of one-
(Unissued) 187,100,000(d) 6/15/2006 7/15/2008 3.9550%  month LIBOR (55,796,378)  7/1/2036  AA+/Aal/AA
Proposed VSO 70% of one-
(Unissued) 236,100,000(d) 6/15/2006 8/1/2008 3.9525% month LIBOR (78,906,046) 8/1/2038 AA-/Aaa/AA
Total $805,200,000 $(235,761,343)

(a) Ratings supplied by Standard & Poor's/Moody's Investors Service/Fitch Ratings, respectively.
(b) Securities Industry and Financial Markets Association Municipal Swap Index.

(c) London Interbank Offered Rate Index.

(d) Unhedged Swaps.

Debt service requirements of the underlying variable rate debt and net swap payments, valued for presentation purposes at the rate in effect on
December 31, 2008, are shown below. As rates vary, variable rate debt interest payments and net swap payments will vary.

Versatile
Year ending Structure Obligations Interest Rate
December 31: Principal Interest Swaps, Net Total
(In thousands)

2009 $ 8,600 $ 1,540 $ 30,928 $ 41,068
2010 10,900 1,453 30,447 42,800
2011 12,300 1,345 29,872 43517
2012 12,700 1,225 29,259 43,184
2013 13,100 1,100 28,624 42,824
2014-2018 76,100 3,437 129,997 209,534
2019-2023 25,100 192 95,909 121,201
2024-2028 - - 66,952 66,952
2029-2033 - - 35,121 35,121
2034-2035 - - 9,287 9,287
Total $158,800 $10,292 $486,396 $655,488

Fair Value

Interest rates have declined on each of the Port Authority's outstanding swaps and, therefore, all swaps had a negative fair value as of December
31, 2008. Because interest rates on the outstanding related versatile structure obligations are reset on a daily basis for versatile structure
obligations series 2 and 3, thereby reflecting market interest rates, the obligations do not have corresponding fair value increases. With regard to
the Unhedged Swaps, the change in fair value is reflected in the Port Authority's financial statements as a change to investment income because
these swaps do not qualify as a hedge under applicable accounting standards.

Credit Risk

As of December 31, 2008, the Port Authority was not exposed to credit risk on any of its outstanding swaps because the swaps had negative fair
values. However, should interest rates change and the fair values of the swaps become positive, the Port Authority would be exposed to credit
risk in the amount of the swaps' fair value. All of the outstanding swap agreements require that if the outstanding ratings of the Port Authority

or the counterparty, or its credit support provider fall to a certain level, the party whose rating falls is required to post collateral with a third-party
custodian to secure its termination payments above certain threshold amounts. Collateralization of the fair value of the swaps, above certain
threshold amounts, is required should the Port Authority’s highest credit rating fall below Baa1, as issued by Moody's Investors Service, or BBB+,

63



64

You are Viewing an Archived Copy from the New Jersey State Library

Notes to Consolidated Financial Statements
(continued)

as issued by Standard & Poor's and Fitch Ratings. Collateralization of the fair value of the swaps, above certain threshold amounts, is required
should the counterparty's, or its credit support provider's, highest credit rating fall below A1, as issued by Moody's Investors Service, or A+, as
issued by Standard & Poor’s and Fitch Ratings. Collateral on all swaps shall consist of direct obligations of, or obligations the principal and interest
of which are guaranteed by, the United States of America (including cash). All of the swap agreements provide that an early termination date
may be designated if an event of default or termination occurs. Of the five swap transactions currently outstanding, two swaps, approximating
20% of the notional amount of swaps outstanding, are held with one counterparty, while the remaining transactions are held by three different
counterparties.

Basis Risk

The Port Authority's interest payments on the associated debt are equivalent to the daily variable market rates set by the remarketing agent

for versatile structure obligations series 2 and 3. The Port Authority receives variable rate swap payments based on an index other than the
variable market rates paid for the associated debt and would be exposed to basis risk should the relationship between the actual rate paid for

the associated debt differ from the swap rate index received. To the degree these rates differ, expected cost savings may not be realized. As of
December 31, 2008, the variable market rates for versatile structure obligations series 2 and 3 were 1.00%, and 0.95% respectively, whereas the
swap rate index was 1.25% for the SIFMA Municipal Swap Index.

Termination Risk

The Port Authority or the counterparty may terminate any of the swaps if the other party fails to perform under the terms of the agreement.
Additionally, the Port Authority has the sole option to terminate, cancel or cash settle any of the swaps, in whole or in part, at its discretion. If any
of the swaps are terminated, any associated variable rate debt will no longer carry a synthetic fixed interest rate. Also, if at the time of termination
the counterparty suffers a loss, the Port Authority would be liable to the counterparty for a payment calculated pursuant to the agreement with
respect to such loss.

Rollover Risk

The Port Authority is exposed to rollover risk on swaps that mature or may be terminated prior to the maturity of the associated debt. Currently,
there are no swaps exposed to rollover risk. However, if a swap were terminated prior to the maturity of the associated debt, the Port Authority
would not realize the synthetic rate offered by the swap on the underlying issue.

Note E - Reserves

The General Reserve Fund is pledged in support of Consolidated Bonds and Notes. Statutes which required the Port Authority to create the

General Reserve Fund established the principle of pooling revenues from all facilities and require that the Port Authority apply surplus revenues
from all of its existing facilities to maintain the General Reserve Fund in an amount at least equal to 10% of the par value of outstanding bonds
legal for investment. At December 31, 2008, the General Reserve Fund balance was $1,270,215,061 and met the prescribed statutory amount.

The balance remaining of all net revenues of the Port Authority's existing facilities after deducting payments for debt service upon all Consolidated
Bonds and Notes and the amount necessary to maintain the General Reserve Fund at its statutorily required amount is to be paid into the
Consolidated Bond Reserve Fund, which is pledged as additional security for all outstanding Consolidated Bonds and Notes. Consolidated Bonds
and Notes have a first lien upon the net revenues (as defined in the Consolidated Bond Resolution) of all existing facilities of the Port Authority
and any additional facility financed by Consolidated Bonds.

Other asset obligations (versatile structure obligations, commercial paper obligations, variable rate master notes, and Interest Rate Exchange
Contracts (swaps) executed after 2005), and the interest thereon, are not secured by or payable from the General Reserve Fund. Principal of, and
interest on, other asset obligations are payable solely from the proceeds of obligations issued for such purposes or from net revenues paid into the
Consolidated Bond Reserve Fund and, in the event such proceeds or net revenues are insufficient therefore, from other moneys of the Port Authority
legally available for such payments. Operating asset obligations (equipment notes, Interest Rate Exchange Contracts (swaps) executed prior to 2005,
and the Fund buy-out obligation) are paid in the same manner and from the same sources as operating expenses. Special Project Bonds are not
secured by or payable from the General Reserve Fund or the Consolidated Bond Reserve Fund.

The Port Authority has a long-standing policy of maintaining total reserve funds in an amount equal to at least the next two years' bonded debt
service on outstanding debt secured by a pledge of the General Reserve Fund. The moneys in the reserve funds may be accumulated or applied
only to purposes set forth in legislation and the agreements with the holders of the Port Authority's obligations pertaining thereto. At December 31,
2008, the Port Authority met the requirements of the Consolidated Bond Resolution to maintain total reserve funds in cash and certain specified
securities.
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(continued)

Note F - Funding Provided by Others

During 2008 and 2007, the Port Authority received federal and state grants and contributions from other entities for various programs as
summarized below:

1. Operating programs

® K-9 Program — The FAA and the Transportation Security Administration (TSA) provided funds to offset the operating costs of training and
caring for explosive detection dogs. Amounts received in connection with this program were approximately $1,486,000 in 2008 and
$1,547,000 in 2007.

* Airport Screening Program — The TSA provided approximately $430,000 in 2008 and $589,000 in 2007 to reimburse the Port Authority
for operating costs incurred by Port Authority police personnel involved with the airport screening program at the Port Authority's three
major airports.

¢ U.S. Department of State (USDOS) — In 2008, the Port Authority received $1,284,000 from the USDOS as a reimbursement of operating
costs incurred by Port Authority police personnel for the United Nations General Assembly and the papal visit to New York in April.

Amounts in connection with operating activities are recorded as operating revenues on the Consolidated Statements of Revenues, Expenses and
Changes in Net Assets and on Schedule A — Revenues and Reserves.

2. Grants and Contributions in Aid of Construction

* Subsequent to September 11, 2001, the Port Authority entered into various agreements with federal and state agencies for programs
associated with security related projects through which the Port Authority was reimbursed for eligible expenses. Amounts for such projects in
2008 and 2007 were approximately $26 million and $38 million, respectively.

¢ The Port Authority receives contributions in aid of construction with respect to its facilities from federal, state and other entities. Amounts
recognized from the FTA for the WTC Transportation Hub, including the restoration of the permanent WTC PATH Terminal, in 2008 and 2007
were approximately $198 million and $210 million, respectively. Amounts recognized from the FAA under the Airport Improvement Program in
2008 and 2007 were approximately $92 million and $67 million, respectively. All other contributions in aid of construction (including amounts
receivable) totaled approximately $4 million in 2008 and $5 million in 2007.

Note G - Lease Commitments

1. Operating lease revenues

Gross operating revenues attributable to fixed rentals associated with operating leases amounted to approximately $968 million in 2008 and
approximately $894 million in 2007.

2. Property held for lease

The Port Authority has entered into operating leases with tenants for the use of space at various Port Authority facilities including buildings,
terminals, offices and consumer service areas at air terminals, marine terminals, bus terminals, rail facilities, industrial parks, the Teleport, the
World Trade Center and the Newark Legal and Communications Center. Investments in such facilities, as of December 31, 2008, include property
associated with minimum rentals derived from the leases. It is not reasonably practicable to segregate the value of assets associated with producing
minimum rental revenue from the value of assets associated with an entire facility.

Future minimum rentals are predicated upon the ability of the lessees to meet their commitments. Future minimum rentals scheduled to be
received on operating leases in effect on December 31, 2008 are:

Year ending December 31:

(In thousands)

2009 $ 907,368
2010 865,884
2011 767,019
2012 756,171
2013 768,229
Later years 101,277,854
Total future minimum rentals (a) $105,342,525

(@) Includes future rentals of approximately $95 billion attributable to World Trade Center leases (see Note K).
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3. Property leased from others

Rental expenses under leases, including payments to the Cities of New York and Newark for various air terminals, marine terminals and other
facilities and the cost of replacement office space due to the destruction of the World Trade Center, aggregated $261 million in 2008 and $257
million in 2007.

Future minimum rentals scheduled to be paid on operating leases in effect on December 31, 2008 are detailed below. Additional rentals may be
payable based on earnings of specified facilities under some of these leases.

Year ending December 31:

(In thousands)

2009 $ 229,721
2010 228,947
2011 225,535
2012 222,851
2013 222,978
2014-2018 995,754
2019-2023 890,605
2024-2028 884,631
2029-2033 870,000
2034-2065*% 3,803,000
Total future minimum rent payments $8,574,022

* Future minimum rent payments for the years 2034-2065 reflect payments associated with the City of New York and the City of Newark lease
commitments.

