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Honorable Mario M. Cuomo, Governor
State of New York

Honorable Thomas H. Kean, Governor
State of New Jersey

. Honorable Mario M. Cuomo Honorable Thomas H. Kean
Your Excellencies: Governor, State of New York Governor, State of New Jersey

In accordance with the Port Compact of 1921, we are pleased to submit to you and to the New York and
New Jersey Legislatures the 1985 Annual Report of The Port Authority of New York and New Jersey.

Sixty-five years ago, in an act that required great vision and transcended geographic rivalries, the
Governors of the States of New York and New Jersey created The Port Authority of New York and New
Jersey. In a world that is increasingly competitive, the need for regional cooperation is even greater
today than it was in 1921.

The dynamics of change are transforming the region served by the Port Authority: the number of jobs
has increased; the spread of new residential growth has pushed further into the suburbs and into
revitalized areas of the inner cities; waterfront areas, long neglected, are becoming attractive sites for
new development. The mushrooming development in Northern New Jersey and along Manhattan's
West Shore has—political jurisdictions notwithstanding—turned the Hudson River into just another
avenue in a burgeoning central business district.

As a result of these changes, we are confronted with new problems and tougher challenges.
Commutation patterns have shifted—moving more people longer distances on already overtaxed
facilities. The gentrification phenomenon has had economic and social effects that range from the
proliferation of the homeless, who use our public spaces for shelter, to heightened public aspirations
about the use of areas on or near the waterfront. These waterfront properties still have to provide also
for marine businesses, waterborne commerce, and less aesthetic but nevertheless vital activities, such
as resource recovery plants or industrial plants.

Even more compelling is the need for us to recognize that we are an economic entity in this region—
New York and New Jersey—and that our competitive challenges come from other cities and regions in
this country. Our airport systems and our port facilities combined generate more than six percent of the
gross regional product. Yet, our airports are being sorely challenged by air gateways from Montreal to
Dallas and our port commerce, which is still preeminent in the nation, must deal with ever-increasing
competitive pressure from other Atlantic Coast ports.

The Board and staff of the Port Authority have been deeply involved in developing the strategies to
face up to these challenges. Clearly, we must make the capital investments to modernize and expand
our aviation and port capabilities. We must also make the heavy investments necessary to deal with
ever-growing trans-Hudson congestion. Obviously, too, we must renew our dedication to those areas
of our region where the recent economic revival of our area has yet to take hold.

We are prepared to commit to a series of major reinvestments to achieve this course. This is the time
to focus once again on our basic businesses—to adopt a "‘back to basics' approach that will drive the
Port Authority for years to come.

We are fortunate to have leadership in both of our states that understands these pressing issues and
envisions a region that will provide a high quality of life for its people for the decades to come. Similarly,
under the stewardship of my predecessor, Alan Sagner, and former Executive Director Peter C.
Goldmark, Jr., the Port Authority moved boldly to address the pressing demands of another challeng-
ing era.

With the continued and enlightened leadership of the States, the Board of Commissioners is
confident that the Port Authority can fulfill the essential missions entrusted to it by the people of New
York and New Jersey.

Sincerely,
April 10, 1986 e - e
Philip D. Kaltenbacher Robert F. Wagner

Chairman Vice Chairman
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Letter from the Executive Director

The Port Authority’s Annual Report for 1985 chronicles a year of transition for the New York-New Jersey
region and for the Authority. It was a year of continued economic vitality, suggesting that the region is
responding successfully to many of the economic changes that just a decade ago seemed so threatening.
It was a year in which our evolution toward the economy of the twenty-first century accelerated.

It was a year in which the Port Authority's ambitious capital improvement plans began to be translated
into higher levels of investment—into steel and bricks and mortar. And it was a year in which Peter
Goldmark completed his outstanding tenure as the Port Authority’s Executive Director, and in which the
Port Authority's Commissioners gave me an opportunity to serve the region's people.

During 1985, the Port Authority's strategic planning process led us to a heightened awareness of the
need to increase our investments in the Authority's basic businesses—the New York-New Jersey port, the
regional airport system, the trans-Hudson transportation network. In order to fulfill its mission and meet its
commitmentsin the years ahead, the Authority will have to maintain and rebuild its existing facilities, many
of which are several decades old. It will have to expand many facilities to meet the higher levels of demand
that result from continued regional growth. And it will have to invest in the new facilities that will be
required in tomorrow's rapidly changing economy.

This multi-billion dollar investment need represents a major challenge to the Port Authority. Meeting the
challenge will require us to strengthen our capacity to plan and execute major capital projects. It will call
for great skill and imagination in managing construction on the PATH system, on our bridges and tunnels,
and at the airports, while we continue to deliver services that are essential to the region’s day-to-day
economic life. And it will require us to generate new revenues to finance the greatly expanded capital
program.

The challenge is formidable —but for the organization that built the George Washington Bridge and the
World Trade Center, that revitalized the PATH system, that developed the world's first modern interna-
tional jetport and its first containerport, that built one of the nation’s first and most successful inner-city
industrial parks, it is a familiar one as well. { am fully confident that the Port Authority can respond as
creatively and effectively in the years ahead as it has in the past.

But we cannot do the job alone. The States of New York and New Jersey, the region's municipal
governments and community organizations, its business leaders and its labor organizations are of
necessity our partners in this undertaking. Only through the cooperation of all of these interests can we
assure that the region will continue to grow, and to be a strong competitor in an increasingly competitive
global economy. if we succeed, the future will be one of greater opportunity for all the region's people—
especially for those who have not fully shared the benefits of the past decade’s recovery.

The Port Authority stands ready to help the region's people build their future.

Stephen Berger
Executive Director




THE PORT AUTHORITY IN A YEAR OF TRANSITION

1985 was a year of growth and renewal throughout the New
York-New Jersey Metropolitan Region, a region on the
move. For the Port Authority, it was also a year of challenge
and transition, of strengthening the agency's commitments
to its ongoing responsibilities of moving people, goods and
information while sharpening its focus on markets and
methods of operation to meet the needs of the future.
1985 saw major fourth-quarter changes in the Authority's
leadership—but not its commitments. Commissioner Philip
D. Kaltenbacher accepted election to the chairmanship,
replacing Commissioner Alan Sagner, who had been at the
Board's helm since 1977. Investment banker Stephen
Berger joined the agency to fill the Executive Director post
left vacant by the departure of Peter Goldmark, the
agency's chief executive officer for the past eight years.

Executive Director Berger announced a reorganization of
key executive staff to reflect his analysis of Port Authority
priorities:

e Patrick J. Falvey continued his responsibilities as General
Counsel and Assistant Executive Director.

e Sidney J. Frigand, Assistant Executive Director/Govern-
ment, Community and Public Affairs, assumed responsibil-
ity for state legislative relations while retaining oversight of
Federal, local and community relations, as well as media
information services.

e Louis J. Gambaccini was appointed Assistant Executive
Director/Trans-Hudson Transportation with oversight of rail
transportation operations, tunnels, bridges and terminals,
and trans-Hudson improvement studies under way.

e Francis A. Gorman was named Comptroller with responsi-
bility for the work of all accounting units of the Finance
Department, as well as liaison with external auditors.

e Katy MacKay assumed the post of Assistant Executive
Director/Administration with oversight of General Services,
Personnel, Management Information Services, and the
Office of Minority Business Development.

e Hugh O'Neill was named Assistant Executive Direc-
tor/Policy Planning and Business Development.

Lincoln Tunnel manager joins member of her communications desk staff to
check morning traffic flow through South Tube on closed circuit TV.

e Joseph L. Vanacore was named Assistant Executive
Director/Capital Programs with responsibility for coordinat-
ing the agency's multi-billion dollar five-year capital plan.

e Barry Weintrob was appointed Chief Financial Officer and
continued as Director of Finance Department.

1985, finally, was a year of epic traffic, a mixed blessing
that strained the capacities of the Authority's trans-Hudson
and aviation facilities even as it helped confirm the region’s
new vigor.

All told, it was a year that called upon all of the Port
Authority's resources to maintain high standards of excel-
lence while meeting the escalating demands of the present
and the formidable challenges of the years to come.

A Region on the Rise

By year's end, the region was in strong economic shape. It
had made aremarkable recovery from the crisis years of the
early and mid-1970s. Alimost one million new jobs had been
created since 1976, dropping unemployment rates to well
below those of the nation. There were real gains in both
business and personal income. In the course of the decade
just completed, the region had gained more than 120 million
square feet of new office space and construction of more
was well under way. Private investment had increased on
both sides of the Hudson River. The years of population
loss in the major cities had ceased, the figures had sta-
bilized and begun to show a slight increase. Most impor-
tantly, all signs now pointed to continued expansion.

During those long recovery years, the Port Authority
assumed a significant new role as catalyst in regional
renewal and redevelopment, operating in collaboration with
state and municipal officials and agencies in the shared
conviction that the region’s well-being depended upon the
resurrection of long-neglected capital investment and
infrastructure improvements. With the approval of the two
States, it also broadened its mission to allow an active role
in spurring economic development and renewal outside of
Manhattan's Central Business District, particularly in the
region's “inner ring” of municipalities and communities
which had been ravaged by recession and relocation with
massive losses in jobs and investments.

Addressing the new technologies that would encourage
the retention of the region’s financial core as well as growth
in its service-oriented industries, the Port Authority and its
public and private partners continued work on Teleport to
provide sophisticated new telecommunications systems
and state-of-the-art facilities to link the region by satellite
with the rest of the country and the rest of the world.

In addition, the organization expanded its international
trade development activities on behalf of the region. Its
programs include not only the exploration of new overseas
markets for regional products, but also the sponsorship of
trade missions abroad and the development of XPORT, its

George Washington Bridge lights turn to diamonds during midwinter evening
commuter hours. Photo, shot from top of one of bridge's New Jersey towers,
looks eastward to Washington Heights, New York.






own export trading company created to encourage the
region's small to medium-sized firms to venture into selling
their products abroad.

1985—The Port Authority in Retrospect

The Port Authority's ongoing trade and transportation
responsibilities, together with its new projects and capital
enterprises, by year's end comprised an uncommon
inventory.

Supported solely by its own revenues, the agency was
running five major operations crucial to the economy of the
region: the port facilities, the major airports, the trans-
Hudson transportation facility network, world trade promo-
tion and development, and regional economic develop-
ment. In addition, the Port Authority was preparing to
commit several billion dollars over the next five years to
capital improvements—primarily to its aviation, marine and
bistate transportation facilities—in order to equip them to
meet the demands of the future.

Major projects at year's end, some under development,
some already or soon to be under way, included: redevelop-
ment programs and/or expansions at all three airports;
rehabilitation of the PATH commuter rail system with new
and rehabilitated cars, an enhanced safety program and
station improvements; a major rehabilitation of the Holland
Tunnel; and modernization of the Authority's marine facili-
ties. Construction in progress or soon to begin included
work on the Fishport in Brooklyn's Erie Basin, the Teleport
on Staten Island, Bathgate Industrial Park in the South
Bronx, the Essex County Resource Recovery facility in
Newark, the Newark Legal and Communications Center,
and additional industrial parks in Yonkers, New York and
Elizabeth, New Jersey. Plans also progressed on waterfront
development projects in Hoboken, New Jersey, and
Hunter's Point, New York.

AVIATION

The leading gateway for international air travel and air
cargo, John F. Kennedy International Airport, handled
nearly 30 million passengers in 1985. Congestion is already

st PATH cal
the way foi rene wal-
247 more to go !

N

Barged to Brooklyn's New York Rail Car Corp. for complete rehabilitation in
early spring, this car and three others were back by November for testing prior
to their return to PATH service.

a problem. A massive redevelopment plan is on the draw-
ing board to enable the airport to handle the 45 million
people expected to use it by the year 2000.

During the year, several projects paved the way:

e The Port Authority, in conjunction with New York State, is
building a second major entrance to JFK in the 150th Street
area of the airport. Improvements include connections to
the Southern Parkway, Nassau Expressway, and Van Wyck
Expressway.

e Work began on interim International Arrivals Building
improvements to maintain amenities and ease the flow of
passengers through the facility.

e All the airport's car rental operations were brought
together in a new consolidated center. Its location at Ken-
nedy's Federal Circle means easy access to main airport
arteries and to all terminals by shuttle bus or van.

e Kennedy's first international air courier clearance center
received Board approval at year-end and will materialize
early in 1986. Located in the airport's cargo area, at a good
distance from the International Arrivals Building and its
passengers, the new center will permit isolation of incoming
courier packages in a separate facility for U.S. Customs
clearance and courier service pick-up. The arrangement will
expedite clearances for the couriers. It also will benefit
incoming passengers by relieving congestion at baggage
carrousels, shortening lines in Customs Hall, and reducing
traffic on the roadways in the central terminal area.

Newark International Airport continued its spectacular
passenger growth in 1985. Outpacing every major airport in
the nation, Newark has experienced a 237 percent increase
in passenger volume over the past seven years. The air
traveler count nearly equaled that of JFK in 1985.

Although the most modern of the three regional airports,
Newark has capacity problems. Most serious are those of
its roadways which, by mid-1985, were being used by more
than the number of vehicles they were designed to
accommodate.

During the year, a combination of ongoing projects and
evaluations prepared the way for future growth, including:

e Completion of the International Flight Center in Terminal
C, providing international travelers with full arrival and
departure facilities, including Federal Inspection services.
Work by PEOPLExpress on its portion of the terminal pro-
gressed toward full completion in 1987. PEOPLExpress is
Newark's largest and still growing airline.

e Authorization of $3.6 million in roadway improvements to
accommodate traffic growth expected by mid-1987.

e Extensive studies of future long-term parking needs,
roadway modifications and ways to lure airport patrons,
visitors and employees out of their cars and into such high-
occupancy vehicles as vans, buses, or even trains.

Thousands of New Jersey commuters pour into Lower Manhattan every
morning via PATH and World Trade Center. The setting here: PATH's
escalators to WTC Concourse.






e The grand opening on January 31 of a 10-story, 400-room
Marriott Hotel in the heart of the airport.

LaGuardia Airport, the smallest of the three airports, also
must expand its terminal and land-side capacity to meet
present and future needs. LaGuardia is one-quarter the
size of Newark International; the whole airport could fit into
Kennedy's Central Terminal Area. By the year 2000, it must
be readied to handle a projected 30 million passengers—
50 percent more than it handled in 1985.

Projects and plans begun or continued during the year
included:

e Renovation of the central terminal building's interior to
relieve congestion and improve amenities.

e Planning for a new unit terminal to allow the eastern end of
the airport to accommodate 15 million passengers.

e Preparations for widening of a major access route,
improvement to on-airport roadways, and construction of a
new roadway to the east end of the airport to ease conges-
tion and redistribute traffic.

A number of patron service improvements were in place
at the airports by year's end. Among them were:

e A pilot system to provide computerized information for
LaGuardia passengers, with plans to extend the service to
Newark and Kennedy.

e Consolidated ground transportation counters to afford
travelers information on limousine, taxi and bus service, and
to help arrange for some of these services upon request.

e A new Office of Ground Transportation to aid develop-
ment of quality public transportation to the airports.

e A “standards of excellence” pilot program to monitor
courtesy and efficiency of ground transportation operators.

e Promotion of the Air Transcenter at midtown Manhattan's
Port Authority Bus Terminal, resulting in a marked and
continuing increase in its use by patrons bound for all three
airports.

Kennedy, Newark and LaGuardia together continued to

Notan airport patron but a *'visitor in bronze,"" on loan to the Port Authority by
artist J. Seward Johnson of Princeton, N.J. Hundreds of the agency's
permanent artworks can be seen at facilities throughout the region.
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handle more air cargo than any other air cargo center in the
world in 1985; a 100 percent increase is projected for 1995.
Accommodation for that volume has mandated an
ambitious program of air cargo facility and service develop-
ments. By the end of 1985:

e New cargo buildings were in the works for both Newark
International and Kennedy, as were roadway improve-
ments to keep air cargo moving after arrival on the field.

e Planning for "'Air Cargo Fast Flow," a computerized sys-
tem of virtually paperless processing for air cargo imports,
had moved forward, with eight airlines at JFK already par-
ticipating in phase one of the system. When fully opera-
tional, the system should slash processing time by at least
50 percent.

e Marketing of Kennedy International's new Foreign Trade
Zone was continuing, while a second FTZ was being
planned for Newark.

e In the fall, the Port Authority began work to expand and
improve the Downtown Manhattan Heliport. When com-
pleted late in 1986, the $9 million heliport will be one of only
four all-weather, instrument landing heliports in the nation.