Note H - Regional Programs

1. At the request of the Governors of the States of New York and New Jersey, the Port Authority participates in certain programs that are deemed
essential to the continued economic viability of the two states and the region. These programs, which are generally non-revenue producing to

the Port Authority, are addressed by the Port Authority in its budget and business planning process in the context of the Port Authority's overall
financial capacity. To the extent not otherwise a part of existing Port Authority facilities, these projects are effectuated through additional Port
Authority facilities established solely for these purposes. The Port Authority does not expect to derive any revenues from the regional development
facilities described below.

* Regional Development Facility - This facility is a centralized program of certain economic development and infrastructure renewal projects.
It was expected that $250 million of capital funds would be made available in connection with the Governors’ Program of June 1983. As of
December 31, 2008, approximately $249 million has been expended on projects approved under this program.

¢ Regional Economic Development Program - This facility is to be comprised of up to $400 million for certain transportation, economic
development and infrastructure renewal projects. As of December 31, 2008, approximately $397 million has been spent on projects
authorized under this program.

¢ 0ak Point Rail Freight Link - The Port Authority has participated with the New York State Department of Transportation in the development
of the Oak Point Rail Freight Link. As of December 31, 2008, the Port Authority has provided approximately $102 million for this rail project,
of which approximately $63 million was made available through the Regional Development Facility and the Regional Economic Development
Program.

* New Jersey Marine Development Program — This program was undertaken to fund certain fishery, marine or port development projects
in the State of New Jersey at a total cost not to exceed $27 million. All funds under this program have been fully allocated to various projects.

¢ New York Transportation, Economic Development and Infrastructure Renewal Program - This facility was established to provide
up to $250 million for certain transportation, economic development and infrastructure renewal projects in the State of New York. As of
December 31, 2008, $235 million has been spent on projects associated with this program.

* Regional Transportation Program - This facility was established in conjunction with a program to provide up to $500 million for regional
transportation initiatives. As of December 31, 2008, approximately $229 million has been expended under this program.

Notes to Consolidated Financial Statements
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¢ Hudson-Raritan Estuary Resources Program - This facility was established to acquire certain real property in the Port District area of the
Hudson-Raritan Estuary for environmental enhancement/ancillary economic development purposes, in support of the Port Authority’s capital
program. The cost of real property acquired under this program is not to exceed $60 million. As of December 31, 2008, more than $24
million has been expended under this program.

* Regional Rail Freight Program - This facility provides for the Port Authority to participate, in consultation with other governmental entities
in the States of New York and New Jersey, in the development of certain regional rail freight projects to provide for increased rail freight
capacity. The Port Authority is authorized to provide up to $50 million. As of December 31, 2008, all funds under this program have been fully
allocated to various rail freight projects.

* Meadowlands Passenger Rail Facility — This facility, which will link New Jersey Transit's (NJT) Pascack Valley Rail Line to the Meadowlands
Sports Complex, will encourage greater use of PATH service since NJT plans to run shuttle service at peak times from Hoboken to the facility.
The improved level of passenger rail service provided by the facility will also serve to ease traffic congestion on the Port Authority’s interstate
tunnel and bridge crossings. The Port Authority is authorized to provide up to $150 million towards the project’s capital costs. As of December
31, 2008, approximately $144 million has been expended under this program.

As of December 31, 2008, a total of $1.8 billion has been expended for regional programs. Costs for these programs are deferred and
amortized over the period benefited, up to a maximum of 15 years. The unamortized costs of the regional programs are as follows:

Dec. 31, Project Dec. 31,
2007 Expenditures Amortization 2008
(In thousands)

Regional Development Facility $ 57,375 $ 2,036 $ 6,277 $ 53,134

Regional Economic Development Program 181,889 - 19,883 162,006

Oak Point Rail Freight Link 14,669 - 1,630 13,039

New Jersey Marine Development Program 7,530 - 834 6,696
New York Transportation, Economic Development

and Infrastructure Renewal Program 179,383 14,000 14,368 179,015

Regional Transportation Program 175,988 26,022 14,666 187,344

Hudson-Raritan Estuary Resources Program 7,089 15,615 1,497 21,207

Regional Rail Freight Program 38,827 - 3,333 35,494

Meadowlands Passenger Rail Facility 102,578 37,521 8,352 131,747

Total unamortized costs of regional programs $765,328 $95,194 $70,840 $789,682

2. Bistate Initiatives — From time to time, the Port Authority makes payments to assist various bistate regional operating initiatives. During 2008,
the Port Authority expended approximately $13 million on regional initiatives, bringing the total amount spent to date to $91 million.

3. Buy-out of Fund for Regional Development — In 1983, the Fund for Regional Development (Fund) was established to sublease space in

the World Trade Center that was previously held by the State of New York as tenant. An agreement among the Port Authority and the States

of New York and New Jersey with respect to the Fund provided that net revenues from the subleasing were to be accumulated subject to
disbursements to be made upon the concurrence of the Governors of New York and New Jersey. The assets, liabilities, revenues and expenses
of the Fund were not consolidated with those of the Port Authority. In 1990, the Port Authority and the States of New York and New Jersey
agreed to terminate the Fund. The present value (calculated at the time of the termination agreement) of the cost to the Port Authority of its
purchase of the Fund's interest in the World Trade Center subleased space was approximately $431 million. The liability for payments to the
States of New York and New Jersey attributable to the Fund buy-out is further described in Note D.

Note | - Pension Plans and Other Employee Benefits

1. Pension Plans

a. Generally, full-time employees of the Port Authority (but not its wholly owned entities) are required to join one of two cost-sharing multiple-
employer defined benefit pension plans, the New York State and Local Employees’ Retirement System (ERS) or the New York State and Local
Police and Fire Retirement System (PFRS), collectively referred to as the “Retirement System.” The New York State Constitution provides that
membership in a pension or retirement system of the State or of a civil division thereof is a contractual relationship, the benefits of which may not
be diminished or impaired.
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The Retirement System provides retirement benefits related to years of service and final average salary, death and disability benefits, vesting of benefits
after a set period of credited public service (generally five years), and optional methods of benefit payment. Depending upon the date of membership,
retirement benefits differ as to the qualifying age or years-of-service requirement for service retirement, the benefit formula used in calculating the
retirement allowance and the contributory or non-contributory nature of the plan. Contributions are not required from police personnel who are
members of the PFRS or from those non-police employees who joined the ERS prior to July 27, 1976 or, effective October 1, 2000, members of the
ERS with more than ten years of credited service. ERS members with less than ten years of credited service are required to contribute 3% of their
annual gross wages to the ERS.

In accordance with GASB Statement No. 50, Pension Disclosures — an amendment to GASB Statements No. 25 & No. 27, the following disclosure
concerning employer contributions has been included in 2008. Employer contributions to the Retirement System are determined based on an
actuarial valuation of the present value of future benefits for active and retired members. When the actuarially determined value of benefits is
greater than the assets to be used for the payment of benefits, the difference must be made up through employer contributions. That difference
is amortized over the working lives of current members to determine the required annual contribution. Separate calculations are done for each
plan, since each plan allows for different benefits. However, in no case will the employer's annual contribution to the Retirement System be less
than 4.5% of covered payroll, including years in which the investment performance of the New York State Common Retirement Fund would
make a lower contribution possible.

The Port Authority’s payroll expense for 2008 was approximately $628 million of which $394 million and $215 million represent the cost for
employees covered by ERS and PFRS, respectively.

Required Port Authority contributions to the Retirement System, including costs for participation in retirement incentive programs, are as follows:

% of
Year % of Covered
Ended ERS Covered Payroll PFRS Payroll
(% In thousands)
2008 $31,052 7.9% $34,718 16.1%
2007 $33,967 8.8% $33,101 16.5%
2006 $37,193 10.0% $31,210 16.9%

These contributions cover the entire funding requirements for the current year and each of the two preceding years.
Employee contributions of approximately $8.4 million to the ERS represented 1.4% of the total Port Authority covered payroll in 2008.

The Annual Report of the Retirement System, which provides details on valuation methods and ten year historical trend information, is available
from the Comptroller of the State of New York, 110 State Street, Albany, New York 12236.

b. Employees of PATH are not eligible to participate in New York State’s Retirement System. For most of its union employees, PATH contributes to
supplemental pension plans. Annual PATH contributions to these plans are defined in the various collective bargaining agreements; no employee
contributions are required. Eligibility for all benefits prior to normal retirement requires the completion of at least five years of vested service and
depends upon years of credited service and monthly benefit rates in effect at the time of retirement. Trustees, appointed by the various unions,
are responsible for the administration of these pension plans. PATH payroll expense in 2008 for these employees was approximately $79 million.
For the year 2008, contributions made by PATH in accordance with the terms of various collective bargaining agreements totaled approximately
$5 million, which represented approximately 5.6% of the total PATH covered payroll for 2008. Contributions in each of years 2007 and 2006
were approximately $4 million.

c. Presently, none of the Port Authority’s other wholly owned entities have employees covered by pension plans.

2. Other Employee Benefits

Benefit Plans

The Port Authority and PATH provide, pursuant to Board action or as contemplated thereby, certain group health care, prescription, dental, vision
and term life insurance benefits for active and retired employees of the Port Authority and PATH (and for eligible dependents and survivors of
active and retired employees). Collectively, these covered individuals are referred to as “participants.” Contributions toward the costs of some of
these benefits are required of certain participants. These contributions generally range from 10% to 50% of the Port Authority or PATH's cost of
the benefit and depend on a number of factors, including status of the participant (active employee, retired employee, or dependent), type of
benefit, hire date, years of service, and retirement date. Benefits are provided through insurance companies whose premiums are based on the
benefits paid during the year, or through plans under which benefits are paid by service providers on behalf of the Port Authority or PATH. The
actuarially determined valuation of these benefits is reviewed annually for the purpose of estimating the present value of future benefits for active
and retired employees and their dependents.
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The Port Authority implemented GASB Statement No. 43, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans,

and GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, in 2006. In
December 2006, the Port Authority established an employee benefits trust which will provide funding for retiree health, prescription, dental, vision
and life insurance coverage and other non-pension postemployment benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the benefit plans as described by the Port Authority and PATH to participants,
and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs to that point. The
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued
liabilities, consistent with the long-term perspective of the calculations.

Actuarial valuations of an ongoing plan involve estimates and assumptions about the probability of occurrence of events far into the future,
including future employment, mortality, and healthcare cost trends. Actuarially determined amounts are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future.

In the January 1, 2008 actuarial valuation, the projected unit credit cost method was used for all participants. The actuarial assumptions used

to project future costs included a 6% investment rate of return, representing the estimated yield on investments expected to be used for the
payment of benefits; an annual medical healthcare cost trend rate of 6% in 2008, with a gradual decline to an ultimate rate of 4.5% in 2010;
and a dental benefits trend rate of 4.5% per year. In addition, the unfunded, unrecognized actuarial accrued liability is being amortized as a level
dollar amount over a period of 30 years.