PORT

The Port of New York-New Jersey's foreign oceanborne
general cargo trade reached record levels in 1985 for the
second consecutive year. Cargo volumes rose to
13,747,989 tons, up 5.1 percent from 1984. For the first time
since 1980, both imports and exports contributed to the
port's tonnage gain.

By year's end, the port had outperformed its competitor
ports on the North Atlantic and in the rest of the nation as
well. Its share of North Atlantic cargo had climbed from 45.5
percent in 1984 to 46 percent in 1985, while its U.S. share
hadrisen from 10.5 to 10.7 percent, the highest in five years.

During the year the New York-New Jersey port's com-
petitive position improved through the development and
acceptance of a new container cargo assessment formula
for funding longshoremen'’s fringe benefits. The formula cut
roughly $100 per container out of the overall cost of moving
containers through the port to destinations more than 260
miles inland, putting the port in a better position to attract
container traffic bound for prime midwest markets. The Port
Authority played a key role in settlement of this long-stand-
ing cost problem.

To maintain and strengthen the port as the leading load
center of the North Atlantic region, the Port Authority contin-
ued strong marketing of existing facilities and moved for-
ward on certain emerging projects:

e Howland Hook Marine Terminal on Staten Island became
the Port Authority's newest facility in midsummer when
lease agreements with the City of New York and United
States Lines, the terminal’s resident steamship line,

Newark International's control tower dominates the night sky over this
fastest-growing airport in the United States.






became effective. Before year's end, expansion and mod-
ernization plans were well under way. Ultimately, Howland
Hook will be able to handle 350,000 containers a year, some
130,000 more than its current capacity.

e Newcomers to Foreign Trade Zone Number 49 at the Port
Newark/Elizabeth Marine Terminal included two Brazilian
orange juice importers and processors as well as a high-
technology copper rod manufacturer.

TRANS-HUDSON TRANSPORTATION

Each weekday during 1985, an average of 600,000 people
drove across the Hudson via tunnel or bridge, while an
estimated 600,000 more crossed by bus or PATH train.
Studies completed by the agency's interdisciplinary Trans-
Hudson Task Force during the year concluded that, unless
commuter travel habits could be changed significantly,
traffic might well approach gridlock within five years.

In January, as a result of Port Authority initiatives, the
formation of TRANSCOM was realized. A coalition of more
than a dozen transportation agencies in the region, TRANS-
COM was created to improve traffic monitoring and flow,
coordinate construction schedules, and provide an opera-
tions information center.

The Port Authority's trans-Hudson challenges are not
only a matter of traffic gridlock. Many of the agency's aging
facilities face increasing maintenance and rehabilitation
needs. The challenge is to meet these needs while provid-
ing quality service to the public.

Among such rehabilitation programs completed or in
progress at the vehicular crossings and mid-Manhattan bus
terminal in 1985:

e Work began in June on rehabilitation of the Holland Tun-
nel, including replacement of ceilings and lighting sys-
tems—a job being accomplished without interruption of
commuter-hour traffic.

e A two-year rehabilitation of the Outerbridge Crossing's
entire roadway began in August, again without interruption
to rush-hour traffic.

e Rebuilding of the midtown Bus Terminal's Ninth Avenue
entrance and construction of a block-long acrylic canopy

Some 80 airlines now serve Kennedy International Airport, the Gateway to
America for international air travelers.
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were completed during the year; new facilities and ameni-
ties for the disabled were finished and opened to the public;
and rehabilitation of the building's complex electrical distri-
bution system was begun.

e Two concrete pedestrian sidewalks of the George Wash-
ington Bridge were replaced, and major repairs to the
supporting steel underneath were completed.

e A combined Weehawken Firehouse/Lincoln Tunnel Main-
tenance Garage was opened in November, while work
began nearby on upgrading the tunnel's emergency
garage.

e An AM rebroadcasting system was installed in the Lincoln
Tunnel to enable operations personnel to override commer-
cial AM broadcasts with traffic advisories to motorists en
route through the tunnel. A similar system was installed in
the Holland Tunnel in 1984,

PATH, the Port Authority Trans-Hudson commuter rail-
road, has been facing problems caused by increasing
ridership, timeworn rolling stock, and an aging capital plant.
Ridership is expected to continue to rise in light of New
Jersey's real estate boom and waterfront development,
matched by economic growth in lower Manhattan.

By year's end, early stages of the Port Authority's $800
million PATH capital improvement program were in place:

e A "‘running repair shop in Jersey City to make immediate
repairs on rail cars with minor problems was put into opera-
tion in December.

e By midsummer, a new centralized materials supply depot
was opened in Jersey City.

e The first group of rehabilitated cars in PATH's 248-car fleet
was returned to PATH in November for testing before being
put back in service. Ultimately, the refurbished fleet will be
augmented by 95 new cars scheduled for delivery begin-
ning in 1986. Meanwhile, several 1958-vintage "K' cars,
overhauled, were back in service by November. When the
new and rehabilitated fleet can take over, the “K"" cars will
be converted to “work trains."

During 1985, other phases of the multi-year improvement
program were either begun or under way:

e Work was continuing on the new emergency tunnel ven-
tilation shaft at the Pavonia Station, and construction on
another vent shaft, also in Jersey City, was progressing;
four others, two in New Jersey and two in New York, were in
the design phase.

e Also as part of the PATH safety program, installation of the
new tunnel standpipe system was more than half com-
pleted. Approximately 72,000 feet of steel piping will pro-

Small packages and large documents from everywhere flow through Newark
International Airport, the region's leading overnight package delivery center.

overleaf Evening rush-hour traffic—a view from a light tower high above the
Lincoln Tunnel's New Jersey plaza.












vide an immediate source of water for emergencies when
the system is fully operational.

WORLD TRADE

XPORT, the Port Authority’s export trading company, was
created to help small and medium-sized regional firms
enter the export field and to help with their financing and
marketing.

1985 saw XPORT move beyond its developmental
stages and into its first full commercial year. Sixty small
New York and New Jersey client manufacturers, all of them
international trade neophytes, had sold a total of more than
$2 million worth of products to customers in 40 countries by
year's end.

Among other international trade highlights in 1985:

e The Port Authority reorganized its Zurich- and London-
based staff to permit greater flexibility and coordination in
handling their trade development, tourism and Gateway
America promotions. London headquarters moved to new
offices in International House, World Trade Centre.

e In October, the Port Authority Trade Mission Program
sponsored its first trade mission to Brazil. Five regional
manufacturers of medical and health care products partici-
pated directly, while five more were represented by
XPORT's medical group product manager. Negotiations for
well over $1 million in health-related products were in pro-
gress at year's end.

The World Trade Center continued to fulfill its promise as
a major generator of revenues both for rejuvenation of Port
Authority facilities and for financing bistate revitalization
projects through the Fund for Regional Development. At
the same time, its educational facilities continued to serve
the world trade community, and its luster attracted a record
number of tourists to the downtown heart of Manhattan.

e For the fifth year,the Center was 98 percent rented.

e By year's end—scarcely 26 months after the New York
State Relocation Program began—the Fund for Regional
Development, administered by the Port Authority, had re-
leased fully 45 of Tower Two's 51 state-occupied floors to
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Nesting containerloads of exports aboard ship at Elizabeth. Port’'s general
cargo trade reached record volumes in 1985 for second consecutive year.
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private tenants at market rates triple those previously paid
by the State. The largest of the five Fund leases signed
during the year covers 24 floors.

e Some 7,650 members of the international trade commu-
nity attended executive-level world business seminars and
evening courses offered during 1985 by the Trade Center's
educational arm, the World Trade Institute. By year's end,
the number of Institute program participants since 1970
totaled more than 100,000.

e The World Trade Center Observation Deck celebrated its
tenth anniversary during the weekend of December 7 by
issuing an open invitation to all ten-year-olds sharing its
birthday month to come with their parents for a free visit up
top. Thousands accepted.

During 1985, more than 1.5 million people of all ages and
from all countries visited the Deck, an all-time high for
attendance.

Economic Development Advances

The Port Authority moved forward during the year on its
commitments to strengthening the regional economy. The
agency's capital enterprises showed substantial progress:

e Bathgate Industrial Park, the Economic Development
Department'’s joint undertaking with the City of New York
and the Public Development Corporation, had all but five
parcels of its 12-block South Bronx complex under develop-
ment by year-end. In April, construction began on a Busi-
ness Assistance Center to house support services for the
small business tenants that make up the industrial park
community. Bathgate's tenants occupying space in 1985
included a hydroponic greenhouse, a printing com-
pany, and generic drug, picture frame and apparel
manufacturers.

The Industrial Park in Yonkers, New York, another Eco-
nomic Development Department project, is located on a 21-
acre site containing the former Otis Elevator Plant. It
became a Port Authority facility in November 1984. In May,
1985 the agency purchased the plantitself in order to house
the American/Japanese firm that will manufacture PATH
equipment and perform a major portion of the work on 95
new rail cars. Discussions are now under way with other
transit-related businesses about leasing space in this
developing industrial complex.

Work on paving, utilities and site preparation of Eco-
nomic Development’s other industrial park in Elizabeth,
New Jersey, began in June. A unique mitigation system to
return this underutilized site to environmentally sound, eco-
nomically productive use was approved and installed.
Aggressive marketing efforts and design plans for specific
buildings were in progress. The complete park will com-
prise 1.5 million square feet of buildings on a 125-acre tract
within Foreign Trade Zone Number 49.

Unloading containership at Port Newark/Elizabeth Marine Terminal
complex—America's Container Capital. Up to five cranes can be mustered to
work a ship and finish the job in a matter of hours.
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e Legislation passed in 1984 authorized the Port Authority
to proceed in developing two waterfront projects: one in
Hoboken, New Jersey, and one in Hunter's Point, New York.
In 1985, demolition began on selected areas of the Port
Authority's Hoboken piers and Pier A was opened for
interim waterfront use and access by the public. Detailed
planning continued, including plans for an improved trans-
portation center, and negotiations were under way with the
City of Hoboken for final agreement on the project.
Throughout the year, work progressed on urban design
plans and other services for the Hunter's Point project, and
discussions continued toward final agreement with the City
of New York.

e Negotiations continued on a mass-burning solid waste
disposal project in Essex County, New Jersey, and a Host
Municipality Agreement was approved by the Newark City
Council, the Essex County Board of Freeholders and the
Port Authority. The region currently generates 30,000 tons
of garbage daily and its landfills are exhausted. The new
plant would reduce the overload by 2,250 tons a day.

e Teleport, the World Trade Department's pioneering satel-
lite communications center on Staten Island, had four satel-
lite dish antennas in operation by year's end. First on-line
was the COMSAT International Earth Station Terminal, offer-
ing direct transmission, around the clock, to and from
international satellites serving four continents.

Teleport's basic fiber optic cable network was completed
and placed in operation. By year's end, the 150-mile net-
work stretched westward from Brooklyn and Queens
through Manhattan to Newark, Jersey City and beyond,
with more than a dozen “operating nodes' along the way
where users can plug in with additional cable or via stan-
dard telephone lines.

Construction of the Telecenter Building, the project’s
communications center, began in March and is targeted for
completion in the spring of 1986.

In July, a private developer signed a 40-year lease for 5.8
Teleport acres and began work on the complex’s first office
building, Teleport 1, scheduled for completion in mid-1986.

A South Bronx Greenhouse worker pulls herbs for midtown client. Unique in
city, this Bathgate firm grows plants in water rather than soil.
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e Groundbreaking ceremonies in October marked com-
mencement of work on the Newark Legal and Communica-
tions Center. The 17-story office condominium complex in
the heart of downtown Newark, also being built by the
World Trade Department, is intended to anchor the legal
profession to the city and to spur new commercial develop-
mentin the area. By year's end, three law firms had reached
agreements in principle with the Port Authority to purchase
more than one-third of the center's 400,000 square feet.
The completed center will include an elevated walkway
to Newark's Penn Station/PATH, a 500-car underground
garage and a built-in fiber optic connection to the Teleport.
The City of Newark and the Newark Economic Develop-
ment Corporation are participants in the project, which
should be ready for its first occupants by the end of 1987.

The Port Authority continued its commitment to affirmative
action in recruiting and promoting practices. Under an ongoing
Minority Business Enterprise Program, the agency's business
involvement with enterprises owned by minorities and women
nearly doubled that of 1984.

e Fishport, under development by the Port Department,
began phase one construction at Brooklyn's Erie Basin in
early March, with rebuilt infrastructure and some 180,000
square feet of new fish handling, processing, storage and
auction space to be completed within 20 months or so.
Virtually all phase one space had been leased by the end of
1985. As an interim measure, the Port Authority installed a
conveyor belt plus fish and seafood sorting equipment on
Brooklyn's Pier 1 in mid-fall, and welcomed its first fishing
vessel customer shortly thereafter. Fishportis being built to
resurrect the fishing industry in the bistate harbor .

e Although the creation of the Bank for Regional Develop-
ment, a companion entity to the authorized Fund for
Regional Development, requires action by the two state
legislatures, the Port Authority in 1984 and 1985 identified
and authorized over $50 million of projects as part of the
total commitment of $250 million of funds derived from the
1984 toll increase. Bank amounts are earmarked for use on
state-requested regional projects that are within the
agency's legislatively-approved sphere.

Among these undertakings requested by the Governors
and authorized by the Board during 1985 were funds to
support the construction of Oak Point Link and Harlem
River Yard rail car access projects in the South Bronx; a $14
million provision for a joint public and private sector redevel-
opment, Metrotech, in downtown Brooklyn; a share of the
construction of a new direct connection between the Bay-
onne Bridge and New Jersey State Route 169 serving
Bayonne's eastern industrial area, and a number of project-
related studies in both states.

e Ten new buses were purchased in 1985 under the Port

Journeyman printers check sheets as they come off press of Ampco Printing
Corp., one of five manufacturing tenants already in business in South Bronx's
growing Bathgate Industrial Park. Total park employment, 1,100 by year's end,
will rise to some 1,900 upon project's completion.






Authority's $440 million mass transportation programs set
up to provide new buses and bus-related facilities for use in
the two States. These high-occupancy articulated buses,
engineered for access to the Lincoln Tunnel and Port
Authority Bus Terminal, serve to strengthen public transpor-
tation networks on both sides of the Hudson River. The
1985 vehicles bring to 2,465 the total number of buses the
agency has bought for use in the two States since enabling
legislation was passed in 1979 and 1981.

e The Port Authority stepped up its promotion, advertising
and marketing programs in 1985 to maintain and sharpen
the region’s competitive edge both at home and abroad.

e The Gateway Improvement Task Force, organized by the
Port Authority to improve tourism services for the region's
visitors, had completed its second report at year's end. The
task force, comprised of local business and government
representatives, evaluated on-airport systems and recom-
mended specific improvement programs and additional
amenities for visitors.

e The New York-New Jersey harbor's Independence Day
festivities and the second annual world-class Liberty Cup
Yacht Races highlighted Harbor Festival ‘85, a cooperative
celebration of the nation’s founding and the region’s mar-
itime heritage, funded in part by the Port Authority. An
outgrowth of the port's bicentennial program of 1976, Har-
bor Festival has been a popular mid-summer happening
ever since. The Port Authority has acted as festival catalyst
and co-host since 1978.

Significant Regional Studies

A basic component of the Port Authority's regional respon-
sibilities is monitoring the economy. Two major reports
published in 1985 were The Regional Economy: 1984
Review, 1985 Outlook for the New York—-New Jersey Metro-
politan Region, distributed in April; and The Regional Econ-
omy: First Half 1985, released in October.