Other Postemployment Benefit Costs and Obligations

The annual non-pension postemployment benefit (OPEB) cost is actuarially determined in accordance with the parameters of GASB Statement
No. 45, which also forms the basis for calculating the annual required contribution (ARC) for the Port Authority and PATH. The ARC represents
the actuarially determined level of funding that, if paid on an ongoing basis, is projected to cover annual benefit costs and the 30-year open
amortization of the difference between the actuarial accrued liability and amounts previously recognized. The Port Authority has been recognizing
OPEB costs since 1985. The following reflects the components of the 2008 annual OPEB cost, amounts paid, and changes to the net accrued
OPEB obligation based on the January 1, 2008 actuarial valuation:

(In millions)
Normal actuarial cost $ 279
Amortization cost 76.4
Interest on Excess Contribution (1.3)
ARC 103.0
OPEB payments (85.3)
Increase in net OPEB obligation 17.7
Net accrued OPEB obligation as of 12/31/07 628.6
OPEB obligation as of 12/31/08 646.3
Trust Fund contribution (40.0)
Net accrued OPEB obligation as of 12/31/08 $606.3

As of January 1, 2008, the actuarially accrued liability for these benefits totaled approximately $1.8 billion. The difference between the actuarial
accrued liability of $1.8 billion and the sum of the $628.6 million liability previously recognized and the $83 million in trust fund assets is being
amortized using an open amortization approach over a 30 year period.

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 established a new prescription drug benefit commonly known
as Medicare Part D. The Port Authority's application to the Centers for Medicare and Medicaid Services (CMS) within the Department of Health
and Human Services to sponsor a Part D Plan for retirees was approved effective January 1, 2006. During 2008, the Port Authority received
approximately $3.5 million from the CMS as a Medicare Part D Plan sponsor, which was considered in the actuarial valuation of the liability.

The Port Authority and PATH's combined annual OPEB cost, the percentage of annual OPEB cost contributed to the plans, and the net accrued
OPEB obligation for 2008 and the two preceding years, were as follows:

OPEB Payments Net Accrued OPEB
Year ARC As a % of ARC Obligation
(% In thousands)
2008 $103,053 122% $606,256
2007 109,236 106% 628,561
2006 95,548 116% 635,066
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Funding Status

On December 14, 2006, the Port Authority established a restricted trust fund to provide funding for post employment benefits. In 2008, the Port
Authority contributed $10 million per quarter to The Port Authority of New York and New Jersey Retiree Health Benefits Trust with Wells Fargo
Bank, N.A-Institutional Trust Services serving as the Trustee.

The unfunded actuarial accrued liability for benefits for the three most recent valuation dates, the annual payroll amounts for active employees
covered by the plans and the ratio of the unfunded actuarial liability to covered payroll follows:

Ratio of the Unfunded
Actuarial Liability

Unfunded Actuarial Covered Payroll
Valuation Accrued for Active Employees

Date Benefit Liability Covered by the Plans to Covered Payroll
($ In millions)
1/1/2008 $1,689 $646 261%
1/1/2007 1,804 669 270%
1/1/2006 1,673 631 265%

Following are the Statements of Net Assets and Changes in Net Assets held in trust for OPEB for 2008 and 2007. The activities are accounted for
using the accrual basis of accounting and all investments are recorded at their fair value.

Statements of Plan Net Assets

December 31,
2008 2007

(In thousands)

ASSETS
Cash $13,869 $ 1
Investments, at fair value:
United States government agency obligations - 52,060
United States Treasury Bills - 30,895
Bond/Equity Funds 85,774 -
Total Investments 85,774 82,955
Total Assets 99,643 82,956
LIABILITIES

Accounts payable and other - _

NET ASSETS HELD IN TRUST FOR OPEB $99,643 $82,956

Statements of Changes in Plan Net Assets

Year ended December 31,
2008 2007

(In thousands)

Additions
Contributions $40,000 $40,000
Total Contributions 40,000 40,000
Investment Income:
Net change in fair value of investments (26,031) 136
Interest income 2,775 2,820
Investment expense (57) -
Total Net Investment (loss) gain (23,313) 2,956
Net Increase 16,687 42,956
Plan net assets, January 1 82,956 40,000
NET ASSETS HELD IN TRUST FOR OPEB $99,643 $82,956
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The audited financial statements for the year ended December 31, 2008 of the Port Authority of New York and New Jersey Retiree Health

Benefits Trust, which provides additional information concerning trust assets, are available from the Comptrollers’ Department of the Port Authority
of New York and New Jersey, 1 PATH Plaza, Jersey City, New Jersey 07306.

Note J - Commitments and Certain Charges to Operations

1. On December 17, 2008, the Board of Commissioners of the Port Authority adopted the annual budget for 2009. Approval of a budget by the
Board of Commissioners does not in itself authorize any specific expenditures, which are authorized from time to time by or as contemplated

by other actions of the Board of Commissioners consistent with statutory, contractual and other commitments of the Port Authority, including
agreements with the holders of its obligations.

2. At December 31, 2008, the Port Authority had entered into various construction contracts totaling approximately $4.6 billion, which are
expected to be completed within the next three years.

3. The Port Authority carries insurance or requires insurance to be carried (if available) on or in connection with its facilities to protect against
direct physical loss or damage and resulting loss of revenue and against liability in such amounts as it deems appropriate, considering self-insured
retentions, purchase of insurance through its captive insurance entity, PAICE, exceptions, or exclusions of portions of facilities, and the scope of
insurable hazards. In view of the current state of the insurance industry, availability of coverage may be constrained and premium costs may
increase for available coverage in connection with the Port Authority's periodic renewal of its insurance programs.

a. Property damage and loss of revenue insurance program:

The Port Authority's property damage and loss of revenue insurance program (which was renewed effective June 1, 2008 and expires on June 1,
2009) provides for coverage as follows:

General Coverage

(Excluding Terrorism) Terrorism Coverage

$1.225b of $250m TRIPRA*
purchased coverage coverage (PAICE)

$250m purchased
coverage

$25m in the aggregate self-insurance
after which purchased coverage applies

$5 million per occurrence deductible

* On December 26, 2007, the Federal government enacted the Terrorism Risk Insurance Program Reauthorization Act of 2007 (TRIPRA), which replaced the Federal
reinsurance provisions of the Terrorism Risk Insurance Act of 2002 (TRIA) and added reinsurance for acts of domestic terrorism in addition to acts of foreign terrorism
through December 31, 2014. Under TRIPRA, the Federal government reinsures 85% of certified terrorism losses, subject to a $100 million deductible and a 20%
insurance carrier/captive deductible, in an amount not to exceed an annual cap on all such losses payable under TRIPRA of $100 billion. No federal payments are
made under this program until the aggregate industry insured losses from acts of terrorism exceed $100 million.

$25m in the aggregate self-insurance
after which purchased coverage applies

$5 million per occurrence deductible
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Wind Coverage
(Sub-Limit to General Coverage)

$300m
purchased coverage

$25m in the aggregate self-insurance
after which purchased coverage applies

$5 million per occurrence deductible

b. Public liability insurance program:

(1) Aviation facilities

The Port Authority's public liability insurance program for aviation facilities (which was renewed effective October 27, 2008 and expires on
October 27, 2009) provides for coverage as follows:

General Coverage
(Excluding Terrorism) Terrorism Coverage

$1.25 billion aviation war risk** per

$1.25 billion per occurrence and in the :
occurrence and in the aggregate of

aggregate of purchased coverage

$3 million per occurrence deductible

** Aviation war risk generally includes war, hijacking and other perils, both domestically and internationally.

purchased coverage

(2) Non-Aviation facilities

The Port Authority's public liability insurance program for “non-aviation” facilities (which was renewed effective October 27, 2008 and which
expires on October 27, 2009) provides for coverage as follows:

General Coverage

(Excluding Terrorism) Terrorism Coverage
s $975 million excess $300 million purchased
_B above $17.5 million TRIPRA* coverage
= of purchased (PAICE)

% coverage

=

3

=
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P $25 million

LRl | of covera ge $175 million
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o $75 million
Q self-insurance

$5 million per occurrence deductible $5 million per occurrence deductible

* See footnote on page 71.

During each of the past three years, claims payments have not exceeded insurance coverage.

4. In providing for uninsured potential losses, the Port Authority administers its self-insurance program by applications from the Consolidated
Bond Reserve Fund and provides for losses by charging operating expense as liabilities are incurred. As of December 31, 2008, approximately
$81 million constituted appropriated reserves for self-insurance in the operating fund.

A liability is recognized when it is probable that the Port Authority has incurred an uninsured loss and the amount of the loss can be reasonably
estimated. The liability for unpaid claims is based upon the estimated cost of settling the claims, which includes a review of estimated claims
expenses, estimated recoveries and a provision for claims incurred but not reported. Changes in the liability amounts in 2008 and 2007 were:

Beginning Additions Year-end
Balance and Changes Payments Balance
(In thousands)

2008 $23,679 $14,000 $7,429 $30,250
2007 14,650 11,677 2,648 23,679

5. On October 16, 2006, the District of Columbia approved the establishment of a Port Authority captive insurance company, known as the
"Port Authority Insurance Captive Entity LLC" (“PAICE"), for the purpose of insuring certain risk exposures of the Port Authority and its wholly
owned entities. Under its current Certificate of Authority issued by the District of Columbia, PAICE is authorized to transact insurance business, in
connection with workers compensation, general liability, builders risk, property and terrorism insurance coverages for the Port Authority and its
wholly owned entities. With the passage of the Terrorism Risk Insurance Program Reauthorization Act of 2007 (TRIPRA), PAICE assumed coverage
for acts of domestic terrorism with respect to the Port Authority’s public liability and property damage and loss of revenue insurance programs

in addition to the previously provided coverage for acts of foreign terrorism. In addition, as of December 31, 2007, PAICE is providing the first
$1,000,000 in coverage under the Workers' Compensation portion, and the first $500,000 in coverage under the general liability aspect of the
Port Authority's contractor’s insurance program.
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Any changes in the lines of insurance being provided by PAICE or its capitalization are subject to prior approval of the Port Authority Board of
Commissioners’ Committee on Finance. PAICE also provides periodic reports with respect to its general operations to the Port Authority’s Board
of Commissioners.

The financial results for PAICE for the year ended December 31, 2008 follow. Amounts associated with PAICE recorded on the Port Authority's
consolidated financial statements have been adjusted to reflect intercompany transfers between the Port Authority and PAICE (see Schedule E).

(In thousands)
Financial Position

Total Assets $147,591
Total Liabilities 101,985
Net Assets $ 45,606

Operating Results

Revenues $ 47,649
Expenses 18,207
Net Income $ 29,442

Changes in Net Assets

Balance at January 1, 2008 $ 16,164
Net Income 29,442
Balance at December 31, 2008 $ 45,606

6. The 2008 balance of “Other amounts receivable, net” on the Consolidated Statements of Net Assets consists of the anticipated recovery of
the approximately $418 million net book value of various assets which comprised components of the World Trade Center complex destroyed on
September 11, 2001; approximately $42 million representing advance payments to Phoenix Constructors and Tishman Construction Corporation
for work performed in connection with the WTC Transportation Hub and the Freedom Tower; approximately $38 million representing the balance
due from the private full service vendor operating the plant at the Essex County Resource Recovery Facility under the conditional sale agreement
through which the vendor financed a portion of the construction costs of the plant; approximately $35 million in long-term receivables from Port
Authority tenants and approximately $3 million representing the balance due from Howland Hook Container Terminal, Inc. for the purchase of 7
cargo cranes.

7. In October 2002 and November 2003, the Port Authority and the Newark Legal and Communications Center Urban Renewal Corporation
received tax bills for the calendar years 2001, 2002 and 2003 totaling approximately $200,000, based on the City of Newark's assessed value
for the land upon which the Newark Legal and Communications Center is located. The Port Authority has been contesting the City of Newark's
allegation that the land upon which the Newark Legal and Communications Center is located is subject to real property tax. Along with the
execution of the amended agreement between the City of Newark and the Port Authority covering EWR and PN, the City of Newark and the Port
Authority have entered into a settlement agreement whereby the City of Newark has agreed to restore the Newark Legal and Communications
Center's tax-exempt status. It is presently anticipated that the City of Newark and the Port Authority will enter into further agreements with respect
to continuing payments pertaining to the tax-exempt status of the facility.

8. For PATH employees who are not covered by collective bargaining agreements (PATH exempt employees), the Port Authority has recognized,
as a matter of policy, an obligation to provide supplemental post-employment payments resulting in amounts generally comparable to benefits
available to similarly situated Port Authority employees. Such payments for PATH exempt employees totaled approximately $3 million in each of
years 2008 and 2007.

Notes to Consolidated Financial Statements
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9. The 2008 balance of “Other noncurrent liabilities” consists of the following:

Dec. 31, Dec. 31,
2007 Additions Deductions 2008
(In thousands)
Workers' compensation liability $ 47,452 $19,523 $25,111 $ 41,864
PATH exempt employees supplemental 23,319 3,694 2,758 24,255
Asset forfeiture 8,286 1,142 1,826 7,602
Surety and security deposits 9,036 796 1,988 7,844
Claims liability 23,679 14,000 7,429 30,250
Pollution Remediation - 36,138 5,934 30,204
Contractors Insurance Program-WTC 50,354 7,467 28,349 29,472
Other 5,726 388 523 5591
Gross other liabilities $167,852 $83,148 $73,918 177,082
Less current portion:
Workers' compensation liability 13,925
PATH exempt employees supplemental 2,782
Total other non-current liabilities $160,375

10. During 2008, $7.8 million in capital expenditures previously included in Facilities, net were determined to represent costs for projects at
various Port Authority facilities that will not proceed forward to completion, or for preliminary engineering and design work related to alternative
analyses no longer considered viable for ongoing projects. As a result, these charges were transferred to operating expense.

11. During 2008, the Port Authority provided both voluntary and involuntary termination benefits, including severance payments based
primarily on years of service and continued limited access to health, dental and life insurance, to 13 employees. Port Authority costs totaled
approximately $552,000 in 2008 for these severance programs. As of December 31, 2008, all severance amounts were recognized.

12. The Port Authority implemented GASB Statement No. 49 in 2008. In accordance with GASB Statement No. 49, a pollution remediation
expense provision totaling $34 million, net of $2.1 million in expected recoveries, and a corresponding liability were recorded on the Consolidated
Statements of Net Assets and the Consolidated Statements of Revenues, Expenses and Changes in Net Assets. The expense provision was
measured at its current value utilizing the prescribed expected cash flow method.

As of December 31, 2008, the pollution remediation liability totaled $30.2 million, primarily consisting of future remediation activities associated
with asbestos removal, lead abatement, ground water contamination, soil contamination, and arsenic contamination at Port Authority facilities.

Note K - Information with Respect to the Events of September 11, 2001

The World Trade Center's components, which included two 110-story office towers (One and Two World Trade Center), two nine-story office
buildings (Four and Five World Trade Center), an eight-story office building (Six World Trade Center), a 22-story hotel (Three World Trade Center),
a 47-story office building (Seven World Trade Center), an electrical sub-station (Con Ed Substation) under Seven World Trade Center, a retail
shopping mall, and a six level sub-grade area located below the World Trade Center complex, together with the PATH-World Trade Center rail
station (PATH-WTC station) were destroyed as a result of the terrorist attacks of September 11, 2001.

The terms of the original net leases established both an obligation and concomitant right for the net lessees, at their sole cost and expense,

to restore their net leased premises following a casualty whether or not the damage is covered by insurance proceeds in accordance, to the
extent feasible, prudent and commercially reasonable, with the plans and specifications as they existed before the casualty or as otherwise
agreed to with the Port Authority. The net lessees obtained property damage and business interruption insurance in a combined single limit
of approximately $3.5 billion per occurrence. As a result of a settlement process involving certain of the insurance companies providing a
portion of the net lessees’ property damage and business interruption insurance coverage, the net lessees, the Port Authority, the Federal and
state courts in which litigation pertaining to such insurance coverage was pending, as well as court-appointed mediators and the New York State
Insurance Department, a global settlement of the net lessees’ World Trade Center property damage and business interruption claim has been
achieved. Such settlement provided for a total recovery of approximately $4.57 billion against available policy limits of approximately $4.68 billion.
Approximately $2.3 billion of these funds has been used for the net lessees’ business interruption expenses, including the payment of rent to
the Port Authority, the prepayment of the mortgage loan entered into on July 24, 2001 by the Silverstein net lessees with GMAC Commercial
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Mortgage Corporation in the amount of approximately $562 million, and the purchase by the Port Authority on December 23, 2003 of the
retail net lessee from Westfield for $140 million as well as certain of their World Trade Center redevelopment expenses. The Port Authority now
owns 100% of the membership interest in and is the sole managing member of the retail net lessee, a single purpose entity, which is now
known as WTC Retail LLC.

Conceptual Framework for the Redevelopment of the Office and Retail Components of the World Trade Center

In connection with the implementation of the conceptual framework for the redevelopment of the WTC, the Port Authority acquired, as of
November 16, 2006, the office net lessee, 1 World Trade Center LLC, of the Freedom Tower and Tower 5, comprising, in the aggregate,
approximately 3.8 million square feet of office space. The other office net lessees, the Silverstein net lessees, will develop Towers 2, 3 and 4,
comprising, in the aggregate, approximately 6.2 million square feet of office space. The agreements also provide for a development schedule for
Towers 2, 3 and 4, the allocation of certain insurance proceeds and common infrastructure costs, and certain adjustments to rent, as well as the
use of New York Liberty Bond financing (allocations were made by the State of New York on July 14, 2006 and by the New York City Industrial
Development Agency on July 11, 2006, totaling $2.593 billion for the development of Towers 2, 3 and 4 and $702 million for the development
of the Freedom Tower and the retail components of the World Trade Center site).

Under a November 2006 World Trade Center Master Development Agreement among the Port Authority, PATH, 1 World Trade Center LLC, WTC
Retail LLC, and the Silverstein net lessees, a development schedule for Towers 2, 3 and 4 was established, providing for the Port Authority to
turn over the entire sites for Towers 3 and 4 to their respective net lessees by June 30, 2008, and to turn over the entire site for Tower 2 to

its net lessee by December 31, 2008. In the event that the Port Authority fails to meet any of the turnover dates, as adjusted for “unavoidable
delay” (generally, certain events outside the control of the Port Authority, including fault of other parties and breaches of the various agreements
that have an impact on the construction schedule), the Port Authority is obligated to pay liquidated damages in the total cumulative amount

of $300,000 per day until all turnover failures are cured. Any liquidated damages received by the Silverstein net lessees will be applied by the
Silverstein net lessees to project costs for Towers 2, 3 and 4. The Port Authority turned over the sites for Towers 3 and 4 (except for the retained
areas under Port Authority control) to the respective net lessees on February 17, 2008. The Port Authority made a partial turnover (excluding the
retained area) of the site for Tower 2 and the retained area with respect to the site for Tower 4 to the respective net lessees on October 5, 2008.
On November 12, 2008 the Silverstein net lessees initiated the arbitration process under the Master Development Agreement, contending that
the Port Authority failed to satisfy the conditions for partial site turnover of the site for Tower 2 (excluding the retained area) and turnover of the
retained parcel with respect to the site for Tower 4. On December 11, 2008, an arbitration panel issued a ruling in favor of the Silverstein net
lessees. As of December 31, 2008, the Port Authority has incurred an obligation of $69.6 million in liquidated damages for Towers 2, 3 and 4.
Under the Master Development Agreement, as amended on June 12, 2008, Towers 2, 3 and 4 are to be constructed by the respective Silverstein
net lessees so that substantial completion is achieved on or before April 30, 2012 with respect to Tower 4, and June 30, 2012 with respect to
Towers 2 and 3, in each case subject to a one-year extension at the option of the respective Silverstein net lessee. These completion dates are
subject to “unavoidable delay,” generally, certain events outside the control of a Silverstein net lessee, including Port Authority fault and breaches
of the various agreements that have an impact on the construction schedule. Additionally, the Port Authority has the right to foreclose upon the
membership interests and certain cash proceeds of the Silverstein net lessees of Towers 2, 3 and 4, in the event that any Silverstein net lessee
fails to substantially complete its Tower by the applicable completion date, as extended by “unavoidable delay,” subject to certain rights of the net
lessees to cure any such default and other procedural requirements.

On January 4, 2008, the Port Authority authorized WTC Retail LLC to enter into agreements with Westfield establishing a Joint Venture between
WTC Retail LLC and Westfield for the development, leasing and management of approximately 488,000 square feet of retail space throughout the
World Trade Center site. After the application of WTC Retail LLC's investment of $200 million in subordinated equity, WTC Retail LLC and Westfield
are each responsible for fifty-percent of the remaining $1.25 billion in total project costs.

Future minimum rentals (see Note G) include rentals of approximately $95 billion attributable to the World Trade Center net leases described
above. The inclusion of this amount in future rentals is predicated upon the assumption that the net lessees of various components of the
World Trade Center will continue to meet their contractual commitments pertaining to their net leased properties, including those with respect to
the payment of rent and the restoration of their net leased properties. The net lessees’ ability to meet these contractual commitments may be
affected by the outcome of certain pending and future litigation involving insurance and other matters, the nature of the downtown Manhattan
real estate market, and coordination among various public and private sector entities involved in the redevelopment of downtown Manhattan.

The Memorial

On July 6, 2006, the Board of Commissioners authorized the Port Authority to enter into an agreement with the Lower Manhattan Development
Corporation (LMDC), the World Trade Center Memorial Foundation (the Memorial Foundation), the City of New York and the State of New York
for the construction by the Port Authority of the World Trade Center Memorial. The agreement establishes the general areas of responsibility of the
parties for the design, development, construction, financing and operation of the project, which will include the Memorial and Memorial Museum,
the Visitor Orientation and Education Center (VOEC) and the related common and exclusive infrastructure.

Notes to Consolidated Financial Statements
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In connection with the funding of the costs of the construction of the project, the Memorial Foundation and the LMDC are responsible for
providing $280 million and $250 million, respectively, for the Memorial and Memorial Museum; the State of New York is responsible for providing
$80 million for the VOEC; and the Port Authority is responsible for providing up to $150 million for the infrastructure. The Port Authority does not
have any responsibility for the operation and maintenance of the Memorial, the Memorial Museum or the VOEC.

World Trade Center Assessment

On October 2, 2008, the Executive Director of the Port Authority issued the Final Report outlining a comprehensive road map that will guide the
ongoing rebuilding efforts at the World Trade Center site, and bring a new level of certainty and control to the complex projects. The Final Report
sets forth a new timetable for completion of the Freedom Tower, scheduled for completion between the second and fourth quarters of 2013,

at a cost of approximately $3.1 billion. In addition, the World Trade Center Memorial Plaza is scheduled for completion by September 11, 2011.
Certain street-level landscaping for the Memorial will be completed later, along with the underground museum portion of the Memorial scheduled
for completion between the first and second quarters of 2013. The Final Report also set forth that the World Trade Center Transportation Hub will
be completed between the fourth quarter of 2013 and the second quarter of 2014, at a cost of approximately $3.2 billion and that the vehicular
security center, which will serve as the underground access point for the commercial development on the site, will be completed between the
first and third quarters of 2012, at a cost of approximately $633 million.