Two of the agency's primary concerns, the maritime and
aviation industries, were the subjects of major studies. The
Economic Impact of the Port Industry on the New York—-New
Jersey Metropolitan Region, published in April, concluded
that ocean-borne international cargo and related business

Four satellite dish antennas were in operation by year's end at Teleport, the
region’s pioneering communications center on Staten Island.

20

generated $14 billion in economic activity over the year and
contributed 192,000 jobs. The Economic Impact of the
Aviation Industry on the New York—-New Jersey Region,
Preliminary Summary Report, published in November,
showed that the three major airports and aviation-related
businesses brought $19 billion and some 300,000 jobs to
the region. The economic activity of these two industries,
marine and aviation, together account for 6.5 percent of the
gross regional product.

The economic boom has not come upon the region
without a price. Growing congestion throughout the metro-
politan area has been and will continue to be keenly felt at
all Port Authority transportation facilities. This has led the
agency to undertake a number of actions and special
studies of user characteristics and future trends, and to
prepare a ten-year forecast of the region's outlook for popu-
lation, job levels and labor force.

Supporting Regional Growth: The Trans-Hudson Con-
nection, published in June, included a recommendation to
study the feasibility of ferryboat service on the Hudson
River. Similarly, the agency began to study future transpor-
tation needs at the Authority’s three Staten Island bridges.
And the need to reexamine the role that bridge and tunnel
truck movements currently play in the region’s distribution
system sparked a survey by type and quantity of com-
modities hauled by truck at all vehicular crossings. This
knowledge, gathered in 1985, becomes a vital base for
consideration of pricing levels and strategies to ease
congestion.

Through its participation in the Freight Services Improve-
ment Conference—a private/public sector research, plan-
ning and advocacy organization formed with the two
States—the Port Authority helped to organize the Bistate
Harbor Carriers Conference to address issues of access,
gate procedures and equipment safety for the region's
marine terminals.

In recent years air passenger travel has been experienc-
ing dramatic growth—up 44 percent since 1981 and up 5.6
percent in 1985 alone—and the numbers of people who fly
for business or pleasure are expected to increase steadily
in years to come. Vehicular access to the airports is already
a problem. In future years, the problem will become critical.
The Port Authority, in 1985, made detailed analyses of traffic
conditions on roads leading to, and within, the three major
airports, as well as studies of passenger profiles, in order to
develop the transportation strategies that will improve
access to the airports.

In recognition of the increasing globalization of the econ-
omy and to aid understanding of how foreign investors
reach decisions concerning the region, the Port Authority
released results of its study, Attitudes Towards the Regional
Labor Force: A Survey of Non-U.S.-Owned Manufacturing
and Distribution Companies in the New York-New Jersey
Region.

Port Authority Portfolio Manager and her Senior Financial Analyst check latest
quotes on major Wall Street bond trading floor.
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To The Board of Commissioners of
The Port Authority of New York and New Jersey

The Comprehensive Annual Financial Report of The Port
Authority of New York and New Jersey, including its subsidi-
ary Port Authority Trans-Hudson Corporation (PATH), for the
year ended December 31, 1985, is submitted herewith. This
report presents fairly and fully discloses the Port Authority’s
financial results and financial position, briefly describes
basic policies, and gives a general discussion of the activi-
ties undertaken during the year ended December 31, 1985.
The purpose and format of this transmittal letter is to dis-
cuss the items listed below in a formal and comprehensive
manner.

Reporting Entity and its Services

The Port Authority of New York and New Jersey is a munici-
pal corporate instrumentality created in 1921, by compact
between the States of New York and New Jersey con-
sented to by the Congress of the United States, which
undertakes only those projects authorized by the two
States. It is authorized and directed to plan, develop, and
operate terminals and other facilities of transportation and
commerce, and to advance projects in the general fields of
transportation, economic development, and world trade
that contribute to promoting and protecting the commerce
and economy of the Port District, which comprises an area
of about 1,500 square miles in both States centering about
New York Harbor.

The governor of each State appoints six of the twelve
members of the governing Board of Commissioners, sub-
ject to confirmation by the respective State Senate. The
Commissioners serve six-year overlapping terms as public
officials without compensation. They establish Port Author-
ity policy, appoint an Executive Director to implement it,
and also appoint a General Counsel to act as legal advisor
to the Board and to the Executive Director. Governors from
either State have from time to time exercised the statutory
power to veto the actions of Commissioners from their
respective State. '

The Executive Director is responsible for the manage-
ment of the daily operations of the agency's 33 facilities
through line and staff departments comprising approxi-
mately 9,000 career personnel and guides proposals to the
point of presentation to the Board of Commissioners.

As a public corporation serving the people of the New
Jersey-New York metropolitan region, the Port Authority
combines sound business and governmental principles
and practices and is dedicated to providing high quality
public service and operating efficiency. To assist in guiding
the operation of each of the departments, detailed policies
and procedures are published and communicated to all
employees.

The compact envisions the Port Authority as being finan-
cially self-sustaining; and, as such, it must obtain the funds
necessary for the construction or acquisition of facilities
upon the basis of its own credit, its reserve funds and its
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future revenues. The agency has neither the power to
pledge the credit of either State or any municipality nor to
levy taxes or assessments.

Accounting System and Budgetary Control

The Port Authority’s consolidated financial statements are
prepared in accordance with generally accepted account-
ing principles and include information on Port Authority
operations by operating segment, prepared on a full
accrual basis. Where appropriate, statements and sched-
ules reflect amounts, including provisions for claims made
against the Port Authority, based on estimates and judg-
ments which the Port Authority believes to be sound. These
financial statement presentations do notin any way change
the net revenues or reserves of the Port Authority or their
applications as they are defined and governed by require-
ments of law and the Port Authority's bond resolutions and
as they are reflected in Schedules A, B and C. The Port
Authority conducts its operations in accordance with such
resolutions and legal requirements.

The bond resolutions provide that net operating reve-
nues be calculated without allowance for depreciation.
Rather, facility capital costs are provided for through
deductions from net revenues and reserves of amounts
equal to principal payments on debt or appropriations to
Invested in Facilities. Reconciliations of the Consolidated
Statement of Income to Schedule A and the Consolidated
Statement of Financial Position to Schedule B appear on
page 32.

The accounts of Port Authority Trans-Hudson Corpora-
tion (PATH) are consolidated in the accompanying financial
statements. The assets and liabilities of the New York State
Commuter Car Program and the Fund for Regional Devel-
opment are not included in the Port Authority's financial
statements (see pages 37 and 38, respectively).

To reasonably assure compliance with published policies
and procedures and to protect the Port Authority's assets,
a system of internal controls, including budget guidelines,
has been developed. This system is strengthened and
supplemented by a staff of internal auditors which con-
ducts examinations of the Port Authority's operations and
reports to the Audit Committee of the Board of Commis-
sioners on management's performance. There are inherent
limitations that should be recognized in considering the
potential effectivenes of any system of internal control. The
concept of reasonable assurance is based on the recogni-
tion that the cost of a system of internal control should not
exceed the benefits derived and that the evaluation of
those factors requires estimates and judgments by man-
agement.

The Port Authority's annual budget is a financial planning
tool outlining the estimated expenditures for programs
already authorized or to be considered by the Board of
Commissioners. It is developed as part of a business plan-
ning process which includes a comprehensive review of the
Port Authority's mission and business strategies and the
programs, policies and projects, both operating and cap-



ital, required to carry out that mission. The budget is not an
authorization allocation, and its approval based on the
financial plan does notin itself authorize projects. Each new
capital project must be separately considered and
approved. Upon approval, the financial plan becomes a
means of achieving systematic control of program expendi-
tures to insure they are made in accordance with the
policies and financial decisions of the Board, and the
requirements of the By-Laws of the Port Authority.

Resuilts of Operations

The current year's gross operating revenues totalled
$1,100,840,000, an increase of $100,780,000, or 10.1 per-
cent, over 1984. This growth is primarily attributable to
higher rentals at the World Trade Center including revenues
generated by a recovery from tenants of retroactive pay-
ments in-lieu-of taxes of approximately $29,900,000, an
increase in flight fee revenues and service charges at the
three major metropolitan airports, increased tenant activity
at our marine and other facilities and the full year effect of
the June 3, 1984 PATH fare increase. Operating expenses
increased by $152,948,000, or 21.6 percent, over 1984, to
$859,843,000, primarily as a result of the one-time payment
to New York City of approximately $46,822,000 for retroac-
tive payments in-lieu-of taxes for the World Trade Center,
higher rent payments to New York City for the New York
Airports and generally higher costs for labor and materials.

Cash Management

The Port Authority's fong-term investment porifolio was
invested in Port Authority bonds and in securities of or
guaranteed by the United States Government. Earnings of
$59,022,000 were recorded on an average leng-term port-
folio of $511,031,000. The result was an average earnings
rate of 11.5%.

Short-term investments, primarily in government
securities and also in money market instruments. averaged
$512,120,000 during the year. The short-term portfolio prin-
cipally represented the investment of operating revenues
and construction funds awaiting disbursement. Income on
these investments totalled $46,676,000 or an average rate
of about 9.1%. :

Income on long-term and short-term investments
increased by approximately $8,523,000, or 8.8 percent,
over 1984, primarily due to higher average investment
balances.

Financial Position

As of December 31, 1985, the total assets of the Port
Authority were $5,046,308,000, an increase of $589,616,000
or 13 percent over last year. Facilities, at Cost, rose by
$334,598,000 to $4,942,660,000.

The increase in Facilities, at Cost, is represented by an
additional investment of $109,670,000 in'ground and mass
transportation facilities, with the Bus Terminal extension
and modernization project, the Holland Tunnel ceiling pro-

ject, and PATH's safety projects accounting for a major
portion of the increase. Investment in other facilities
increased by $224,928,000, led by Air Terminals which
increased by $105,657,000, primarily as a result of various
improvements and rehabilitations to roadways and build-
ings at the three major metropolitan airports. The World
Trade Center's fire safety program and continued construc-
tion at the Teleport were contributing factors to a
$28,765,000 increase in investment in World Trade Facilities
and investment in the remaining facilities increased by
$90,506,000, mainly due to expenditures at the Bathgate,
Yonkers and Elizabeth Industrial Parks as well as the
Howland Hook Marine Terminal.

Debt Administration

The Port Authority has issued over $6,042,649,000 in obliga-
tions since its creation, of which $2,712,317,000 was out-
standing as of December 31, 1985. The Port Authority has
issued $3,963,650,000 of Consolidated Bonds and Notes
(exclusive of refundings) since 1952, of which
$2,615,175,000 was outstanding as of December 31, 1985.
In 1985, the Port Authority issued three series of Consoli-
dated Bonds, all maturing in 2020, totalling $400,000,000.
The first, in a principal amount of $100,000,000, was issued
at a fixed interest rate of 8.70%. Two subsequent issues, in
a principal amount of $100,000,000 and $200,000,000,
respectively, provide for fixed interest rates of 7% and
6%, respectively, until December 1, 1988, with the bond-
holder having a one-time option, semi-annually thereafter,
to convert 1o a variable interest rate.

Consolidated Bonds (which includes Consolidated
Notes) are a direct and general obligation of the Port
Authority and its full faith and credit are pledged to the
payment of debt service thereon. All Consolidated Bonds,
including any which may hereafter be issued, are also
equally and ratably secured by a pledge of the netrevenues
of all existing facilities and any additional facilities which
may hereafter be financed or refinanced in whole or in part
through the medium of Consolidated Bonds.

In the Consolidated Bond Resolution of 1952, the Port
Authority covenanted that no additional General and
Refunding, Air Terminal or Marine Terminal Bonds would be
issued. The only obligations of the Port Authority which
were issued prior to 1952 and which were outstanding at
December 31, 1985, are the General and Refunding Bonds
in the amount of $642,000. Amounts available from the
the Special Reserve Fund, which was established by the
Port Authority in connection with the General and Refund-
ing Bonds, had been heldin trust since December 31, 1970,
as described on page 36. As of March 1, 1986, ail General
and Refunding Bonds have matured, ali scheduled prin-
cipal and interest payments have been made and the
agreement of trust establishing the Special Reserve Fund
has terminated.

To effectuate its programs, statutes which required the
Port Authority to create the General Reserve Fund also
established the principle of pooling revenues from facilities
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with established earning power to aid in the development of
new projects. The statutes also provide for the utilization of
available net revenues to maintain the General Reserve
Fund at the prescribed amount of 10 percent of the total par
value of the outstanding bonds legal for investment as
defined in the General Reserve Fund statutes (except for
New York State Guaranteed Commuter Car Bonds).

Currently, the General Reserve Fund and the Consoli-
dated Bond Reserve Fund are pledged in support of all the
Port Authority's outstanding bonds and notes other than
New York State Guaranteed Commuter Car Bonds, obliga-
tions issued under the Port Authority Commercial Paper
Program, and Special Project Bonds.

Bonds for an additional facility which are secured by a
pledge of the General Reserve Fund cannot be issued
unless the Port Authority’s Board of Commissioners certify
that the issuance of the bonds, or that such a pledge, will
not materially impair the Port Authority's sound credit
standing, the investment status of its bonds or its ability to
fulfill its commitments and undertakings.

It is the Port Authority's policy to retire debt as rapidly as
sound financial management permits and to maintain, at
year-end, in its reserve funds, including reserve funds in
trust, a combined amount equal to at least the amount of
the next two years’' mandatory debt service on bonds
secured by a pledge of the General Reserve Fund.

A statutory covenant with holders of affected Port
Authority obligations, which was enacted in 1962 by the
legislatures of New York and New Jersey, permits financing
of passenger railroad facilities in addition to the basic PATH
system only within specified financial limits. The covenant
was adopted as part of the statutes authorizing Port
Authority acquisition of the interstate Hudson and Manhat-
tan Railroad. In 1973, the legislatures of New York and New
Jersey enacted legislation to preclude application of this
covenant provision to Port Authority obligations issued
after May 10, 1973.

Interest recorded on the Port Authority’s debt charged to
operations and reserves pursuant to bond resolutions total-
led $110,042,000 in 1985. Bonded debt repayment through
operations and reserves amounted to $49,347,000, which
includes long-term bonds with a par value of $43 347,000
retired through mandatory sinking fund and maturity pay-
ments and $6,000,000 par value of notes retired as sched-
uled. Repayment of commercial paper obligations not
refunded by Commercial Paper Notes amounted to
$55,964,000. At December 31, 1985, commercial paper
obligations outstanding, including $550,000 accumulated
under the bank line of credit, totalled $37,870,000. Total
debt service charged to net revenues and reserves, includ-
ing reserve funds in trust, therefore, was $215,353,000,
which does not include amounts relating to New York State
Guaranteed Commuter Car Bonds and Special Project
Bonds. Bonds and Notes increased during the year by
$350,653,000 to a total of $2,712,317,000. During the year,
net assets increased by 6.7 percent to a total of
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$3.909,194,000, which represents approximately 72 per-
cent of the amount invested in Port Authority facilities.

Reserve Funds

At year-end 1985, the General Reserve fund balance was
$271,232,000 and continued to meet the prescribed stat-
utory amount of at least 10 percent of outstanding bonds
legal for investment as defined in the General Reserve Fund
statutes. On December 31, 1985, the Consolidated Bond
Reserve Fund had a balance of $417,204,000, after applica-
tion of $55,964,000 for the repayment of commercial paper
obligations, $87,359,000 to direct investment in facilities,
and $4,063,000 to self-insurance. The balance of the Spe-
cial Reserve Fund in Trust, described on page 36, totalled
$646,000. The sum of these reserves was $689,082,000,
which exceeded the next two years’ mandatory debt ser-
vice on bonds secured by a pledge of the General Reserve
Fund.

Bond covenants require that the reserve funds be main-
tained in cash or invested in certain government securities.
At year-end, $682,192,000 was invested in such securities
and $6,890,000 was maintained as cash.

Independent Audit

A firm of independent public accountants is retained each
year to conduct an examination of the accounts and finan-
cial statements of the Port Authority in accordance with
generally accepted auditing standards and meets directly
with the Audit Committee of the Board of Commissioners.
Also performed as part of the annual examination is a study
and evaluation of the system of internal accounting control.
Both reports are included in the Comprehensive Annual
Financial Report.

Certificate of Conformance

The Government Finance Officers Association of the
United States and Canada (GFOA) awarded a Certificate of
Conformance in Financial Reporting to The Port Authority of
New York and New Jersey for its comprehensive annual
financial report for the year ended December 31, 1984.

In order to be awarded a Certificate of Conformance, a
governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial
report, whose contents conform to program standards.
Such reports must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Conformance is valid for a period of one
year only. We believe our current report continues to con-
form to Certificate of Conformance Program requirements,
and we are submitting it to GFOA to determine its eligibility

for another certificate.
%f Financial Officer

éxecutive(%ge?tor




Selected Financial Information

Highlights

1985

Gross Operating
Revenues

Net Operating Revenues

Net Revenues Available for
Debt Service and
Reserves

Debt Service Charged to
Revenues and Reserves

Cumulative Invested in
Facilities

Bonded Debt Outstanding,
in accordance with
Port Authority bond
resolutions

General Reserve Fund

Consolidated Bond
Reserve Fund

Special Reserve Fund in
Trust

(In Thousands)

$1,100,800 $1,000,100

241,000

332,700
215,400

5,396,500

2,712,300
271,200

417,200

600

Debt Retired Through Income—Cumulative (in Millions of Dollars)
1984 2000
1,500
293,200 T
500
0 | ] ‘
384,500 — ‘
1981 1982 1983 1984 1985
221,500 The Port Authority is a self-supporting agency which funds its operations
and retires its debt through fares, fees, tolls and other charges.
5,050,800
Annual Investment in Facilities (in Millions of Dollars)
B Ground and Mass Transportation Facilities
2.361,700 EEE Port Commerce and Economic Development Facilities
236,200 225
200
425,100 175
150
1,900 =
100
75
50
5
0 Hi
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Cumulative Port Authority investment totaled more than $1 billion over the
pas! five years. For the same period, outstanding debt increased by
approximately $700 million.
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Touche Ross & Co.

November 27, 1985

Mr. John G. McGoldrick, Chairman

and Members of the Audit Committee of
The Port Authority of New York and New Jersey
New York, New York :

We have made a study and evaluation of the system.of internal accountingcontrol of The Port Authority of
New York and New Jersey in effect at October 31; 1985. Our study and evaluation was conducted in
accorcance with standards established by the American Institute of Gerlified Public Accountants and was
performed concurrently with o‘Ur examination of the Port Authority's financial statements for the year
ending December 31; 1985 - .

Management.of the Port Authority is responsible for.establishing and maintaining a system of internal
accounting control. In fulfilling this responsibility, estimates and judgments by management are required
to assess the expected benefits and related costs of control procedures. The objectives of the system are
to provide management. with_reasonable, but not absolute, assurance that assets are safeguarded
against losses from unauthorized use-or disposition, and that fransactions are executed in accordance
with management's authorization.and recorded properly to permit the preparation of financial statements
in accordance with generally accepted accounting principles and, where appropriate, in accordance with
the Port Authority’s bond resolutions. o

Because of inherent limitations in‘any system of internal accounting control, errors or irreqularities may
occur and not be detected. ‘Also, prejection of any evaluation of the system to future periods is subject to
the risk that procedures may become inadequate because of changes in conditions, or that the degree of
compliance with the procedures may deteriora:e.

In our opinion, the Port Authority's system of internal accounting control in effect at October 31, 1985,
taken as a whole, was sufficient tomeet the'objectives stated above insofar as those objectives pertain to
the prevention or detection of errors.or irregularities in amounts that would be malterial in relation to the
Port Authority’s financial statements.

T oretbe JCats ¢ Cc

Certified Public Accountants

’ GATEWAY ONE—NEWARK, NEW JERSEY 07102-(201) 622-7100
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Touche Ross & Co.

February 28, 1986

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

We have examined the consolidated statements of financial position of The-Port Authority of New York and
New Jersey and its subsidiary, Port Authority Trans- Hudson Corpdration, as of December 31,1985 and
1984, and the related consolidaied statements of income, changes in n2t assets and changes in financial
position for the years then ended. We also have examined the financial information included in Scheduies
Athrough F Our examinations were made in accordance with generally acceptéd auditing standards and,
accordingly, included such tests of the accounting records and such other auditing procedures as we
considered necessary in the circumstances.

In-our opinion, the consolidated financial statements referred to above present fairly the finanigial position
~of The Port Authority of New York and New Jersey and its subsidiary as of December 31,1985 and 1984,
-and the results of their operations and the changes in their financial position for the years then ended, in

conformity with'generally accepted accounting principles which have been applied ona consistentbasis,

except for the change, with which we concur, in the method of accounting for post retirement benefits as
described in Note J to the financial statements. The accompanying Schedules A through C have been
prepared pursuant to the requirements of law and Port Authority bond resolutions. The accounting
- practices followed in thé preparation of these schedules difier in some respects from generally accepted
accounting principlés as described in Note A-8_ [n cur opinion, Schedules A, B and C present fairly the
consolidated agsets and liabilities of the Authority at December 31, 1985 and the consolidated revenues

and reserves for the year then-ended in-.conformity with the accounting principles described in Note A-8

which have beenapplied on & basis consistent with that of the preceding year, except for the change with

which we coneur, as-described in Note J

Also, in our opinion, the supplementary information presented in Schedule D and the selected financial
data for the years ended December 31,1985, 1984, 1983, 1982 and 1981, appearing in Schedule £ are fairly
stated in all material respects in relation to the financial statements taken as a whole. In our opinion,
Scheduile F presents fairly the.assets and liabilities of the New York State Commuter Car Program at
December 31, 1985 and 1984, in conformlty with the basis of accounting described therein, applied on a
consistent basss -

Toeesbe fout { Co

Certified Public Accountants

GATEWAY ONE-NEWARK, NEW JERSEY 07102-(201) 622-7100
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Consolidated Statement of income

Year Ended December 31,

1985 1984
(In Thousands)

Gross Operating Revenues (Note L) $1,100,840 $1,000,060
Operating Expenses:

Employee compensation, including benefits 402,997 343,376

Materials, equipment, supplies and contract services 190,378 164,670

Heat, light and power 66,703 67,562

Rents (primarily related to airport leases) and amounts in-lieu-of-taxes 144,487 85,186

Other (Note K-5) 55,278 46,101
Total Operating Expenses 859,843 706,895
Depreciation on Facilities (Note B) : 120,393 115,953
Amortization of Costs for Bus Programs (Note K-1) 38,938 : 29,186
Income from Operations 81,666 148,026
Financial Income and Expense:

Income on investments 83,729 84,263

Gain on purchase of Port Authority bonds in connection with

current sinking fund requirements 1,226 1,680

Interest expense (108,127) (114,920)
Income Before Extraordinary ltems 58,494 119,049
Extraordinary Items

Gain on purchase of Port Authority bonds in connection with

future sinking fund requirements 4,851 3,821

Gain on insurance proceeds {(Note B) —_— 7,072

Net Income ' $ 63,345 $ 129,942

Consolidated Statement of Changes in Net Assets

Year Ended December 31,

1985 1984
(In Thousands)
Balance at January 1 $1,868,547 $1,727,685
Net Income 63,345 129,942
Government Contributions in Aid of Construction (Note G) 22,606 10,920
Balance at December 31 $1,954,498 $1,868,547

See Notes to Consolidated Financial Statements.
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Consolidated Statement of Financial Position

Assets
Facilities, at Cost {(Note B)
Less Accumulated Depreciation on Facilities

Facilities, Net
Investments (Note C)
Cash
Accounts Receivable (net of Allowance for Doubtful Accounts of $10,175,000 in 1985
and $9,049,000 in 1984)
Unamortized Costs for Bus Programs
Other Assets

Total Assets

Liabilities

Bonds and Notes (Note D)

Commercial Paper Obligations (Note E)

Accounts Payable

Accrued Pension, Retirement and Other Employee Benefits (Note J)
Accrued Interest and Other Liabilities

Deferred Income

Total Liabilities

Net Assets

Net Assets are Composed of:
Net income Invested in Port Authority Facilities,
Operations and Reserves
Government Contributions in Aid of Construction (Note G)

Net Assets

See Notes to Consolidated Financial Statements.

December 31,

1,750,052

241,666

5,046,308

9,642

3,091,810

$1,954,498

$1,954,498

1985

1984

(In Thousands)

$4,942,660

3,192,608
1,265,253
21,202

76,390
249,189

2,655,466
37,870
177,830
112,579
98,423

$1,785,088
169,410

$4,608,062

1,640,763

2,967,299
938,531
20,398

77,591
288,111

164,762

4,456,692

2,309,563
82,621
93,224
90,179

12,558

2,688,145

$1.868,547

$1,713,041

155,506

$1,868,547
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Consolidated Statement of Changes in Financial Position

Funds Provided from:

Net Income

Add-Income charges not affecting funds in the period:
Depreciation on facilities
Amortization of costs for Bus Programs
Amortization of certain other assets

Funds provided by operations
Bonds, notes and commercial paper obligations
Port Authority bonds retired
Government contributions in aid of construction
Decrease in accounts receivable
Increase in accounts payable, accrued expenses and other liabilities

Total Funds Provided

Funds Applied to:

Cost of facilities

Retirement or repayment of bonds, notes and commercial paper obligations
Port Authority bonds purchased by the Port Authority

Cost for Bus Programs

Other net changes in other assets and deferred credits

Total Funds Applied

Net Increase in Cash and Investments

See Notes to Consolidated Financial Statements.
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Year Ended Decembi

er 31,

12,443

122,808

906,908

92,263

579,382

$327,526

1985

{In Thousands)
$ 63,345

120,393
38,938

235,119
493,834
31,340
22,606
1,201

345,702
110,904
30,497
16

1984

$129,942

115,963
29,186

9,102

284,183
291,389
12,586
10,920
1,331

1,397

601,806

203,854
109,152
27,083
15,643

6.879

362,611

_8239.195




Notes to Consolidated Financial Statements

Note A-Summary of
Significant Accounting Policies:

1. The Port Authority of New York and New Jersey,
createdin 1921 by compact between the two States, with
the consent of Congress, has no stockholders or equity
holders; cash derived from operations and other cash
received must be disbursed for specific purposes in
accordance with provisions of various statutes and
agreements with holders of its bonds and others. The
costs of providing facilities and services to the general
public on a continuing basis are recovered primarily in
the form of fares, fees, tolls, rents and other user
charges.

2. Thefinancial statements and schedules include the
accounts of the Port Authority and its wholly-owned sub-
sidiary, Port Authority Trans-Hudson Corporation (PATH),
consistent with the criteria set forth in the National Coun-
cit on Governmental Accounting Statement No. 3, Defin-
ing the Governmental Reporting Entity. The assets and
liabilities of the New York State Commuter Car Program
and the Fund for Regional Development are not inciuded
in the Port Authority's financial statements (see Note F-5,
Note | and Schedule F).

3. Facilities are carried at cost and include the expen-
diture of Federal and State grants to acquire, construct,
place in operation and improve the facilities of the Port
Authority. Facility capital costs include net interest
expense incurred from the date of issuance of the debt to
finance construction until completion of the capital pro-
ject. (See Note B-1 and Note G.)

4. Investments in long-term securities, other than Port
Authority bonds, are valued at amortized cost. Invest-
ments in short-term securities, other than Port Authority
bonds, are valued at the lower of their aggregate amor-
tized cost or market value. Investments in the Liberty
Circle Venture Capital Fund (a limited partnership in
which the Port Authority is the limited partner) are valued
at cost.

Port Authority bonds purchased by the Port Authority
serve to reduce debt on Bonds and Notes and are not
included in investments. Interest expense and interest
earnings relating to such Port Authority bonds pur-
chased are not included in interest expense and income
on investments. Bonds and Notes are shown net of
unamortized discount. Consistent with Financial
Accounting Standard No. 64, Extinguishments of Debt
Made to Satisfy Sinking Fund Requirements, gains on

purchase of Port Authority bonds in connection with
future sinking fund requirements (those scheduled to
occur more than one year from date of purchase) are
separately classified as an extraordinary item. (See Note
C)

5. Depreciation is computed on the straight-line
method based on estimated useful lives of the related
assets including those financed by government contribu-
tions (see Note G). In distributing net income to net
assets, a charge representing depreciation on assets
acquired with contributions is made against the related
contributions accounts. (See Note B-1.)

6. All expenditures for the Bus Programs are recorded -
as deferred charges and amortized over the estimated
useful life of the buses (see Note K-1).

7. 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 thereto are accounted
for in the capital fund. Transactions involving the applica-
tion of net revenues are accounted for in the reserve
funds pledged as additional security for bondholders
(see Note F).

8. Schedules A, B and C have been prepared in
accordance with the requirements of law and Port
Authority bond resolutions which differ in some respects
from generally accepted accounting principles, as fol-
lows:

The Port Authority's bond resolutions provide that net
operating revenues shall not include an allowance for
depreciation on facilities. Thus, depreciation is not a
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
appropriations to Invested in Facilities. These
amounts are credited at par to Debt Retired Through
Income and to Appropriated Reserves Invested in
Facilities, respectively.

Expenditures for the Bus Programs are included in
Invested in Facilities in accordance with Port Authority
bond resolutions.

Port Authority bonds purchased by the Port Authority
remain outstanding and are included in Investments
and Bonds and Notes until retirement. Interest
expense and interest earnings relating to such Port
Authority bonds purchased are included as intereston
bonds and notes and income on investments.

Furthermore, to reflect the cumulative amount
invested by the Port Authority since 1921 in connec-
tion with its facilities, the cost of assets removed from
service is not deducted from Invested in Facilities.

31



A reconciliation of Schedules A and B to the Consoli-
dated Statements follows:

Consolidated Statement of iIncome
To Revenues and Reserves (Schedule A)

Year Ended December 31,
1985 1984
(In Thousands)

Net Income reported on

Consolidated Statement of Income $ 63345 $129,942
Add: Depreciation on Facilities 120,393 115953

Amortization of Costs for
Bus Programs 38938 29,186
Sub-Total 222676 275,081
Less: Direct Investment in Facilities 87,359 71527
Gain on Insurance Proceeds — 7072
Appropriations for SelfInsurance 4063 489
Debt Retired - Bonds and Notes 49347 19,675

- Commercial Paper

Obligations 55,964 85,389
Sub-Total 196,733 184,152

Increase in Reserves reported on

Schedule A, Revenues and Reserves

(Pursuant to Port Authority bond

resolutions) $ 25943 $ 90929

Consolidated Statement of Financial Position
To Assets and Liabilities (Schedule B)

Year Ended December 31,
1985 1984
(In Thousands)

Net Assets reported on
Consolidated Statement of
Financial Position $1,954,498 $1,868,547

Add: Accumulated Depreciation
on Facilities 1,750,052 1,640,763

Accumulated Retirements 98,425 87,321

Cumulative Amortization of
Costs for Bus Programs 106,219 67,281

Net Assets reported on Schedule B,
Assets and Liabilities (Pursuant to
Port Authority bond resolutions) $3,909,194 $3,663,912

9. The Port Authority provides for uninsured potential
losses through its self-insurance program by appropria-
tions from the Consolidated Bond Reserve Fund to the
operating fund and provides for losses by charging oper-
ating expenses as incurred.
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10. The 1984 financial statements contain certain
reclassifications which have been made in order to con-
form to the classifications used in 1985.

Note B-Facilities:
1. Cost of facilities is composed of the foliowing:

December 31,

1985 1984
(In Thousands)

Completed Construction:

Air Terminals $1,579,428 $1,540,135
World Trade Facilities 1,049,714 1,048,613
Marine & Other Facilities 598,501 605,519
Tunnels & Bridges 657,948 631,854
Rail 272,026 266,639
Bus Terminal 226,563 226,563
4,384,180 4,319,323

Construction in Progress 558,480 288,739
$4,942,660 $4,608,062

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

Tunnels and Bridges 100 years
Buildings 25 to 50 years
Runways and other paving 15 to 25 years
Machinery and equipment 5 to 35 years

Net interest expense added to cost of facilities was
$24,810,000 in 1985 and $14,510,000 in 1984.