Accounting

In 2001, the Port Authority reclassified and recognized as an operating expense the $1.1 billion net book value of various assets consisting
primarily of buildings, infrastructure and certain ancillary equipment that together comprised the components of the World Trade Center complex
destroyed as a result of the September 11, 2001 terrorist attacks. A receivable in an amount equal to such net book value was recorded in 2001.
In connection with the recovery for and redevelopment of certain assets comprising the World Trade Center, the receivable has been reduced to
approximately $418 million on the Port Authority's financial statements for the year ended December 31, 2008.

As of December 31, 2008, recoverable amounts of approximately $1.83 billion comprising $1.41 billion in proceeds from the Port Authority's
insurance policies and $413 million from the FEMA have been recognized by the Port Authority. Of this amount, $1.31 billion has been
recognized as revenue net of $446 million of expenses related to the events of September 11, 2001, primarily the cost of office space necessary
to replace the Port Authority's offices that were located at the World Trade Center, and the balance of approximately $68 million has been applied
to a portion of the outstanding receivable representing the net book value of the properties destroyed. The Port Authority received the maximum
amount allocated by FEMA for reimbursement of the Port Authority's costs related to the events of September 11, 2001.
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Year ended December 31, 2008 2007
Operating Reserve Combined Combined
Fund Funds Total Total
(In thousands)

Gross operating revenues:

Rentals $ 1,079,634 $ - $ 1,079,634 $ 986,663

Tolls and fares 1,054,801 - 1,054,801 800,244

Aviation fees 816,628 - 816,628 781,355

Parking and other 328,220 - 328,220 387,966

Utilities 169,576 - 169,576 149,537

Rentals - Special Project Bonds Projects 78,693 - 78,693 85,861
Total gross operating revenues 3,527,552 - 3,527,552 3,191,626
Operating expenses:

Employee compensation, including benefits 941,289 - 941,289 922,671

Contract services 670,489 - 670,489 587,730

Materials, equipment and other 314,722 - 314,722 212,147

Rents and amounts in-lieu-of taxes 274916 - 274,916 271,073

Utilities 183,583 — 183,583 167,912

Interest on Special Project Bonds 78,693 - 78,693 85,861
Total operating expenses 2,463,692 - 2,463,692 2,247,394
Amounts in connection with operating asset obligations 41,301 - 41,301 40,787
Net (recoverables) expenses related to the events
of September 11, 2001 (457,918) - (457,918) 4,563
Net operating revenues 1,480,477 - 1,480,477 898,882
Financial income:

Interest income 33,419 50,788 84,207 116,819

Net (decrease) increase in fair value of investments 10,334 (114,078) (103,744) 91,455
Contributions in aid of construction 313,078 - 313,078 313,504
Application of Passenger Facility Charges 215,407 - 215,407 220,583
Application of TWTC LLC/WTC Retail LLC Insurance Proceeds 411,278 - 411,278 305,532
Restricted Net Operating Revenues - PAICE (4,311) - (4.311) (1,354)
Grants 9,811 - 9,811 11,310
Pass-through grant program payments (3,130) - (3,130) (4,717)
Net revenues available for debt service and reserves 2,466,363 (63,290) 2,403,073 1,952,014
Debt service:

Interest on bonds and other asset financing obligations 409,175 28,797 437,972 453,286

Debt maturities and retirements 152,275 - 152,275 177,160

Repayment of asset financing obligations - 80,775 80,775 110,424
Total debt service 561,450 109,572 671,022 740,870
Transfers to reserves $(1,904,913) 1,904,913 - -
Revenues after debt service and transfers to reserves 1,732,051 1,732,051 1,211,144
Direct investment in facilities (1,514,369) (1,514,369) (808,694)
Change in appropriations for self-insurance 2,123 2,123 (3,220)
Increase in reserves 219,805 219,805 399,230
Reserve balances, January 1 2,172,924 2,172,924 1,773,694
Reserve balances, December 31 $2,392,729 $ 2,392,729 $2,172,924

See Notes to Consolidated Financial Statements

Schedule B - Assets and Liabilities
(Pursuant to Port Authority bond resolutions)

December 31, 2008 2007
Operating Capital Reserve Combined Combined
Fund Fund Funds Total Total
(In thousands)
ASSETS
Current assets:
Cash $ 309,030 $ - $ 41,684 $ 350,714 $ 89,233
Restricted cash:
1 WTC LLC/WTC Retail LLC insurance proceeds 305,470 - - 305,470 450,000
Passenger Facility Charges 2 - - 2 358
Port Authority Insurance Captive Entity, LLC 15,718 - - 15,718 43,319
Investments 489,655 - 782,416 1,272,071 2,557,858
Restricted Investments 4,449 - - 4,449 -
Current receivables, net 292,189 81,816 - 374,005 398,268
Other current assets 50,374 130,425 - 180,799 159,331
Restricted receivables and other assets 35,324 - - 35,324 24,682
Total current assets 1,502,211 212,241 824,100 2,538,552 3,723,049
Noncurrent assets:
Restricted cash 7,346 - - 7,346 8,236
Restricted 1 WTC LLC/WTC LLC Retail insurance proceeds - - - - 207,077
Investments 156,699 278,874 1,568,629 2,004,202 849,551
Restricted Investments - PAICE 68,341 - - 68,341 -
Other amounts receivable, net 34,901 500,254 - 535,155 741,378
Deferred charges and other noncurrent assets 1,256,926 242,962 - 1,499,888 1,292,262
Restricted deferred/other noncurrent assets - PAICE 15,908 - - 15,908 15,055
Amounts receivable - Special Project Bonds Projects - 1,107,006 - 1,107,006 1,252,622
Invested in facilities - 28,616,523 - 28,616,523 26,241,332
Total noncurrent assets 1,540,121 30,745,619 1,568,629 33,854,369 30,607,513
Total assets 3,042,332 30,957,860 2,392,729 36,392,921 34,330,562
LIABILITIES
Current liabilities:
Accounts payable 259,012 457,787 - 716,799 778,875
Accrued interest and other current liabilities 479,845 35,935 - 515,780 321,287
Restricted other liabilities - PAICE 271 - - 271 382
Accrued payroll and other employee benefits 131,820 - - 131,820 116,991
Deferred income:
1 WTC LLC/WTC Retail LLC insurance proceeds 305,470 - - 305,470 657,077
Passenger Facility Charges 20,938 - - 20,938 24,668
Restricted Net Operating Revenues - PAICE 5,665 - - 5,665 1,354
Current portion bonds and other asset financing obligations 155,696 824,100 - 979,796 1,974,486
Total current liabilities 1,358,717 1,317,822 - 2,676,539 3,875,120
Noncurrent liabilities:
Accrued pension and other noncurrent employee benefits 609,326 - - 609,326 632,059
Other noncurrent liabilities 128,595 31,780 - 160,375 152,963
Restricted other noncurrent liabilities - PAICE 35,141 - - 35,141 20,803
Amounts payable - Special Project Bonds - 1,118,105 - 1,118,105 1,264,735
Bonds and other asset financing obligations 780,051 10,222,461 - 11,002,512 9,559,060
Total noncurrent liabilities 1,553,113 11,372,346 - 12,925,459 11,629,620
Total liabilities 2,911,830 12,690,168 - 15,601,998 15,504,740
NET ASSETS $ 130,502 $18,267,692 $2,392,729 $20,790,923 $18,825,822
Net assets are composed of:
Facility infrastructure investment $ 50,000 $18,267,692 $ - $18,317,692 $16,570,273
Reserves - - 2,392,729 2,392,729 2,172,924
Appropriated reserves for self-insurance 80,502 - - 80,502 82,625
Net assets $ 130,502 $18,267,692 $2,392,729 $20,790,923 $18,825,822

See Notes to Consolidated Financial Statements
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Schedule C - Analysis of Reserve Funds
(Pursuant to Port Authority bond resolutions)

Year ended December 31, 2008 2007

General Consolidated
Reserve Bond Reserve Combined Combined
Fund Fund Total Total

(In thousands)

Balance, January 1 $1,238915 $ 934,009 $2,172,924 $1,773,694
Increase in reserve funds* 31,300 1,810,323 1,841,623 1,357,645

1,270,215 2,744,332 4,014,547 3,131,339

Applications:
Repayment of asset financing obligations 80,775 80,775 110,424
Interest on asset financing obligations 28,797 28,797 36,077
Direct investment in facilities 1,514,369 1,514,369 808,694
Self-insurance (2,123) (2,123) 3,220

Total applications - 1,621,818 1,621,818 958,415

Balance, December 31 $1,270,215 $1,122,514 $2,392,729 $2,172,924

* Consists of net transfers from operating fund and income on investments, including fair market valuation adjustments of $(114) million and $57 million for 2008
and 2007, respectively.

Statistical & Other Supplemental Information

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

For the Year Ended December 31, 2008

THE PORT AUTHORITY OF NY & NJ

See Notes to Consolidated Financial Statements
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Statistical Section

The Statistical Section presents additional information as a context for further understanding the information in the financial statements,
note disclosures and schedules. The information contained in this section is unaudited.

Financial Trends - Schedule D-1

Trend information is provided to help the reader understand how the Port Authority’s financial performance and fiscal health have
changed over time.

Debt Capacity - Schedule D-2
The Port Authority has several forms of outstanding obligations (see Note D).

Information on Port Authority revenues, outstanding obligations, debt service, and reserves is included here for statistical
purposes (more detailed information about the various kinds of debt instruments used by the Port Authority can be found in
Note D, and the reserve funds are described in Note E). Debt limitations — including, in some cases, limits on total authorized

amounts or requirements for the issuance of additional bonds — may be found in the various resolutions establishing and
authorizing such obligations.

Demographic and Economic Information - Schedule D-3

This schedule offers demographic and economic indicators to provide a better understanding of the environment within which the
Port Authority’s financial activities take place.