2. In 1980, a fire destroyed Pier B at the Hoboken Port
Authority Marine Terminal. Substantially all assets
destroyed by the fire were insured for their replacement
value. The insurance proceeds received in 1984 ex-
ceeded the remaining unamortized value of Pier B by
$7.,072,000, an amount which was included as an extraor-
dinary item on the 1984 Consolidated Statement of
Income.

e
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Note C-Investments:

Short-Term

United States Treasury Bills
United States Treasury Notes
Bankers’ Acceptances
Certificates of Deposit
Commercial Paper

Total Short-Term

Long-Term v

Farmers' Home Administration (Department of Agriculture) insured Notes
United States Treasury Bonds and Notes

Government National Mortgage Association Participation Certificates

Total Long-Term
Liberty Circle Venture Capital Fund
Bonds of The Port Authority of New York and New Jersey

Accrued Interest Receivable

Total Investments
Less: Bonds of The Port Authority of New York and New Jersey

Investments

December 31, December 31,
1985 1984
Principal Quoted Book Book
Amount Market Value Value
{in Thousands)
$441,410 $425,871 $425,332 $445,568
30,000 30,205 30,182 10,016
47,000 46,820 46,845 —
1,608 1,608 1,608 2,902
25,000 24,989 24,990 600
$545,018 $529,493 528,957 459,086
$ 11,000 $ 10,874 10,997 56,988
690,000 701,427 695,382 403,836
2,000 1,936 2,000 2,000 :
$703,000 $714,237 708,379 462,824
$ 5,000 5,000 —
$ 39,749 39,749 40,592
22,917 16,621
1,305,002 979,123
39,749 40,582
$1,265,253 $938,531
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Note D-Bonds and Notes:

1. Obligations legal for investment as defined in the General Reserve Fund Statues

(see Note F-1). December 31, December 31,

1984 Issued Retired 1985
(In Thousands)

General and Refunding Bonds

Ninth Series 1% due 1985 $ 427 $ — $ 427 $ —
Tenth Series 13/4% due 1985 256 — 256 —
Eleventh Series 1'% due 1986 1,232 — 590 642
1,915 — 1,273 642
Consolidated Bonds (A)
Fourth Series 23:% due 1985 2,000 — 2,000 —
Sixth Series 3% due 1986 7,800 — 3,600 4,200
Seventh Series 3.40% due 1986 6,500 — 3,000 3,500
Eighth Series 3.40% due 1987 11,000 — 3,000 8.000
Tenth Series 3%/s% due 1987 9,000 — 2,400 6,600
Twelfth Series 33%%6% due 1988 10,500 — 2,100 8,400
Fourteenth Series 356% due 1989 13,750 — 2,750 11,000
Sixteenth Series 41/2% due 1989 6,250 — 1,250 5,000
Nineteenth Series 312% due 1991 11,100 — 1,100 10,000
Twentieth Series 312% due 1993 19,425 — 1,750 17,675
Twenty-first Series 3.40% due 1993 13,875 — 1,250 12,625
Twenty-second Series 33/% due 1993 13,875 — 1,250 12,625
Twenty-third Series 33%5% due 1994 15,125 — 1,250 13,875
Twenty-fourth Series 3% due 1994 15,125 — 1,250 13.875
Twenty-sixth Series 312% due 1995 23,625 — 1,575 22,050
Twenty-seventh Series 33s% due 1995 16,500 — 1,250 15,250
Twenty-eighth Series 3%% due 1996 18,750 — 1,250 17,500
Twenty-ninth Series 312% due 1996 18,750 — 1,250 17,500
Thirtieth Series 3%s% due 1998 17,269 — 769 16,500
Thirty-first Series 4% due 2002 81,000 — — 81,000
Thirty-second Series 5% due 2003 86,500 — 2,500 84,000
Thirty-third Series 43/:% due 2003 86,400 — 2,400 84,000
Thirty-fourth Series 52% due 2003 93,000 — — 93,000
Thirty-fifth Series 656% due 2005 97,000 — 1,000 96,000
Thirty-sixth Series 6.40% due 2005 48,000 — _ 48,000
Thirty-seventh Series 6% due 2006 98,000 — 1,000 97,000
Thirty-eighth Series 53% due 2006 97,000 — — 97,000
Thirty-ninth Series 5.80% due 2007 147,630 — 630 147,000
Fortieth Series 6% due 2008 99,000 — 500 98,500
Forty-first Series 51%% due 2008 98,500 — — 98,500
Forty-second Series 8.20% due 2011 100,000 — — 100,000
Forty-third Series 7% due 2011 50,000 — — 50,000
Forty-fifth Series 6'/2% due 2012 75,000 — — 75,000
Forty-sixth Series 6% due 2013 75,000 — — 75,000
Forty-seventh Series 612% due 2013 100,000 — — 100,000
Forty-eighth Series 63%.% due 2014 75,000 — — 75,000
Forty-ninth Series 10%s% due 2017 100,000 — — 100,000
Fiftieth Series 10Ys% due 2017 100,000 — — 100,000
Fifty-first Series 11% due 2019 100,000 — — 100,000
Fifty-second Series (B) 9% due 2014 100,000 — — 100,000
Fifty-third Series 8.70% due 2020 — 100,000 — 100,000
Fifty-fourth Series (C) 7% due 2020 — 100,000 — 100,000
Fifty-fifth Series (D) 6%/:% due 2020 — 200,000 — 200,000
2,157,249 400,000 42,074 2,515,175
Consolidated Notes (A)
Series HH 7-3/4% due June 1, 1987 100,000 — — 100,000
Series I 5.99% due January 15, 1985 1,000 — 1,000 —
Series JJ 5.8% due December 17, 1985 5,000 — 5,000 —
106,000 — 6,000 100,000
Special Project Bonds (E)
Series 1, Delta Air Lines, Inc. Project:
First Instaliment 10-1/2% due 2002 10,015 — — 10,015
Second Installment 10-1/2% due 2008 86,485 — — 86,485
96,500 — — 96,500
Total Bonds and Notes in accordance with Port Author-
ity bond resolutions 2,361,664 $400,000 $49,347 2,712,317
Less: Amortized cost of Port Authority bonds pur-
chased by the Port Authority 40,592 39,749
Unamortized discount 11,509 17,102
Bonds and Notes $2,309,563 $2,655,466
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(A)All Consolidated Bonds and Consolidated Notes are equally and ratably secured by a pledge of the net revenues of all existing facilities and
any additional facilities which may be financed or refinanced in whole or in part through the medium of Consolidated Bonds (see Note F).

(B)Subjcct to an annual option, commencing on November 1, 1994, and on each November 1 thereafter, of the registered holder to exercise a
one-time election to convert to a variable interest rate, ranging from 8% to 12% per annum.

(C)Subject to a semi-annual option, commencing on December 1, 1988, and on each June 1 and December 1 thereafter, of the registered holder
to exercise a one-time election to convert to a variable interest rate, ranging from 5% to 10% per annum.

(D)Subject to a semi-annual option, commencing on December 1, 1988. and on each June 1 and December 1 thereafter. of the registered holder
to exercise a one-time election to convert to a variable interest rate, ranging from 5% to 9-1/2% per annum.

(E)Each series of Special Project Bonds is to be secured solely by a mortgage by the Port Authority of facility rental as set forth in a lease with
respect to a project to be financed with the proceeds of bonds, by a mortgage by the lessee of its leasehold interests 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. Consistent therewith, Delta Air Lines has also agreed that it shall pay the debt service on the
Series 1 Bonds as a separate and independent covenant from its obligation to pay facility rental. (See Note F-4.)

2. Five-year amortization of Bonds and Notes (see Note D-1) outstanding on December 31, 1985 is:

Year Ending December 31: Principal

(In Thousands)

1986 $ 55,506
1987 155,132
1988 52,607
1989 53,819
1990 56,299
Total

__$373363

Amortization and interest applicable to General and Refunding Bonds are secured by a trust as outlined in Note F-2.

Note E-Financing:

The Port Authority finances construction and acquisition
of its facilities primarily by issuing bonds, notes and other
obligations. Details of Bonds and Notes and their amor-
tization are described in.Note D and Schedule D.

1. Commercial Paper Notes are special obligations of
the Port Authority authorized to be issued for purposes of
payment for capital expenditures in connection with the
facilities of the Port Authority specified in the Commercial
Paper Resolution and for the refunding of Commercial
Paper Notes. On November 14, 1985, the Authority modi-
fied and extended the Commercial Paper Program. The
prior restriction prohibiting previously issued Commer-
cial Paper Notes from having a maturity date later than
the last business day of the calendar year of issue no
longer exists, but no Commercial Paper Notes may have
a maturity date later than December 31, 1990. To assist in
providing program liquidity in the event the Commercial
Paper Notes cannot be refunded at maturity due to mar-
ket conditions, a stand-by revolving credit facility in the
principal amount of up to $150,000,000 is provided by a
group of banks and trust companies. This stand:by
revolving credit facility, subject to the fulfillment of cer-
tain conditions and unless sooner revoked or terminated
in accordance with its provisions, expires on December
31, 1990. In addition, a bank line of credit in the amount of
$15,000,000 permits accumulation of the capital expendi-

tures to be funded by the issuance of Commercial Paper
Notes. The total aggregate principal amount of Commer-
cial Paper Notes and advances under the credit facilities
described above which may be outstanding at any one
time may not be in excess of $150,000,000.

Under the terms of the Port Authority Commercial
Paper Resolution as modified and the agreements
entered into thereunder, the payment of the principal of
and interest on Commercial Paper Notes, not paid by
subsequently issued Commercial Paper Notes, and
advances under the stand-by credit facility and under the
line of credit, are to be special obligations of the Port
Authority payable from the proceeds of obligations
issued for such purpose, including Consolidated Bonds
issued.in whole or in part for such purpose, or from net
revenues (as defined in the Commercial Paper Resolu-
tion as modified) deposited to the Port Authority's Con-
solidated Bond Reserve Fund and remaining after certain
applications authorized by the Consolidated Bond Reso-
lution, and in the event such proceeds or net revenues
are insufficient therefore, from other moneys legally avail-
able for such payments when due. Payment of the prin-
cipal of and interest on these special obligations is
subject in all respects to the payment of debt service on
General and Refunding Bonds and Consolidated Bonds,
as required by the applicable provisions of the Port
Authority’s bond resolutions, to the payment into the
General Reserve Fund of the amount necessary to main-
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tain such Fund at the amount specified in the General
Reserve Fund statutes, to the payment of debt service
on Limited Obligation Variable Rate Demand Bonds, if
any, as required by the applicable provisions of the reso-
lution establishing such issue, and to applications to
purposes authorized by the Consolidated Bond Resolu-
tion.

The Commercial Paper Notes, and the interest
thereon, and advances under the stand-by credit facility
and under the line of credit, and the interest thereon, are
not secured by or payable from the General Reserve
Fund.

During the period January 1, 1985 through December
31, 1985, sales of Commercial Paper Notes, exclusive of
refundings, totalled $93,284,000. Of that total, Notes
amounting to $55,964,000 were repaid. At December 31,
1985, Commercial Paper Obligations, including $550,000
accumulated under the bank line of credit, totalled
$37,870,000.

During the period January 1, 1986 through February 28,
1986, sales of Commercial Paper Notes, exclusive of
refundings, totalled $12,657,000, resulting in a balance
outstanding of $49,977,000.

2. AsofFebruary 13, 1986, the Board of Commissioners
had established and authorized the issuance, and had
authorized the sale by the Committee on Finance, of the
following series of Consolidated Bonds and Notes for
various purposes, including, in the case of Series Forty-
two R, the refunding, on July 15, 1986, of Consolidated
Bonds, Forty-second Series.

Author- Maximum
ization Interest Rate Due Authorized
Series Expires Per Annum Date Amount

42 R(Bonds) July 15, 1986 6.50%
56th(Bonds) June 30, 1987 15%

) July 15,2011 $100,000,000
)

57th(Bonds) June 30, 1987 15%
)

April 1,2021 200,000,000

Nov. 1,2021 200,000,000
58th(Bonds) June 30, 1987 15% April 1,2022 200,000,000
KK(Notes) June 30, 1987 12% July 15,1988 100,000,000
LL(Notes) June 30, 1987 12% Jan. 15,1989 100,000,000
MM(Notes)  June 30, 1987 12% July 15,1989 100,000,000

Other than Series Forty-two R, the maximum aggre-
gate principal amount of Bonds of these series which
may be sold is $400,000,000, and the maximum aggre-
gate principal amount of Notes of these series which may
be sold is $200,000,000.

3. By resolution of October 11, 1984, as amended on
February 13, 1986, the Board of Commissioners estab-
lished and authorized a series of special limited obliga-
tions known as the "“Bank Loan of 1986", for various
purposes, in an aggregate principal amount of up to
$100,000,000, at a maximum interest rate per annum of 12
percent. This authorization expires June 30, 1987.

4. By resolution of November 14, 1985, as amended on
February 13, 1986, the Board of Commissioners estab-
lished and authorized the issuance, and authorized the
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sale by the Committee on Finance, of Port Authority
Limited Obligation Variable Rate Demand Bonds, Series
1986, Due 2016, in an aggregate principal amourt of up to
$200,000,000 for purposes of capital expenditures in
connection with facilities of the Port Authority. This
authorization expires on June 30, 1987.

5.  On April 11, 1985, the Board of Commissioners
authorized a program of lease-financing transactions to
be known as the "“Port Authority Operating Equip-
ment-Lease Financing Program' to facilitate the pur-
chase of portions of operating equipment for use at the
Port Authority's facilities (see Note A-7), with the aggre-
gate principal amount financed at any one time not to
exceed $10,000,000. The arrangement with the lessor-
investor or investors and with Bank of America NT&SA,
New York, New York, the initial lessor's designee, pro-
vides for a variable interest rate on the lease transactions
equal to 60 percent of Bank of America’s reference rate,
with each lease to extend for the useful life of the equip-
ment, title to which is to be held by the Port Authority. On
August 1, 1985, the closing for the Master Financing
Lease with the initial lessor-investor was held and an
initial deposit of $2,500,000 has been made by the lessor-
investor.

Note F-Reserves:

1. The General Reserve Fund statutes provide for the
Port Authority to maintain the General Reserve Fund in
an amount equal to at least 10 percent of outstanding
bonds legal for investment as defined in the statutes (see
Note D-1), except for New York State Guaranteed Com-
muter Car Bonds described in Note F-5. At December 31,
1985, the General Reserve Fund balance was
$271,232,000 and continued to meet the prescribed stat-
utory amount. The Port Authority has established the
policy of maintaining total reserve funds in an amount
equal to at least the next two years' debt service on
outstanding debt secured by a pledge of the General
Reserve Fund.

At December 31, 1985, the Port Authority met the
requirements of its bond resolutions to maintain total
reserve funds in cash and specified marketable
securities. Such amount included $646,000 held in trust
for repayment of principal and interest on General and
Refunding Bonds (see Note F-2).

2. In accordance with the provisions of bank loan
agreements, the Port Authority, on December 31, 1970,
placed into trust amounts available from the Port Author-
ity's Special Reserve Fund, Air Terminal Reserve Fund
and Marine Terminal Reserve Fund so that such Funds
would be maintained in amounts sufficient to secure fully,
unconditionally and absolutely the Port Authority's obli-
gation to provide for the redemption as scheduled and
the payment of interest until redemption on the outstand-



ing General and Refunding, Air Terminal and Marine Ter-
minal Bonds. As of December 31, 1980, the Port Authority
had fully satisfied all debt service requirements on Air
Terminal and Marine Terminal Bonds and the Air Terminal
and Marine Terminal Reserve Funds in Trust no longer
exist.

Under the terms of the Agreement of Trust, the remain-
ing General and Refunding Bonds are not required to be
paid or redeemed in advance of their scheduled redemp-
tion by operation of the sinking fund thereof.

With the establishment and maintenance of these
Trust Funds, and with the satisfaction of all outstanding
Air Terminal and Marine Terminal Bonds in 1980, net
revenues of the Port Authority's existing facilities are
applicable to debt service on Consolidated Bonds and
Notes and all remaining balances, except such amounts
as may be necessary to maintain the General Reserve
Fund in the prescribed amount, are payable into the
Consolidated Bond Reserve Fund.

3. The balance of all net revenues upon which Consoli-
dated Bonds have a first lien, after deducting payments
for debt service upon all Consolidated Bonds and such
amounts as may be required to maintain the General
Reserve Fund at its statutory amount, are to be paid into
the Consolidated Bond Reserve Fund. Consolidated
Bonds have a first lien upon the net revenues of all
existing facilities of the Port Authority (cars acquired
under the New York State Commuter Car Program are not
included in “facilities of the Port Authority”) and any
additional facility financed by Consolidated Bonds. The
prior liens and pledges with respect to certain net reve-
nues in favor of General and Refunding Bonds of the Port
Authority have been satisfied by the establishment and
maintenance of the Special Reserve Fund in Trust as
discussed in Note F-2.

4. OnJune 9, 1983, the Port Authority established an
issue of special limited obligations known as Special
Project Bonds. Neither the full faith and credit of the Port
Authority nor the General Reserve Fund or the Consoli-
dated Bond Reserve Fund are pledged to the payment of
the principal of and interest on Special Project Bonds.
(See Note D-1)) '

5. New York State Guaranteed Commuter Car Bonds
are secured by the net revenues of the Port Authority
arising out of the lease of commuter railroad cars by the
Port Authority to railroads in New York. Car Bonds are not
secured by any other revenues, reserves or assets of the
Port Authority, are not general obligations of the Port
Authority and are not secured by the full faith and credit
of the Port Authority. In the event that lease revenues are
not sufficient to provide for scheduled payment of prin-
cipal and interest, the punctual payment of debt service
is fully and unconditionally guaranteed by the State of
New York. New York State Guaranteed Commuter Car

Bonds outstanding at December 31, 1985, totalled
$88,295,000. (See Schedule F.)

Note G-Government Contributions in Aid of
Construction:

The Port Authority receives contributions in aid of con-
struction for capital purposes from government agen-
cies. Federal funding from the Airport Improvement and
the Airport Development Aid Programs was $20,754,000
in 1985 and $9,627,000 in 1984. Federal funding through
the New York City Public Development Corporation for
the Bathgate Industrial Park was $1,852,000 in 1985, and
$1,293,000 in 1984.

Charges representing depreciation on assets relating
to contributions were $8,702,000 in 1985 and $8,441,000
in 1984.

December 31,
1985 1984

$263,261,000 $240,655,000

Cumulative Contributions

Less: Accumulated
Charges (depreciation
on assets acquired

with contributions) 93,851,000 85,149,000

$169,410,000 $155,506,000

Note H-Lease Commitments:

1. Gross operating revenues attributable to minimum
rentals associated with operating leases amounted to
approximately $312,000,000 in 1985 and approximately
$284,000,000 in 1984.

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 con-
sumer service areas at airports, marine terminals, bus
and truck terminals, rail facilities, industrial parks, The
Teleport and The World Trade Center.

Minimum future rentals scheduled to be received on
operating leases in effect on December 31, 1985, are:

Year Ending December 31:

1986 $ 305,527,000
1987 279,919,000
1988 264,382,000
1989 247,592,000
1990 229,369,000

Later Years 1,932,912,000

Total Minimum Future Rentals $3,259,701,000

Investments in airports, World Trade Center, marine ter-
minals and the bus terminal as of December 31 include
property associated with minimum rentals derived from
operating leases (see Note B-1). It is not reasonably
practicable to segregate the value of assets associated
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with producing minimum rental revenue from the value of
assets associated with an entire facility.

3. Property Leased From Others

Rental expenses under leases, including payments to
the cities of New York, Newark and Hoboken for various
air terminals, marine terminals and other facilities, aggre-
gated $79,967,000 in 1985 and $66,436,000 in 1984. The
lease terms expire at various times from 1999 to 2031 and
may be renewed for additional periods. Minimum future
rentals scheduled to be paid on operating leases in effect
on December 31, 1985, are detailed below and additional
rentals may be payable based on earnings of specified
facilities under some of these leases.

Year Ending December 31:

1986 $ 20,117,000
1987 21,492,000
1088 22,895,000
1989 24,232,000
1990 25,590,000

Later Years 889,587,000

Total Minimum Future Rentals $1,003,913,000

Note 1-World Trade Center:

Gross operating revenues include rental income of
$21,400,000 in 1985 and $25,600,000 in 1984 from the
State of New York for office and other space in the World
Trade Center, and $7,200,000 in 1985 and $3,200,000 in
1984 of rental income from the Fund for Regional Devel-
opment for office and other space vacated by the State of
New York. The State, as of December 31, 1985, had
vacated 900,000 square feet of its original leasehold and,
over the next several years, is to vacate an additional
1,200,000 square feet in the south tower building.

The Fund for Regional Development is an entity cre-
ated separately by agreement among the Port Authority,
the State of New York and the State of New Jersey. The
Fund leases from the Port Authority space formerly
occupied by the State of New York in the south tower
building and subleases such space to others. At
December 31, 1985, the Fund had signed subleases with
tenants committing forty-five floors in the south tower
building and 19,000 square feet of sub-grade space,
totalling approximately 1,800,000 square feet. In connec-
tion with Fund subleases, any amounts retained by the
Fund are to be in excess of those amounts which would
have been receivable by the Port Authority for the space
occupied by the State of New York and such excess
amounts are not pledged under the General Reserve
Fund statutes or the Consolidated Bond Resolution. The
Fund may make capital expenditures in connection with
projects authorized by the 1962 World Trade Cen-
ter-Hudson Tubes legislation.

Other Assets includes approximately $26,100,000
advanced by the Port Authority pursuant to the agree-
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ment creating the Fund. These amounts have been
advanced to allow the Fund to cover certain Fund obliga-
tions. Itis expected that future revenues to be derived by
the Fund from signed subleases will be more than sulffi-
cient to repay advances made by the Port Authority. At
December 31, 1985, net assets of the Fund were approxi-
mately $4,200,000 (see Note A-2).

Note J-Pension and Retirement Plans and Related
Benefits:

1. Employees of the Port Authority are covered by one
of two public employees’ retirement systems: the New
York State Employees’ Retirement System or the New
York State Policemen’s and Firemen’s Retirement Sys-
tem. PATH employees are covered by the provisions of
the Railroad Retirement Act and certain PATH employees
are also covered by supplemental plans established by
PATH. The Port Authority's contributions to the two pub-
licemployees’ retirement systems are based primarily on
billings from these systems. PATH's contributions to the
Railroad Retirement System are based on federal regula-
tions pursuant to the Railroad Retirement Act. For the
years 1985 and 1984, the Port Authority and PATH pro-
vided a total of approximately $53,222,000 and
$52,600,000, respectively, as employer contributions to
these pension and retirement plans.

The two public employees’ retirement systems cover-
ing Port Authority employees do not require contribu-
tions from police personnel or from those non-police
employees who joined that system prior to July 1, 1976.
Non-police personnel who became members of the sys-
temonJuly 1,1976, and thereafter are presently required
by statute to contribute three percent of their annual
wages, with the Port Authority contributing the balance
required by the system for these employees.

Contributions to these public employees’ retirement
systems for 1985 and 1984 by the Port Authority and Port
Authority employees represented approximately three
percent of the total contributions to the systems in each
of these years. No information is available from these
retirement systems as to the amount of any excess of the
actuarially computed value of vested benefits over the
systems’ assets specifically related to employees of the
Port Authority. However, if these public employees’
retirement systems were to have terminated as of March
31,1985, the latest date for which information is available,
the actuarial present value of accumulated plan benefits
for alt of the employees covered by such systems (inclu-
ding the small percentage that are Port Authority employ-
ees)would exceed the net assets available for benefits of
such systems by less than one percent.

2.  The Port Authority and PATH provide certain health
care and life insurance benefits for active employees and
for employees who have retired from the Port Authority or




PATH (and for eligible dependents and survivors of active
and retired employees). Contributions towards the cost
of some of these benefits are required of certain active
and/or retired employees. Those 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 directly by the Port
Authority or PATH. Prior to 1985 the cost of these benefits
was recognized as an expense of the period in which
such premiums or benefit claims were paid. Beginning in
1985, the cost of these benefits also includes an accrual
in the amount of $10,000,000 for the prior service costs of
these benefits for retired and active employees and their
dependents. As of March 31, 1985, the actuarially deter-
mined present value of future benefits for prior service by
active and retired employees and their dependents, to
be paid after retirement, totalled $142,000,000. Annual
accruals are to be made each year, on a consistent basis,
until this amount is fully recognized. The actuarially
determined valuation is to be reviewed periodically for
the purpose of adjusting the annual accruals.

The cost of providing health care and life insurance
benefits, excluding the $10,000,000 accrual for prior ser-
vice costs, totalled approximately $27,815,000 in 1985
and $23,495,000 in 1984. The cost of providing these
benefits for approximately 3,800 retired employees who
may be covered by one or more of these plans is not
separable from the cost of providing similar benefits for
the approximately 9,000 active employees of the Port
Authority and PATH. '

3. Effective October 1, 1985, the Port Authority and
PATH began to offer certain eligible employees a defer-
red compensation plan created in accordance with Sec-
tion 457 of the Internal Revenue Code of 1954, as
amended. The plan permits participants to defer a por-
tion of their salary until future years. Amounts deferred
are not availabie to employees until termination of
employment, retirement, death, or unforeseeable
emergency.

The Port Authority has appointed the New York State
Deferred Compensation Board as the exclusive agent for
the Port Authority and PATH, to exercise on its behalf the
powers conferred by the deferred compensation plan.

All amounts deferred under the plan, all property and
rights purchased with those amounts, and all income
attributable to those amounts, property, or rights are
(until paid or made available to the participating
employee or other beneficiary) solely the property and
rights of the Port Authority or PATH (without being
restricted fo the provisions of benefits under the plan),
subject to claims of the general creditors of either. Par-
ticipants' rights under the plan are equal to those of
general creditors in an amount equal to the fair market
value of each participant's account.

Deferred compensation plan assets of approximately
$2,300,000 are included at market value in Other Assets

and the liability to participants is included in Accrued
Pension, Retirement and Other Employee Benefits.

Note K-Commitments and Certain Charges
to Operations:

1. The Port Authority was authorized, pursuant to legis-
lation effective March 1,1979, as amended effective Janu-
ary 7, 1982, to allocate, subject to appropriate certifica-
tions pursuant to Port Authority bond resolutions and to
bi-state legisiation, up to $440,000,000 for mass transpor-
tation projects consisting of buses and other bus related
facilities, with up to $220,000,000 to be allocated in each
of the States of New York and New Jersey. The appropri-
ate certifications were made by the Authority in 1979, and
in May 1982. As of December 31, 1985, the Port Authority
had agreed to purchase 2,465 buses and related spare
parts at a cost of approximately $383,300,000 to be used
under the Bus Programs in the States of New York and
New Jersey. A total of 2,355 buses were delivered by that
date. In February 1984, the New York City Transit Author-
ity (NYCTA) removed certain of the buses in its fleet from
passenger transportation service. Included among these
buses are 174, provided under lease to the NYCTA pur-
suant to the Bus Programs. During 1985, amortization of
these buses was accelerated, resulting in additional
expense of $3,383,000. The remaining balance of the
programs, totalling $56,700,000, is expected to be com-
pleted in accordance with schedules established at the
request of the two States.

The Port Authority is not permitted to incur operating
or maintenance expenses in connection with its pro-
grams to provide buses and bus related facilities and the
Port Authority does not expect to derive any revenue
from this investment. Further, the lessee is required to
defend and to provide for indemnification, subject to
appropriations or other funds which are or become
legally available for this purpose, of the Port Authority
against any liability by reason of the programs.

2. The PATH fare was increased from 30 cents per
passenger trip to 50 cents per passenger trip effective
July 31, 1983, and from 50 cents per passenger trip to 75
cents per passenger trip effective June 3, 1984. The
revenues generated by these PATH fare increases,
together with other available Port Authority funds, are
expected to be used in connection with a $200,000,000
portion of PATH's capital improvement program. The
1984 bridge and tunnel tolls increase permits the Port
Authority to support a capital program of approximately
$250,000,000, including a portion thereof which would
enable the Port Authority to undertake the upgrading of
the tunnels and bridges and their approaches.

3. The Port Authority is now engaged in providing
various capital improvements to certain of its existing
facilities, and has undertaken studies for other such
improvements and for other new construction and
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acquisitions, which are expected to require additional
financing, including the issuance of bonds by the Port
Authority. These include, but are not limited to, additional
improvements to the Port Authority Bus Terminal, com-
pletion of Terminal C at Newark International Airport,
redevelopment of the central terminal area roadway sys-
tem at John F. Kennedy International Airport, capital
improvements related to safety, maintenance, rehabilita-
tion and improvement at the PATH system, the Oak Point
Rail Freight Link, industrial development projects and
facilities including the Elizabeth and Yonkers Industrial
Parks, the Essex County Resource Recovery facility, a
center for commercial fishing at the Erie Basin-Port
Authority Marine Terminal, and the Newark Legal and
Communications Center. The Port Authority is presently
participating, either directly or with the assistance of
outside consuliants, in evaluating, with appropriate gov-
ernment officials and agencies in both States, the feasi-
bility and economic viability of establishing a United
States Navy Surface Action Group Homeport; resource
recovery projects; mixed-use waterfront development
projects; a regional development “"bank™ to be used as a
vehicle for the authorization and effectuation of capital
improvement projects, including the possible future use
of certain revenues derived from the space occupied by
the State of New York in the World Trade Center,
improved landside access at Newark International Air-
port; a passenger distribution system and related
improvements at John F. Kennedy International Airport;
the development of foreign trade zones and distribution
centers; a project which would include a Center for
Advanced Technology in Telecommunications, in Brook-
lyn, New York; and activities to ease the burdens on
Trans-Hudson transportation facilities, including the ini-
tial study of the feasibility of ferry service.

In order for the Port Authority to undertake some of the
projects noted above, appropriate legislative authoriza-
tion would be required and such projects could, if under-
taken, involve capital expenditures by the Port Authority;
however, no Port Authority capital funds are committed
to capital projects without appropriate certifications and
authorizations.

At December 31, 1985, approximately $600,000,000 of
construction was expected to be completed within the
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nexl three years pursuant to various contracts entered
into by the Port Authority.

Capital expenditures during the year 1986 are antici-
pated to be approximately $800,000,000, including a
portion of the allocations related to the contracts and
programs described above as well as the other ongoing
capital construction programs of the Port Authority.

4. ltis expected that costs of construction and opera-
tion of Port Authority facilities will continue to increase
and that increases from time to time will continue to be
necessary in the Port Authority's fares, fees, tolls, rentals
and other charges, or that reductions in services and
associated expenditures will occur, so that the cost of
Port Authority operations and debt service and reserves
will continue to be provided for in accordance with finan-
cial requirements and agreements with holders of Port
Authority bonds or other obligations.

5. Other expenses of $55,278,000 in 1985 and
$46,101,000 in 1984 include amounts for insurance, tele-
phone, payment of interest on Special Project Bonds,
and certain other operating, development and adminis-
trative expenses.

6. Under the agreements between the City of New. York
and the Port Authority with respect to the World Trade
Center, after the World Trade Center space becomes
available for occupancy the Port Authority is to make
additional annual payments to the City in-lieu-of-taxes
with respect to certain space occupied by private ten-
ants within the World Trade Center. On December 30,
1981, the City instituted a suit seeking a declaratory
judgment interpreting the payment-in-lieu-of-taxes
agreement. On February 8, 1985, an order granting the
City's cross-motion and denying the Port Authority's
motion for summary judgment was signed by the court.
On September 30, 1985, a stipulation of settlement was
signed and the appeal of the court's order was with-
drawn. The Port Authority paid New York City
$46,822,000, of which approximately $29,900,000 is to be
recovered under agreements with World Trade Center
tenants. Of these amounts, $5,000,000 was recorded as
a liability in 1984 and the balance has been reflected in
1985.