Operating Information — Schedule D-4

Operating and service data are provided to help the reader understand how the information in the Port Authority’s financial report
relates to the services it provides and the activities it performs.
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2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
(In thousands)

Net Assets are composed of: (a)
Invested in capital assets net of related debt $7,526,446 $6,609,691 $5,872,518 $5,725,929 $5,563,683 $5,397,959 $4,492,027 $3,814,967 $ - $ -
Restricted 409,800 719,306 208,771 17,916 14,651 15,153 16,505 245,319 - -
Unrestricted 1,895,118 1,608,284 1,553,114 1,371,928 1,375,533 1,389,219 1,410,763 1,119,047 - -
Net Assets $9,831,364 $8,937,281 $7,634,403 $7,115,773 $6,953,867 $6,802,331 $5,919,295 $5,179,333 $4,963,571 $4,554,977
Revenues, Expenses and Changes in Net Assets:
Gross operating revenues:

Rentals $1,079,634 $ 986,663 $ 952,431 $ 928,395 $ 877,306 $ 858414 $ 832,527 $ 976,054 $1,218,093 $1,119,719

Tolls and Fares 1,054,801 800,244 798,682 787,381 788,333 758,326 774,337 750,782 616,722 595,691

Aviation Fees 816,628 781,355 716,700 748,811 714,766 705,302 672,175 560,951 382,604 363,015

Parking and other fees 328,220 387,966 335,019 296,663 269,413 234,261 197,912 202,864 219,985 247,695

Utilities 169,576 149,537 146,822 147,795 121,436 112,555 97,184 126,956 113,054 123,356

Rentals associated with Special Project Bonds 78,693 85,861 88,884 91,648 93,570 95,193 96,448 97,195 97,870 98,036
Cross operating revenues 3,527,552 3,191,626 3,038,538 3,000,693 2,864,824 2,764,051 2,670,583 2,714,802 2,648,328 2,547,512
Operating expenses:

Employee compensation, including benefits 941,289 922,671 840,640 870,784 806,890 769,711 777,146 654,074 648,171 630,752

Contract services 670,489 587,730 590,197 564,332 545,404 543,927 622,781 600,686 619,462 560,425

Materials, equipment and other 314,722 212,147 187,996 168,139 141,367 150,961 135,321 157,004 133,166 122,778

Rents and amounts in-lieu-of taxes 274,916 271,073 254,178 243,411 252,658 237,014 140,614 96,401 131,431 133,556

Utilities 183,583 167,912 150,729 149,604 141,476 122,445 113,880 140,436 142,261 131,717

Interest on Special Project Bonds 78,693 85,861 88,884 91,648 93,570 95,193 96,448 97,195 97,870 98,036
Operating expenses 2,463,692 2,247,394 2,112,624 2,087,918 1,981,365 1,919,251 1,886,190 1,745,796 1,772,361 1,677,264
Net recoverables (expenses) related to the events

of September 11, 2001 457,918 (4,563) (2,069) (3,358) (4,985) 664,211 474,663 (270,334) - -
Depreciation of facilities (644,620) (632,553) (674,940) (643,732) (575,539) (488,986) (406,484) (422,739) (410,936) (400,103)
Amortization of costs for regional programs (70,840) (59,316) (49,319) (42,996) (38,677) (32,112) (28,762) (20,014) (19,749) (19,468)
Income from operations 806,318 247,800 199,586 222,689 264,258 987,913 823,810 255919 445,282 450,677
Income on investments (including fair value adjustment) (4,976) 229,812 137,968 105,579 59,047 66,148 97,812 144,618 167,028 117,584
Interest expense on bonds and other asset financing (488,463) (493,689) (454,134) (422,334) (391,870) (344,755) (336,725) (338,332) (361,912) (368,701)
Gain (loss) on disposition of assets 7 17,011 (3,741) (55) - 787 - - 1,620 (1,377)
Contributions in aid of construction 313,078 313,504 250,904 107,262 81,173 57,568 36,258 40,070 - -
Passenger Facility Charges 211,667 221,380 192,509 134,429 125,532 109,111 110,471 113,487 120,404 115,837
TWTC LLC/WTC Retail LLC insurance proceeds 49,771 760,467 184,901 - - - - - - -
Grants 9,811 11,310 17,469 14,336 13,396 34,501 19,892 - - -
Capital funding provided by others - - - - - - - - 36,173 55,773
Pass-through grant program payments (3,130) 4,717) (6,832) - - (28,237) (11,556) - - -
Increase in net assets December 31, $ 894,083 $1,302,878 $ 518,630 $ 161,906 $ 151,536 $ 883,036 $ 739,962 $ 215,762 $ 408,595 $ 369,793

(a) Data not available for classifying net assets prior to the implementation of GASB Statement No. 34 for year 2001.
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Schedule D-2 - Selected Statistical Debt Capacity Data

2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
(In thousands)
Gross Operating Revenues $ 3,527,552 $ 3,191,626 $ 3,038,538 $ 3,000,693 $ 2,864,824 $2,764,051 $2,670,583 $2,714,802 $ 2,648,328 $2,547,512
Operating expenses (2,463,692) (2,247,394) (2,112,624) (2,087,918) (1,981,365) (1,919,251) (1,886,190) (1,745,796) (1,772,361) (1,677,264)
Net recoverables (expenses) related to the events
of September 11, 2001 457,918 (4,563) (2,069) (3,358) (4,985) 664,211 474,663 (270,334) - -
Amounts in connection with operating asset obligations (41,301) (40,787) (42,391) (48,008) (34,609) (35,113) (35,960) (36,696) (37,188) (35,957)
Net operating revenues 1,480,477 898,882 881,454 861,409 843,865 1,473,898 1,223,096 661,976 838,779 834,291
Financial income (19,537) 208,274 134,806 103,572 57,403 61,765 95,962 143,381 162,811 104,657
Grants and contributions in aid-of-construction, net 319,759 320,097 261,541 121,598 94,569 63,832 44,594 40,070 - -
Application of Passenger Facility Charges 215,407 220,583 186,555 113,649 - - - - - -
Application of TWTC LLC/WTC LLC Retail Insurance Proceeds 411,278 305,532 - - - - - - - -
Restricted Net Operating Revenues - PAICE (4,311) (1,354) - - - - - - - -
Net Revenues available for debt service and reserves 2,403,073 1,952,014 1,464,356 1,200,228 995,837 1,599,495 1,363,652 845,427 1,001,590 938,948
DEBT SERVICE - OPERATIONS
Interest on bonds and other asset financing obligations (409,175) (417,209) (379,361) (355,068) (345,129) (291,514) (282,635) (266,944) (318,912) (323,954)
Times, interest earned(a) 5.87 4.68 3.86 3.38 2.89 5.49 4.82 3.17 3.14 2.90
Debt maturities and retirements (152,275) (177,160) (254,210) (205,220) (211,870) (698,280) (181,250) (171,340) (158,435) (138,225)
Times, debt service earned(a) 4.28 328 2.31 2.14 1.79 1.62 2.94 1.93 2.10 2.03
DEBT SERVICE - RESERVES
Direct investment in facilities (1,514,369) (808,694) (490,750) (626,813) (285,441) (542,260) (433,747) (462,129) (404,388) (233,260)
Debt retirement acceleration - - - - (110,075) (183,120) (283,502) (25,000) (60,000) -
Change in appropriations for self-insurance 2,123 (3,220) (4,968) (5,325) 249 (15,201) (19,017) 14,270 (5,101) (4,247)
Interest on bonds and other asset financing obligations (28,797) (36,077) (26,587) (17,645) (8,684) (6,860) (15,828) (27,964) - -
Repayment of asset financing obligations (80,775) (110,424) (109,934) (12,205) (10,737) (6,329) (5,863) (6,390) (10) (172)
Net increase(decrease) in reserves 219,805 399,230 198,546 (22,048) 24,150 (144,069) 141,810 (100,070) 54,744 239,090
RESERVE BALANCES
January 1 2,172,924 1,773,694 1,575,148 1,597,196 1,573,046 1,717,115 1,575,305 1,675,375 1,620,631 1,381,541
December 31 $ 2,392,729 $ 2,172,924 $ 1,773,694 $ 1,575,148 $ 1,597,196 $ 1,573,046 $1,717,115 $ 1,575,305 $ 1,675,375 $ 1,620,631
Reserve funds balances represented by:
General Reserve 1,270,215 1,238,915 1,198,499 1,068,790 1,068,790 948,902 907,075 880,041 848,095 839,671
Consolidated Bond Reserve 1,122,514 934,009 575,195 506,358 528,406 624,144 810,040 695,264 827,280 780,960
Total $ 2,392,729 $ 2,172,924 $ 1,773,694 $ 1,575,148 $ 1,597,196 $ 1,573,046 $1,717,115 $ 1,575,305 $ 1,675,375 $ 1,620,631
OBLIGATIONS AT DECEMBER 31
Consolidated Bonds and Notes $10,794,831 $ 9,495,419 $ 9,659,104 $ 8,328,644 $ 8,273,573 $ 7,053,296 $ 6,630,205 $ 6,092,735 $ 5,889,613 $ 5,916,804
Fund Buy-out obligation 398,262 409,128 419,155 420,660 422,050 423,330 424,513 425,606 419,696 414,246
Amounts payable - Special Project Bonds 1,107,006 1,264,735 1,311,100 1,354,425 1,393,920 1,420,240 1,442,450 1,457,705 1,468,965 1,477,275
Variable rate master notes 90,990 90,990 130,990 130,990 130,990 149,990 149,990 214,990 214,990 215,990
Commercial paper notes 186,040 238,950 270,740 282,095 280,315 249,200 180,408 356,880 251,885 123,595
Versatile structure obligations 399,700 1,205,600 519,600 532,100 544,000 554,500 560,600 566,000 571,300 575,900
Port Authority equipment notes 112,485 93,460 93,460 47,105 65,105 61,800 107,100 112,100 84,200 87,150
Total obligations $13,089,314 $12,798,282 $12,404,149 $11,096,019 $11,109,953 $9,912,356 $ 9,495,266 $9,226,016 $ 8,900,649 $ 8,810,960
DEBT RETIRED THROUGH INCOME:
Annual 233,050 287,584 364,144 217,425 332,682 887,729 470,615 202,730 218,445 138,396
Cumulative $ 6,957,506 $ 6,724,456 $ 6,436,872 $ 6,072,728 $ 5,855,303 $ 5,522,621 $ 4,634,892 $ 4,164,277 $ 3,961,547 $ 3,743,102
(a) Debt service ratios excluding net (expenses) recoverables related to the events of September 11, 2001 and net amounts associated with
the1993 bombing are as follows:
Times, interest earned 4.75 4.69 3.87 3.39 2.90 3.21 3.15 4.18 3.14 2.90
Times, debt service earned 3.46 3.29 231 2.15 1.80 0.94 1.92 2.55 2.10 2.03

Note: This selected financial data is prepared primarily from information contained in Schedules A, B and C and is presented for general
information only and is not intended to reflect the specific applications of the revenues and reserves of the Port Authority, which are
governed by statutes and its bond resolutions.
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Schedule D-3 Selected Statistical Demographic and Economic Data