Note L-Information on Port Authority Operations by Operating Segment:

1. Operating Results

Gross Operating Income (Loss) consists of Revenues from Operations less operating and maintenance expenses, depreciation and Bus Program amortization.
General Administrative and Development Expenses, Financial Income, and interest Expense are not considered in calculating Gross Operating income (Loss).
Allocated general administrative and development expenses for the Ground and Mass Transportation group are $63,380,000 in 1985 and $47,500,000 in 1984 and

for the Port Commerce and Economic Development group are $65,425,000 in 1985 and $55,229,000 in 1984.

Ground and Mass T Part Ci and ic D C
Bus Terminal Marine World
Tunnels & and Bus Air & Other Trade
Bridges Programs Rail Total i Facilities Facilities Tota! 1985 1984

1985 (in Thousands)
Gross Operating Revenues $213.086 $ 20,150 $ 44,583 $ 277,819  $511,141  $ 70,853  $241.027 $ 823,021  $1,100.840
Interdepartmental Revenues 52 1,756 1,808 567 37,187 37.754
Revenues from Operations 213,086 20,202 46,339 279,627 511,141 71,420 278,214 860.775
Gross Operating Income
(Loss) 103,306 (59.992)  (62,351) (19,037) 126,256 13,566 89,686 229,508 $210,471

1984
Gross Operating Revenues $204,365 $ 20515 $ 38090 $ 262970 $480.641  $ 60,009  $196.440 § 737,090 $1,000,060
Interdepartmental Revenues 73 1,318 1,391 849 32,677 33,526
Revenues from Operations 204,365 20,588 39,408 264,361 480,641 60,858 229,117 770,616
Gross Operating Income .
(Loss) 105,453 (43.982) (53.421) 8.050 140,463 9,410 92,832 242,705 $250,755
General Administrative and Development Expenses (128.805) (102,729)
Income from Operations 81,666 148,026
Financial Income 84,955 85,943
Interest Expense (108,127) (114,920)
Income Before Extraordinary Items 58.494 119,049
Extraordinary ltems

Gain on purchase of Port Authority bonds in connection with future sinking fund requirements 4,851 3,821

Gain on insurance proceeds (Note B) — 7,072
Net income

2. Asset Information

$ 63.345

$129.942

The table below contains a summary of information on the Port Authority's assets. Facilities, net consists of facilities at cost less accumulated depreciation.

Ground and Mass Port C: and ic D
Bus Terminal Marine World
Tunnels & and Bus Air & Other Trade Fotal
Bridges Programs Rail Total i Facilities Facilities Totat Assets
1985 Assets (in Thousands)
Facilities, net-beginning of year $475.436 $207,736  $226,088 § 909,260  $751,952  $393,426  $912661  $2,058,039 $2,967,299
Net capital expenditures 42,919 9,845 57,027 109,791 114,889 92,257 28,765 235,911 345,702
Depreciation (11,626) (4.301) (7.778) (23.705) (57.827)  _(17.790) (21.071) (96.688) (120,393)
Facilities, net-end of year $506,729 213280  $275.337 995346  $809.014  $467,893  $920.355 2,197,262 3,192,608
Unamortized Cost-Bus Programs 249,189 249,189 — 249,189
Total $462,469 $1,244,535 $2,197,262 3,441,797
Cash, investments, accounts receivable and other assets 1,604,511
Total Assets $5.046.308
1984 Assets

Facilities, net-beginning of year $450,818 $192,424  $215398 $ 858,640 $743.268  $376,579  $900.911  $2,020,758 $2,879,398
Net capital expenditures 35,436 18,771 18,843 73,050 63.070 34,946 32,788 130,804 203,854
Depreciation (10.818) (3.459) (8,153) (22,430) _(54.386) _(18,099) _(21,038) (93.523) (115,953)
Facilities, net-end of year $475,436 207,736 $226,088 909,260  $751.952  $393.426  $912,661 2,058,039 2,967,299
Unamortized Cost-Bus Programs 288,111 288,111 — 288,111
Total $495,847 $1,197,371 $2,058.039 3,255,410
Cash, investments, accounts receivable and other assets 1,201,282
Total Assets

$4.456,692
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Schedule A Revenues and Reserves (Pursuant to Port Authority bond resolunions)

Year Ended December 31,

1985 1984
Reserve
Operating Funds Combined Combined
H Fund (Schedule C) Total Totai
‘ (In Thousands)
Gross Operating Revenues $1,100,840 $ — $1,100,840  $1,000,060
1
# Operating Expenses:
Employee compensation, including benefits 402,997 — 402,997 343,376
Materials, equipment, supplies and contract services 190,378 — 190,378 164,670
Heat, light and power 66,703 — 66,703 67,562
Rents (primarily related to airport leases) and amounts in-lieu-of-taxes 144,487 — 144,487 85,186
Other (Note K-5) 55,278 — 55,278 46,101
Total Operating Expenses 859,843 — 859,843 706,895
] Net Operating Revenues 240,997 — 240,997 293,165
f Financial Income
1 Income on investments (includes gain of $6,077,000 in 1985
}, and $5,501,000 in 1984 on purchase of Port Authority bonds) 19,976 71,745 91,721 91,337
i Security valuation adjustment — — — (19)
Net Revenues Available for Debt Service and Reserves 260,973 71,745 332,718 384,483
Debt Service
Interest on bonds and notes 109,972 70 110,042 116,474
Serial maturities and sinking fund retirements 48,074 1,273 49,347 19,675
Repayment of commercial paper obligations — 55,964 55,964 85,389
Total Debt Service 158,046 57,307 215,353 221,538
Transfers to Reserves ($ 102,927) 102,927 — —
Revenues After Debt
Service and Transfers to Reserves 117,365 117,365 162,945
Direct Investment in Facilities (87,359) (87,359) (71,527)
‘i Appropriations for Self-insurance (4,083) (4,063) (489)
(‘ .
1 Increase in Reserves 25,943 25,943 90,929
i Reserve Balances-Beginning of Year 663,139 663,139 572,210

i
‘i Reserve Balances~End of Year (Schedule C) $689,082 $689,082 $663,139

See Notes to Consolidated Financial Statements.
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Schedule B Assets and Liabilities (Pursuant ta Port Authorily bond resolutions)

December 31, December 31,

1985 1984

Operating Capital Reserve Combined Combined
Fund Fund Funds Total Total
(In Thousands)
Assets

Invested in Facilities $ — $5.396,493 5 — $5,396,493 $5,050,775
Investments (Note C) 140,053 482,757 682,192 1,305,002 979,123
Cash 3,120 11,192 6.890 21,202 20,398

Accounts Receivable (net of Allowance for
Doubtful Accounts of $10,175,000 in 1985 and

$9,049,000 in 1984) 75,790 600 — 76,390 77,591
Other Assets 147,545 111,223 — 258,768 176,271

Total Assets 366,508 6,002,265 689,082 7,057,855 6,304,158
Liabilities
Bonds and Notes (Note D) — 2,712,317 — 2,712,317 2,361,664
Commercial Paper Obligations (Note E) — 37.870 — 37,870 —
Accounts Payable 112,486 65,344 — 177,830 82,621
Accrued Pension, Retirement and

Other Employee Benefits (Note J) 112,579 — — 112,579 93,224
Accrued Interest and Other Liabilities 97,192 1,231 — 98,423 90,179
Deferred Income 9,642 — — 9,642 12,558

Total Liabilities 331,899 2,816,762 — 3,148,661 2,640,246
Net Assets $ 34,609 $3,185,503 $689,082 $3,909,194 $3,663,912
Net Assets are Composed of:
Debt Retired Through Income 5 — $2,460,683 $ - $2,460,683 $2,355,373
Reserves (Schedule C) — e 689,082 689,082 663,139
Government Contributions in Aid of

Construction (Note G) — 263,261 — 263,261 240,654
Appropriated Reserves Invested in »

Facilities — 461,559 — 461,559 374,200
Appropriated Reserves for Self-Insurance 34,609 — — 34,609 30,546

Net Assets $ 34,609 $3,185,503 $689,082 $3,909,194 $3,663,912

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

Balance, January 1 (Note F)

Income on investments (includes gain
on purchase of Port Authority bonds)

Security valuation adjustment

Reserve fund transfers

Transfers from operating fund

Applications:
Interest on bonds and notes
Serial maturities and sinking fund
retirements
Repayment of commercial paper obligations
Invested in facilities
Self-insurance

Total Applications
Balance, December 31 (Note F)

Year Ended December 31,

1985 1984
General Consolidated Special Reserve Fund in
Reserve Bond Reserve Trust for General & Combined Combined
Fund Fund Refunding Bonds Total Total
(In Thousands)
$236,166 $425,033 $1,940 $663,139 $572,210
26,611 44,985 149 71,745 61,530
— — — — (133)
8,455 (8,355) (100 — -
— 102,927 — 102,927 188,141
271,232 564,530 1,989 837,811 821,748
— — 70 70 122
— — 1,273 1,273 1,082
- 55,964 — 55,964 85,389
— 87,359 — 87,359 71,527
— 4,063 — 4,063 489
— 147,386 1,343 148,729 158,609
$271,232 $417,204 $ 646 $689,082 $663,139

NOTE: The above schedule reflects the valuation of securities in accordance with the accounting principles stated in Note A-4. Had the market
value of securities at December 31, 1985 been used, the respective Reserve Fund balances at December 31, 1985 would be:

See Notes to Consolidated Financial Statements.
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Schedule D Amortization of Consolidated Bonds and Consolidated Notes 1986-2020

December 31, 1985 (In Thousands)
Total Debt Service
Par Value $2,615,817

Jear _ Total __nterest _Amortization
1986 $ 229,115 $ 173,609 $ 55506
1987 321,898 166,766 155,132

1988 214,534 161,927 52,607
1989 221,124 167,305 53,819
1990 221,101 164,802 56,299
1991 221,699 162,046 59,653
1992 223,037 159,039 63,998

1993 224,418 155,674 68,744
1994 222,036 152,569 69,467
1995 224,154 151,213 72,941

1996 222,359 146,949 75,410
1997 219,758 142,508 77,250

1998 221,244 137,744 83,500

1999 221,078 132,678 88,500
2000 226,607 126,857 99,750
2001 224,852 120,102 104,750
2002 225,313 112,813 112,500

2003 217,607 105,107 112,500

2004 199,816 97,566 102,250
2005 197,250 90,000 107,250
2006 180,811 82,061 98,750
2007 165,855 74,605 91,250
2008 151,150 67,650 83,500
2009 136,228 60,978 75,250
2010 132,332 54,332 78,000
2011 129,405 47,405 82,000
2012 111,800 40,300 71,500
2013 101,277 34,027 67,250
2014 84,020 28,020 56,000
2015 67,899 22,899 45,000
2016 67,377 18,377 49,000
2017 62,542 13,542 49,000
2018 43,945 8,945 35,000
2019 40,151 5,151 35,000
2020 30,191 2,191 28,000
Total $6.003,983 $3,387,657 $2,616,326

NOTE: Total Amortization of $2,616,326,000, shown above, differs from the Par Value ot $2,615,817,000 because the above tabte includes call premiums of
$1,151,000, but does not include $642,000 General and Refunding Bonds to be retired in 1986 for which sinking fund payments were made, in accordance with
resolutions establishing such Bonds, on December 31, 1985. Interest shown under “'Total Debt Service" is computed on the assumption that amortization payments
will be made each year on the latest permissible date. Amortization and interest applicable to General and Refunding Bonds are secured by a trust as outlined in
Note F-2. Neither the above table nor Par Value include amounts for special obligations which may be outstanding from time to time, including those established
under the Commercial Paper Program, $96,500,000 Special Project Bonds, Series 1, which are not secured by or payable from the General Reserve Fund and for
accelerated mandatory retirements, if any, in connection with Consolidated Bonds, Fifty-second Series, due 2014, which have been converted to a variable rate of
interest (see Note E-1 and Note F-4). Both the above table and Par Value include all mandatory payments (including sinking fund requirements, applicable call
premiums and serial maturities) whether payable from revenues or other sources upon assumptions that: (1)-the presently outstanding bonds or noles will not be
retired prior to maturity exceptin accordance with the mandatory retirement provisions of the resolutions establishing the series of which such bonds or notes form
apart; (2)-the payment into each sinking fund will be made on the latest permissible date of each year for which such sinking fund payment is required to be made;
(3)-such payments will be in the amounts scheduled to be made for such year. Both the above tabie and Par Value also include, for those series of bonds which may
be converted to a variable rate of interest, the maximum amount of such interest permissible.

See Notes to Consolidated Financial Statements.
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Schedule £ Selected Statistical Financial Data

1985 1984 1983 1982 1981 1980 1979 1978 1977 1976
{In Thousands)

REVENUES AND EXPENSES

Gross Operating Revenues $1,100,840 $1.000.060 $ 848584 & 779.744 § 699.113 § 647.647 $ 588064 § 543810 $ 524325 $ 496.413
Operaling Expenses 859,843 706.895 610,287 557.303 487,758 437,199 391.517 367.794 327,047 310.701
Net Operating Revenues 240,997 293.165 238.297 222.441 211.355 210,448 196.547 176.016 197,278 185.712
Income on Investments 85,644 85.836 71,626 88.664 90,688 77.675 44,957 30.150 24,685 22.211
Gain on Purchase of
Port Authonty Bonds 6,077 5.501 8.536 13,533 13.116 12,323 10.067 9.321 3,670 6,446
Security Valuation Adjustment — 19) 11 — 1,135 944) 3.664) 9.981) 127) 1,381
Net Revenues Available for
Debt Service and Reserves 332,718 384,483 318.530 324.638 316.294 298.502 247.907 205.506 225.516 215,750

DEBT SERVICE-OPERATIONS
interest on Bonds and Notes (Note B) (109,972) (116,352) {110.024) {101,818) {99,542) (98,040) (87.296) (85,456} (83.354) (78,195)
Times, Interest Earned (A} 3.02 3.30 287 3.16 3.16 3.05 2.84 2.40 27 276
Serial Malurities and Sinking Fund

Retirements (48,074) (18,593} (32,433) (30.387) (42,344) (38,092) (36.944) (21.023) (30,173) (29,204)
Times, Debt Service Earned (A) 2.08 233 205 226 2.24 216 2.00 1.93 1.99 2.0

DEBT SERVICE-RESERVES
Debt Service on Bonds Secured

by Trusts (1,343) (1.204) (637) (1.129) (1.298) (2.187) {4,159) (6.354) (5.088) (4.253)
interest on Bank Loans — — (2.777) (4.300} (6.456) (5.749) (6.370) (7.562) (8.329) {9.213)
Repayment of Bank Loans — — (31,250} (31.250) (31,250} (31,250) {40.000) {40,000) {60.000) (60,000}
Repayment of Commercial Paper

Obligations (55,964) {85.389) (100.089) (37.422) — — — — — -
Debt Retirement Acceleration — - {20,000} (20.000) (20.000) (10.000) {7.500) — — —
Direct Invesiment

in Facilities-Reserves (87,359) (71,527) {19,221} (75.621) {75.000) (20.000} (25.000) — (5.000) (3.000)
Appropriation for

pSpelf-InsuranceReserves (4,063) (489) 537 1,329 607 (1.896) (3,444} (3.955) (4.636) 3.405)

Net Increase in Reserves Before

Cumulative Effect of Change in

Accounting Principle 25,943 90.929 2.636 24,040 41.011 92.288 37.194 41,156 28,936 28,480
Cumutative Effect on Prior Years of

Changing to a Different Security

Valualion Method — — — — — 9,503 — —_ — —

Net increase in Reserves (B) 25,943 90.929 2.636 24,040 41011 101,791 37,194 41,156 28,936 28,480