Schedule D-4 Selected Statistical Operating Data

The New York-New Jersey Metropolitan Region, one of the largest and most diversified in the nation, consists of the five New York boroughs 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999
of Manhattan, Brooklyn, Queens, Staten Island and The Bronx; the four suburban counties of Nassau, Rockland, Suffolk and Westchester; and Authorized Port Authority staffing levels:
the eight northern New Jersey counties of Bergen, Essex, Hudson, Middlesex, Morris, Passaic, Somerset and Union. The following demographic Tunnels, Bridges and Terminals 940 910 938 1,010 1,039 1,023 1,034 1,058 1,030 1,056
information is provided for this 17-county region that comprises approximately 3,900 square miles. PATH 1,088 1,075 1,080 1,089 1,092 1,093 1,095 1,072 1,000 1,016
Port Commerce facilities 179 168 175 183 187 191 192 193 173 181
Total Per-capita Unemployment Air Terminal facilities 978 918 953 989 999 999 997 998 934 959
Population Personal Income Personal Income Employment Rate Development (@) . 86 7 - N - - - B - -
(2) (3) (2) (3) (4) (5) Other operational and support activities (b) 2,082 2,208 2,259 2,382 2,403 2,409 2,418 2,447 2,402 2,436
Subtotal 5,353 5,356 5,405 5,653 5,720 5715 5,736 5,768 5,539 5,648
(In thousands) Public Safety and Security 1,774 1,772 1,776 1,541 1,547 1,519 1,499 1,425 1,375 1,371
2008 (1) 17,198 $961,824,336 $55.93 8,040.7 5.30% Total 71217 7,128 7,181 7,194 7,267 7,234 7,235 7,193 6914 7,019
2007 17,170 $919,496,976 $53.55 8,017.2 4.50%
2006 17,178 $834,929,262 $48.60 7,894.2 4.70% Facility Traffic and Other Indicators: (In thousands)
2005 17,181 $781,458,630 $45.48 7,796.8 5.00% INTERSTATE TRANSPORTATION NETWORK
2004 17,143 $749,] 90,737 $43.70 7,7%9.5 5.80% Tunnels and Bridges (Total Eastbound Traffic)
o George Washington Bridge 52,947 53,956 54,265 53,612 54,202 52,971 54,674 53,467 54,327 53,601
2003 17,089 $699,191,901 $40.91 77144 6.70% Lincoln Tunnel 20,937 21,842 21,933 21794 21733 21,078 20,931 20,987 22,005 21610
2002 17,021 $687,559,899 $40.39 7,748.1 6.60% Holland Tunnel 16,871 17,349 17,365 16,982 16,963 16,566 15,764 14,616 17,797 17,555
2001 16941 $690 877666 $4o79 78919 5.00% Staten Island Bridges 32,970 33,857 33,457 33,479 33,649 33,205 33,875 32,812 32,194 31,554
2000 16.789 $674.214.026 $40.16 79541 4.60% Total vehicles 123,725 127,004 127,020 125867 126547 123820 125244 121,882 126323 124320
0,
1999 16,674 $622,227,216 $37.32 7,755.7 5.30% Automobiles 112,176 115349 115506 114481 115219 112,869 114005 110753 115149 113479
1998 16,510 $593,738,796 $35.96 7,544.5 5.70% Buses 3,158 3,139 3,140 3,137 3,123 3,041 3,121 2,842 2,571 2,626
Trucks 8,391 8,516 8374 8,249 8,205 7,910 8118 8287 8,603 8215
Total vehicles 123,725 127,004 127,020 125867 126547 123820 125244 121,882 126323 124320
Leading employment by major industries (% of total) (5) (6
g ploy y ) ( ) ( ) ( ) Bus Facility Terminals
2008 1999 Bus facilities passengers 71,754 71,540 72,731 69,060 69,871 69,428 69,236 71,560 71,360 71,464
) ) Bus movements 3,375 3,361 3394 3346 3426 3,447 3,561 3515 3,532 3312
Education & Health Services 17.0% 14.9%
Government 15.2% 14.8% PATH
Professional & Business Services 15.2% 14.9% Total Passengers 74,954 71,592 66,966 60,787 57,725 47,920 51,920 69,791 74,087 67,332
) ’ ’ Passenger weekday average 252 242 227 206 194 160 174 241 255 232
Retail Trade 10.0% 10.0%
Financial Activities 9.1% 9.8% Total Interstate Transportation Network
. . Net Capital Expenditures $834,742  $660,620 $491269  $471306  $463,652  $751,509  $474978 $ 198725  $209,567  $184,578
Leisure & Hospitality 71.2% 5.8% praEP
Manufacturing 5.2% 8.0% PORT COMMERCE
Wholesale Trade 5.0% 5.4% o ) )
. Containers in twenty foot equivalent units (TEU) 5,249 5,298 5015 4,793 4,478 4,068 3,749 3,316 3,051 2,829
Other Services 4.8% 4.8% International waterborne vehicles 724 790 725 625 670 608 634 611 668 517
Construction 4.2% 3.7% Waterborne bulk commodities (in metric tons)
(in millions) 5 7 6 5 5 3 2 4 3 3
TWU* 3.7% 4.1%
Information 3.4% 3.8% Total Port Commerce Net Capital Expenditures $181,772  $288,677  $228,873  $220,545  $258669  $298,162  $209,942 $ 97,151 $105,959 $ 65,164
THREE MAJOR AIR TERMINALS
John F. Kennedy International Airport
) o ) » total passengers 47,790 47,717 42,630 40,892 37,517 31,737 29,939 29,351 32,828 31,708
(1) Data for 2008 is preliminary and subject to revision. LaGuardia Airport total passengers 23,077 24,985 25,810 25,889 24,452 22,483 21,987 22,525 25,360 23,927
(2) Source - US Census Bureau, years 1999-2007, 2008 data estimate by Global Insight Newark Liberty International Airport
(3) Source - US Bureau of Economic Analysis, years 1999-2006, 2007-2008 data estimate by Global Insight total passengers 35347 36367 35692 33078 31908 29451 29,221 31100 34189 33625
(4) Source - US Bureau of Labor Statistics Total passengers 106,214 109,069 104,132 99,859 93,877 83,671 81,147 82,976 92,377 89,258
(5) Source - US Bureau of Labor Statistics, years 1999-2007, 2008 New York and New Jersey Departments of Labor )
. i ) . L Domestic passengers 71,579 75,546 73,163 70,223 66,329 59,655 57,320 58,225 63,962 62,161
(6) Employment by maJor‘ industries are ‘prowded by the New York and New Jersey Pepartments of Labor by Iabor areas and I.nC|l:lde a limited International passengers 34,635 33523 30,969 29,636 27548 24016 23,827 24751 28415 27,097
number qf locales immediately sur'ro,undmg the 17—c9unty New York-New .Jersey region. These labor areas cpnsnst of 23 counties in thg Totl passengers 106214 109069 104132 99859 95877 85671 o147 82976 923577 89250
metropolitan area. The Port Authority's 17-county region comprises approximately 93% of the employment in the larger 23-county region. The
inclusion of these areas is not expected to impact labor employment by industry. The presentation of the region’s labor by industry for years Total Cargo-tons 2,343 2,620 2,697 2,695 2,799 2,723 2,583 2,451 2,955 2,859
2008 and 1999 provides additional historical perspective on the Region'’s labor force that primarily comprises the Port Authority's customer base. Revenue Mail-tons 237 227 194 180 194 188 147 239 322 331
y L . . Total Plane M 124 1271 1222 1,191 1 1,02 1, 1,101 117 1,164
Industry definitions can be found at the US Department of Labor Statistics website at www.bls.gov/bls/naics.htm. otal Plane Movements ° ? * 020 06 0 ? 6
Total Air Terminals Net Capital Expenditures $624,700  $685787  $587,265 $501,476  $410581  $560,695  $784,711 $1,043,477  $811,742  $644,893

* Transportation and Warehousing, and Utilities Industry

(a) Development Department was established in early 2007.

(b) Includes staff such as engineering, finance, human resources, legal, technical services and other activities that provide support to the different Port Authority lines of business.
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Year ended December 31, 2008 2007
Gross Depreciation  Income (Loss) Interest PFCs, Net Net
Operating op g & from & Other Grants & Income Income
Exp (a) Amorti Operati Exp (b) Other (Loss) (Loss)
(In thousands)
INTERSTATE TRANSPORTATION NETWORK
G.W. Bridge & Bus Station $ 438,967 $ 108,125 $ 35,635 $ 295,207 $ 26,729 $ 548 $ 269,026 $ 165,260
Holland Tunnel 115,006 67,494 17,348 30,164 13,899 407 16,672 (6,541)
Lincoln Tunnel 153,536 87,924 34,344 31,268 23,958 667 7,977 (4,336)
Bayonne Bridge 27,976 22,229 5,852 (105) 7,459 147 (7,817) (5,876)
Goethals Bridge 117,395 25,107 7,374 84914 5,721 138 79,331 50,259
Outerbridge Crossing 105,938 22,986 11,042 71910 5,148 129 66,891 44,870
P. A. Bus Terminal 32,546 102,700 17,441 (87,595) 16,421 4775 (99,241) (75,566)
Subtotal - Tunnels, Bridges & Terminals 991,364 436,565 129,036 425,763 99,335 6811 333,239 168,070
PATH 108,437 280,612 98,414 (270,589) 65,758 2,653 (333,694) (282,910)
Permanent WTC PATH Terminal - - 7,415 (7,415) - 197,590 190,175 209,803
Journal Square Transportation Center 2,682 9,697 5,622 (12,637) 3,545 - (16,182) (12,882)
Subtotal - PATH 111,119 290,309 111,451 (290,641) 69,303 200,243 (159,701) (85,989)
Ferry Transportation 173 4,500 223 (4,550) 2,945 2,622 (4,873) (5,924)
Access to the Region's Core (ARC) - - - - 158 - (158) -
Total Interstate Transportation Network 1,102,656 731,374 240,710 130,572 171,741 209,676 168,507 76,157
AIR TERMINALS
LaGuardia 307,746 237,414 29,728 40,604 25,463 44,274 59,415 45,645
JFK International 950,583 657,492 106,119 186,972 85,873 22,258 123,357 162,083
Newark Liberty International 718,451 415,712 105,431 197,308 95,469 30,449 132,288 181,715
Teterboro 34,052 18,998 8,445 6,609 2,971 4,345 7,983 15,674
Stewart International 10,518 14,319 - (3,801) - 328 (3.473) (809)
Heliport 4,531 2,262 7 2,262 - - 2,262 (456)
PFC Program - - 68,469 (68,469) 5,083 211,667 138,115 149,701
Total Air Terminals 2,025,881 1,346,197 318,199 361,485 214,859 313,321 459,947 553,553
PORT COMMERCE
Port Newark 84,166 66,935 20,719 (3,488) 16,778 208 (20,058) 1,399
Elizabeth Marine Terminal 88,401 31,700 33,881 22,820 36,791 150 (13,821) 30,088
Brooklyn 4334 15,043 386 (11,095) 1,391 33 (12,453) (25,997)
Red Hook 2,012 6,658 27 (4,673) - 1 (4,672) (17,238)
Howland Hook 12,674 9,740 14,323 (11,389) 12,296 - (23,685) (3,739)
Greenville Yard 321 3 - 318 - - 318 301
Auto Marine 9,131 12,244 2,092 (5,205) 2,271 - (7,476) 5,331
NYNJ Rail LLC 230 1,200 210 (1,180) 26 - (1,206) -
Total Port Commerce 201,269 143,523 71,638 (13,892) 69,553 392 (83,053) (9,855)
DEVELOPMENT
Essex County Resource Recovery 77,521 64,919 1,412 11,190 193 - 10,997 10,328
Industrial Park at Elizabeth 1,015 116 189 710 509 - 201 363
Bathgate 4,291 1,866 1,509 916 765 - 151 726
Teleport 13,931 14,520 2,117 (2,706) 1,258 - (3,964) (991)
Newark Legal & Communications Center 3,458 1,106 3,112 (760) 2,203 - (2,963) (2,008)
Queens West 2,120 40 936 1,144 2,943 - (1,799) (1,201)
Hoboken South 6,258 457 1,394 4,407 3,788 - 619 3,154
Total Development 108,594 83,024 10,669 14,901 11,659 - 3,242 10,371
WORLD TRADE CENTER
World Trade Center 86,901 14,960 - 71,941 (20,039) - 91,980 87,634
WTC Freedom Tower - 4,026 - (4,026) (5,498) 26,920 28,392 419,386
WTC Tower 5 - 728 - (728) (2,297) 12,668 14,237 183,388
WTC Site 2,222 121,952 1,961 (121,691) - 11,167 (110,524) (36,511)
WTC Retail LLC 29 2,804 1,443 (4218) (2,722) 10,183 8,687 145,159
Total World Trade Center 89,152 144,470 3,404 (58,722) (30,556) 60,938 32,772 799,056
Port Authority Insurance Captive Entity, LLC - 198 - (198) (4,509) - 4,311 1,354
Regional Programs - 14,906 70,840 (85,746) 63,815 - (149,561) (123,195)
Recoverables (expenses) related to
the events of September 11, 2001 - - - 457,918 - - 457,918 (4,563)
Total Port Authority $3,527,552 $2,463,692 $715,460 $806,318 $496,562 $584,327 $ 894,083 $1,302,878

(a) Amounts include all direct operating expenses and allocated expenses.
(b) Amounts include net interest expense (interest expense less financial income), pass-through grant program payments and gain or loss generated by the disposition of assets, if any.

Schedule F - Information on Port Authority Capital Program Components

Facilities, net
Dec. 31, 2007

Net
Capital
Expenditures

Depreciation*

Facilities, net
Dec. 31, 2008

INTERSTATE TRANSPORTATION NETWORK

(In thousands)

G.W. Bridge & Bus Station $ 757,984 $ 55,170 $ 35,635 $ 777,519
Holland Tunnel 362,039 14,542 17,348 359,233
Lincoln Tunnel 493,332 22,702 34,344 481,690
Bayonne Bridge 164,758 15,342 5,852 174,248
Goethals Bridge 228,343 20,855 7,374 241,824
Outerbridge Crossing 113,739 5,469 11,042 108,166
P. A. Bus Terminal 410,410 40,600 17,441 433 569
Subtotal - Tunnels, Bridges & Terminals 2,530,605 174,680 129,036 2,576,249
PATH 1,233,793 217,144 89,075 1,361,862
Temporary WTC PATH Terminal 339,579 - 9,429 330,150
Permanent WTC PATH Terminal 544,888 384,945 7,415 922,418
Journal Square Transportation Center 87,650 7,375 5,622 89,403
Subtotal - PATH 2,205,910 609,464 111,541 2,703,833
Ferry Transportation 90,249 14,141 223 104,167
Access to the Regions Core (ARC) - 36,457 - 36,457
Total Interstate Transportation Network 4,826,764 834,742 240,800 5,420,706
AIR TERMINALS
LaGuardia 647,707 117,564 29,728 735,543
JFK International 2,466,262 162,202 106,119 2,522,345
Newark Liberty International 2,006,372 106,868 105,431 2,007,809
Teterboro 161,593 24,105 8,445 177,253
Stewart International 503 8,850 - 9,353
Heliport 7 - 7 -
PFC Program 1,553,366 205,111 68,469 1,690,008
Total Air Terminals 6,835,810 624,700 318,199 7,142,311
PORT COMMERCE
Port Newark 464,647 88,253 20,719 532,181
Elizabeth Marine Terminal 1,000,037 71,274 33,881 1,037,430
Brooklyn 27,717 164 386 27,495
Red Hook 136 14 27 123
Howland Hook 397,526 14,920 14,323 398,123
NYNJ Rail LLC - 5117 210 4,907
Auto Marine & Greenville Yard 41,417 2,030 2,092 41,355
Total Port Commerce 1,931,480 181,772 71,638 2,041,614
DEVELOPMENT
Essex County Resource Recovery 16,937 - 1,412 15,525
Industrial Park at Elizabeth 8,226 - 189 8,037
Bathgate 13,460 577 1,509 12,528
Teleport 23,092 544 2,117 21,519
Newark Legal & Communications Center 38,624 - 3,112 35,512
Queens West 132,460 12,326 936 143,850
Hoboken South 77,370 8,590 1,394 84,566
Total Development 310,169 22,037 10,669 321,537
WORLD TRADE CENTER
World Trade Center 80,261 8 - 80,269
WTC Site 476,871 275,805 1,961 750,715
WTC Retail LLC 158,521 22,068 1,443 179,146
WTC Freedom Tower 249,736 304,161 - 553,897
Total World Trade Center 965,389 602,042 3,404 1,564,027
FACILITIES, NET $14,869,612 $2,265,293 $644,710 $16,490,195
REGIONAL PROGRAMS $ 765,328 $ 95194 $ 70,840 $ 789,682

* Depreciation includes the book value of assets disposed of in 2008 (see Note B).
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AIR TERMINALS

(Eastbound Traffic) 2008 2007 2008 2007
All Crossings Totals at the Three Major Airports
Automobiles 112,176,000 115,349,000 Plane movements 1,249,312 1,270,628
Buses 3,158,000 3,139,000 Passengers 106,213,651 109,069,405
Trucks 8,391,000 8,516,000 Cargo-tons 2,343,415 2,619,582
Total vehicles 123,725,000 127,004,000  Revenue mail-tons 237,087 226,512
George Washington Bridge John F. Kennedy International Airport
Automobiles 48,112,000 49,025000  Plane movements 437,969 443,750
Buses 550,000 576,000 Passenger§ 47,789,855 47,716,901
Trucks 4,285,000 4"7)551000 Domestic 25,405,948 26, 1 73,650
. International 22,383,907 21,543,251
Total vehicles 52,947,000 53,956,000
Cargo-tons 1,473,809 1,656,431
Lincoln Tunnel —
. LaGuardia Airport
Automobiles 17,402,000 18,311,000
Plane movements 378,402 390,765
Buses 2,122,000 2,091,000
Passengers 23,076,903 24,985,264
Trucks 1,413,000 1,440,000 )
Domestic 21,945,239 23,758,362
Total vehicles 20,937,000 21 ,842,000 International 1,131,664 1226902
Holland Tunnel Cargo-tons 8,889 9,595
Automobiles 16,521,000 17,006,000 Newark Liberty International Airport
Buses 253,000 245,000 Plane movements 432,941 436,113
Trucks 97,000 98,000  passengers 35,346,893 36,367,240
Total vehicles 16,871,000 17,349,000 Domestic 24,227,815 25,614,140
. International 11,119,078 10,753,100
Staten Island Bridges Cargo-tons 860,717 953,556
Automobiles 30,141,000 31,007,000
Buses 233,000 227,000 TERMINALS
Trucks 2,596,000 2,623,000 2008 2007
Total vehicles 32,970,000 33,857,000 All Bus Facilities
PATH Passengers 71,754,000 71,540,000
2008 2007 Bus movements 3,374,550 3,361,000
Total passengers 74,954,000 71,592,000 Port Authority Bus Terminal
Passenger weekday average 252,000 242,000 Passengers 58,395,000 57,346,000
Bus movements 2,220,000 2,169,000
MARINE TERMINALS
2008 2007 George Washington Bridge
All Terminals P e on 5,288,000 5,144,000
Containers 3,059,869 3,099,039 assengers +298, s
General cargo (a) Bus movements 324,000 305,000
(Metric tons) 32,817,000 32,732,000
Containers in twenty foot PATH Journal Square
equivalent units (TEU) Transportation Center
(in thousands) 5,249 5,298 Bus Station
International waterborne vehicles Passengers 8,071,000 9050000
(in thousands) 724 790 DO
. Bus movements 830,550 887,000
Waterborne bulk commodities
(in metric tons) (in millions) 5 7
N . .
New Jersey Marine Terminals Somcet.20|07 and 2008 numbers reflect revised and estimated data,
Containers 2,499,054 2,630,849 | oPeCivel. .
(@) International oceanborne general cargo as recorded in the New
New York Marine Terminals York - New Jersey Customs District.
Containers 560,815 468,190
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$245,024

B.A., Herbert H. Lehman College
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$245,024
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$245,024
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More than 35 years of public experience
in transportation operations.

Louis J. LaCapra
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$245,024
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More than 40 years of public experience
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Francis J. Lombardi

Chief Engineer

$245,024

M.S., Columbia University;

B.A., Queens College;

B.E., New York University

More than 35 years of public experience
in engineering.

David Tweedy
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$245,024

MBA, Columbia University;

B.A, Yale University

More than 30 years of experience in
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William R. DeCota

Director, Aviation

$233,662

MBA, University of Georgia;

B.S., University of Mississippi

More than 30 years of experience in
operations and financial services.

Michael B. Francois

Chief, Real Estate & Development
$225,004

M.A., St. Louis University;

B.A., St. Louis University

More than 30 years of public experience in
real estate and economic development.

Susan M. Baer

Deputy Director, Aviation/

Chief Aviation Operating Officer
$215,020

MBA, NYU Graduate School of Business;
B.A, Barnard College

More than 30 years of public experience
in transportation operations.

Steven P. Plate

Director, WTC Construction
$215,020

B.S., Manhattan College

More than 30 years of experience in
program management in the private
and public sectors.

Richard M. Larrabee

Director, Port Commerce

$210,522

M.S., University of Rhode Island;

B.S., U.S. Coast Guard Academy

More than 35 years of public experience
in maritime operations.

Howard Sackel

Director, Access to the Region's Core
$210,002

More than 35 years of experience in
management of planning, design, and
construction of major transit capital
programs and projects.

Samuel J. Plumeri Jr.

Director, Public Safety/
Superintendent of Police

$209,352

B.S., Rider University

More than 35 years of experience in
law enforcement and public safety.

Michael P. DePallo

Director and General Manager, PATH
$208,494

M.S., University of Pennsylvania

More than 30 years of public experience
in transportation.

Diana E. Beecher

Chief Technology Officer

$207012

B.S., Shippensburg University

More than 30 years of experience in
management and technology services.

Alan L. Reiss

Deputy Director, WTC Construction

$207,012

B.S., Northeastern University

More than 32 years of engineering,
project management, and executive
management experience.

Michael G. Fabiano

Deputy Chief Financial Officer/Comptroller
$205,842

B.S., St. Peter's College

More than 30 years of experience

in financial services.

Mark D. Hoffer

Special Advisor to the Executive Director
$205,010

J.D., Yale Law School;

B.A., Queens College

More than 30 years of experience in
both private and public practice of law.

As of December 31, 2008
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The Port Authority of New York and New Jersey

Facilities

The Port Authority of New York and New Jersey operates many of
the busiest and most important transportation links in the region.
The Port Authority’s facilities and services include:

LAUEL]

John F. Kennedy International Airport
LaGuardia Airport

Newark Liberty International Airport
Stewart International Airport
Teterboro Airport

Downtown Manhattan Heliport

Tunnels, Bridges & Terminals
Bayonne Bridge

George Washington Bridge

George Washington Bridge Bus Station
Goethals Bridge

Holland Tunnel

Lincoln Tunnel

Outerbridge Crossing

Port Authority Bus Terminal

Port Commerce

Auto Marine Terminal

Brooklyn-Port Authority Marine Terminal
Elizabeth-Port Authority Marine Terminal
Howland Hook Marine Terminal

Port Newark

Port Authority Trans-Hudson
Journal Square Transportation Center
PATH Rail Transit System

Real Estate & Development
Bathgate Industrial Park
Essex County Resource Recovery Facility
Ferry Transportation
Industrial Park at Elizabeth
The Legal Center
The Teleport
Waterfront Development
Queens West Waterfront Development
The South Waterfront at Hoboken
The World Trade Center

International Business Development
Representatives in Hong Kong, London,
Shanghai, and Tokyo
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