RESERVE BALANCES

Beginning of Year 663,139 572,210 569.574 545,534 504,523 402,732 365.538 324,382 295,446 266,966
End of Year $ 689,082 $ 663,139 $ 572210 $ 569574 $ 545534 $ 504,523 $ 402,732 $ 365538 $ 324,382 $ 295446
Represented by:
General Reserve Fund $ 271,232 $ 236,166 $ 223.080 $ 223080 $ 210,597 $ 210597 $ 210597 $ 208023 $ 194692 $ 188,168
Special Reserve (C) 646 1.940 3,064 3.649 4.788 6.103 7.466 8.829 10,192 11,554
Air Terminat Reserve (C) — — — — — — 682 3.283 7,766 10,925
Marine Terminal Reserve (C) — — — — — — 157 310 795 1,333
Consolidated Bond Reserve 417,204 425,033 346,066 342,845 330,149 287,823 183.830 145,093 110,937 83,466
Total $ 689,082 $ 663.139 § 572.210 $ 569574 $ 545534 $ 504,523 § 402,732 § 365538 $ 324.382 § 295.446
DEBT-AT YEAR-END
General and Refunding Bonds $ 642 $ 1915 § 2997 § 3528 §$ 4589 § 5805 § 7051 § 8279 & 9490 $ 10.684
Air Terminal Bonds — — — — — — 667 3.192 7514 10.395
Marine Terminal Bonds — — — — — — 154 300 767 1,273
Consolidated Bonds and Notes 2,615,175 2,263,249 2.075.842 2,127,275 1.967.662 1.925,006 1,973.098 1,943,460 1,804,152 1,859,325
Special Project Bonds 96,500 96.500 96,500 — — — — — — —
Total Bonds and Notes 2,712,317 2.361.664 2.175.339 2,130,803 1,972,251 1,930,811 1.980.970 1.955.231 1,821,923 1,881,677
Commercial Paper Obligations 37,870 — — — — — — — —_ —
Bank Loans — — — 31,250 62,500 93,750 125,000 165,000 205,000 140,000
Total $2,750,187 $2.361.664 $2,175339 $2.162,0563 $2,034,751 $2,024,561 $2,105,970 $2,120.231 $2,026.923 $2,021,677

INVESTED IN FACILITIES-
AT YEAR-END

DEBT RETIRED
THROUGH INCOME
Annual $ 105310 $ 105064 $ 184303 $ 120120 $ 94810 $ 81409 & 88343 §$ 67023 $ 94754 $ 92897
Cumutative $2,460,683 $2.355.373 $2.250,309 $2.066.,006 $1.945886 $1.851.076 $1,769667 $1.681324 $1.614301 $1.519.547

$5,396,493 $5.050,775 $4.838.351 3$4.574.583 $4.375490 $4,148,331 §$3985354 $3.882.953 $3.792.776 $3,697.423

(A) Incomputing Times, Interest Earned and Times. Debt Service Earned, insignificant amounts of interest income and interest expense on debt previously accelerated have beenincluded
in Net Revenues Available for Debt Service and Reserves and Interest on Bonds and Notes. respectively. In addition, Serial Maturities and Sinking Fund Retirements has been adjusted
to exclude the retirement of Consolidated Notes and to include scheduled retirement of debt previously accelerated as foltows:

1985 1984 1983 1982 1981 1980 1979 1978 1977 1976
($1.560) ($29.731) ($12.193) ($11.016) $1.250 ($2.250} — — — —

(8) Netincrease in Reserves wilh the 1980 and 1982 changes in accounting principles relating to the security valuation method and capitalization of interest retroactively applied would be
as follows:

‘ 1981 1980 1979 1978 1977 1976
$ 34390 $ 90732 § 36881 § 50964 $ 29044 $ 27079

(C) Reserve Funds maintained in Trust since December 31, 1970. See Note F-2 to Consolidated Financial Statements.

NOTE: This selecled statistical financral data is prepared from information contained on Schedules A, B and C and is presented for general information purposes only and is not intended to
refiect specific apphcalions of the revenues and reserves of the Port Authority which are governed by statules and its bond resolutions. The data for the years 1976-1380 are derived from
financial statements examined by another independent auditor

See Notes to Consolidated Financial Statements.
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Schedule F

The Port Authority of New York and New Jersey
New York State Commuter Car Program

Assets and Liabilities

December 31,

1985 1984
(in Thousands)
Assets
Invested in Commuter Cars, at Cost $145,069 $137.898
Cash and Investments in U.S. Government Securities,
at Cost (which approximates market) 5,416 15,563
Other Assets 563 594
Total Assets 151,048 154,055
Liabilities
State Guaranteed Commuter Car Bonds 88,295 93,935
Other Liabilities 9,663 12,670
Total Liabilities 97,958 106,605
Debt Retired $ 53,090 $ 47,450

NOTE: Pursuant to legisiation of the States of New York and New Jersey, the Port Authority is authorized and empowered, upon the election of
either state, to purchase and lease railroad cars to commuter railroads of the electing state, and to borrow money for such purpose or for the
repayment of advances from the electing state if such state has made itself liable for the repayment of the money so borrowed. By resolution
dated April 12, 1962, the Port Authority established an issue of New York State Guaranteed Commuter Car Bonds. The information contained in
this schedule has been prepared pursuant to such bond resolution and legislation. Such Car Bonds are secured by the net revenues of the Port
Authority arising out of the lease of commuter railroad cars. The Metropolitan Transportation Authority currently leases railroad cars acquired
under this program, in its own right and in connection with the assumption of equipment obligations of Consolidated Rait Corporation (ConRail)
and of the Penn Central Transportation Company (and its successor, ConRail). Car Bonds are not secured by any other revenues, reserves or
assets of the Port Authority, are not general obligations of the Port Authority and are not secured by the full faith and credit of the Port Authority.
Inthe event that lease revenues are not sufficient to provide for scheduled payment of principal and interest, the punctual payment of such debt
service is fully and unconditionally guaranteed by New York State. Title to the cars is to be relinquished by the Port Authority after retirement of
all obligations issued in connection with such cars. (See Note F-5.)

See Notes to Consolidated Financial Statements.




Facility Traffic -

 THE PORT AUTHORITY 0 (/& 1.0

“Tunneis-and Bridges

(Eastbound Traffic in Thousands) 1985 1984
All Crossmgs -
“Automobiles” ) 96,203 . 91,798
Buses . ; 1,934 1,810
“Trucks o . 7 561 7,346
Total Vehicles -~ 105,698 100,954
George Washington Bridge
Automobiles 44,098 42,086
Busés- . . - 28T 255
Trucks : 3,822 3,695
Total Vehicles 48,187 46,036
Lincoln Tunnel
Automobiles 18,178 17,113
Buses 1,417 1,327
Trucks’ 1,120 1,037
Total Vehicles 20,715 19,477
Holland Tunnel
Automobiles 12,318 12,184
Buses 90 78
Trucks 1,011 1,084
Total Vehicles 13,419 13,346
Staten Island Bridges
Automobiles 21,608 20,415
Buses 160 150
Trucks 1,608 1,530
Total Vehicles 23,376 22,095
Cumulative PA Investment
In Tunnels and
Bridges
(tnThousands) 3762,200 $720,200
Air Terminals
1985 1984
Totals at the Three Major Airports
Plane Movements 1,013,900 995,000
Passenger Traffic - 78,064,000 73,891,000
Cargo-Tons 1,408,600 1,510,600
Revenue Mail-Tons . 240,900 253,400
,Kenhedy International Airport
Plane Movements 286,100 306,700
- Passenger Traffic
Total 28,945,000 29,935,000
Domestic 12,569,000 13,601,000
Overseas 16,376,000 16,334,000
Cargo-Tons 1,080,400 1,235,600
LaGuardia Airport
Plane Movements 348,100 343,100
Passenger Traflic 20,542,000 20,302,000
Cargo-Tons 54,100 47,000
Newark International Airport
Plane Movements 379,700 345,200
Passenger Traffic 28,577,000 23,654,000
. Cargo=Tons .-274,100 228,000
Cumulative PA Investment
In Air Terminals
(In Thousands) $ 1,734,500 $ 1,638,600
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Terminals
1985 1984
All Bus Facilities o
Passengers 75,595,000 72,948,000
Bus Movements 3,129,000 3,069,000
Port Authority Bus Terminal .
Passengers - . - 59,000,000 : 56,000,000
Bus Movements 2,000,000 1,946,000
George Washington Bridge '
Bus Station . - : S
“-Passengers 5,500,000 6.046,000
Bus Movements - 262,000 270,000
PATH Journal Square
Transportation Center
Bus Station :
Passengers 11,095,000 10,902,000
Bus Movements 867,000 853,000
Cumulative PA Investment
In Bus Facilities
(In Thousands) 5251,000 $2489OO
Marine Terminals
1985 1984
All Terminals
Ship Arrivals 2,812 3,196
General Cargo
(Long Tons) 17,943,938 16,436,113
New Jersey Marine Terminals
Ship Arrivals 2258 2,692
General Cargo
(Long Tons) 17,465,633 15,936,529
New York Marine Terminals
Ship Arrivals 554 504
General Cargo '
(Long Tons) 478,305 499,684
Cumulative PA Investment
In Marine Terminals
(in Thousands) $660,300 33626,600
PATH
1985 1984
Total Passengers 53,709,000 54,628,000
Passenger Weekday - g
Average 190,750 192,800
Cumulative PA
Investment in PATH
(In Thousands) " $374,200 $317,500
1985 1984
- Total Port Authority Cumulative :
Invested in Facilities,
Including the Above
(In Thousands) $5,396,500 . $5‘050,800

£




The New York-New Jersey Metropolitan Region, the largest
and most diversified metropolitan region in the nation,
consists of New York City, the four suburban New York
counties of Nassau, Rockland, Suffolk and Westchester, and
the eight counties of northern New Jersey, Bergen, Essex,
Hudson, Middlesex, Morris, Passaic, Somerset and Union.

Area 3,900 Square Miles
Population 1983 15.4 Million
Households 1980 5.5 Million
Civilian Labor Force 1985 7.6 Million
Total Personal Income 1983 $220.9 Billion
Retail Sales 1985 Estimate $86 Biltion
Total Wage and Salary Jobs—1985 7.3 Million
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Demographics

Population
N.Y.-N.J. Metropolitan Region
1970, 1980 and 1983
(in millions)
20 NJ Sector [EEEE] NY Suburbs [HEE] NY City
18+
16 - 162 ; 15.4
14
12
10 H
8=
6 -
4 -
2
0 - -
1970 1980 1983
Source: U.S. Bureau of the Census, N.Y. State Depl. of
Commerce, N.J. State Dept, of Labor
Number of Births
N.Y.-N.J. Metropolitan Region
1972-1984
(in thousands)
300

200 —\—h—\’/

100 — 1983: Births = 210.2 thousand
1984: Births = 212.7 thousand

) e T T e R T R i T [ e |

Source: N.Y. and N.J. State Depts. of Health
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Total Labor Force

N.Y.-N.J. Metropolitan Region
1970, 1980 and 1985

(in millions)

711970 [ 1980 [N 1985
8.0 7.6

7.0
6.0
5.0
4.0

3.0

0 | 5 I Rl |
NY-NJ Region NY City NY Suburbs NJ Sector
Source: N.Y. and N.J. State Depts. of Labor
Changes in Age Distribution
New York-New Jersey Region
1970, 1980
(percent)
707 mEE 1970
== 1980

Under 20 20-64 65 and Over
Age Groups

Source: U.S. Bureau of the Census. Census of Population, 1970 and 1980




Income

Total Personal Income by Type
N.Y.-N.J. Metropolitan Region
(percent)

” Transfers - Interest - Wages
14%

8%
17%
19%
67%
75%

1969: Region = $76.6 billion 1983: Region = $220.9 billion

Total Personal Income by Type
N.Y. Suburbs
(percent)

Transfers- Interest - Wages

7% 1%

20%
69%
76%

1969: N.Y. Suburbs = $19.0 billion 1983: N.Y. Suburbs = $62.1 billion

Total Personal Income
N.Y.-N.J. Metropolitan Region
(percent)

[ N.J. Sector MM NY. Suburbs B N.Y. Gity

28% 30%
47% 42%
26% 28%
1969: Region = $76.6 billion 1983: Region = $220.9 billion

Source: U.S. Bureau of Economic Analysis
Wages = Net Labor and Proprielors Income
Interest = Dividends, Interest and Rent
Transfers = Transfer Paymenls

Total Personal Income by Type

New York City
(percent)
7] Transfers [ Interest [ Wages
1% 17%
18%
20%
1% 63%

1969: New York City = $36.3 billion 1983: New York Cily = $92.7 billion

Total Personal Income by Type

N.J. Sector
(percent)
Transfers [ interest [ Wages
7% 12%
14%
18%
1969: N.J. Sector = $21.3 billion 1983: N.J. Sector = $66.1 billion

Total Personal Income by Type
United States
(percent)

Transfers [ Interest [EEE] Wages

9%
14%
18%
7%

1969; U.S. = $747.5 billion 1983: U.S. = $2.7 trillion

15%

67%
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Employment

N.Y.-N.J. Metropolitan Region Wage & Salary Employment

in Millions by Major Industry
1969, 1975 and 1985

[ Government [EEE Trade I Mfg.

Services Bl TC.&PU.

Bl F..R.E. [ Const. 73
6.7

6.3

1969 1975 1985

Source: N.Y. and N.J. State Depts. of Labor
F.L.R.E. = Finance, Insurance & Real Estate
T.C. & P.U. = Transportation, Communications & Public Utilities

New York Suburbs Wage & Salary Employment
in Millions by Major Industry

1969, 1975 and 1985
2.0 [ Government [EEE Trade . mfg.
184 Services [l T.C.&P.U.
B F.\.R.E. [ Const.

1.6 1.6
1.4 4
e 11
1.0 ‘

.8

.67

.4

2

0-

1969 1975 1985

Source: New York State Dept. of Labor
F.L.LR.E. = Finance, Insurance & Real Estate
T.C. & P.U, = Transportation, Communications & Public Ulilities
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New York City Wage & Salary Employment
in Millions by Major Industry
1969, 1977 and 1985

5.0
4.5+
4.0
3.5
3.0
2.5
2.0
1.6
1.0

5

Q-

[ Government EEEE Trade

B Vfg.

Services BN T.C.&P.U.
I F.|.R.E. [ Const.

3.8

1969 1977 1985

Source: New York State Dept. of Labor
F.L.R.E. = Finance, Insurance & Real Estale
T.C. & P.U. = Transportation, Communications & Public Utilities

New Jersey Sector Wage & Salary Employment
in Millions by Major Industry
1969, 1975 and 1985

3.0

2.549

2.0

1.6

1.0

5=

[ Government I Trade . Mfg.
[==1 Services N T.C.&PU.
[ F.I.R.E. [ Const. ,

22

1969 1975 1985

Source: New Jersey State Dept. of Labor
F.I.R.E. = Finance, Insurance & Real Estale
T.C. & P.U. = Transportation, Communications & Public Utilities
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Wage and Salary Employment in the N.Y.-N.J.
Metropolitan Region by Major Geographic Area

N.J. Sector [ N.Y, Suburbs [ N.Y. City

57% 48%

1969: Region = 6.7 million 1985: Region = 7.3 million

Source: N.Y. State Dept. of Labor
N.J. State Dept. of Labor

Index of Private Wage and Salary Employment
U.S. and N.Y.-N.J. Metropolitan Region
1969-1985

(index number: 1969 = 100)
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2 1985: N.J. Sector = 5.9%
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,/// N.Y. Suburbs
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R
K] N.J. Sector
R i)
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2 1985:U.8. = 7.2%

0

Source: U.S. Bureau of Labor Statistics
N.Y. State Dept. of Labor
N.J. State Dept. of Labor

Unemployment

Unemployment Rates
N.Y.-N.J. Metropolitan Region
1977-1985

(percent)

10 New York City

N.J. Sector

N.Y. Suburbs

1985: New York City = 8.1%

1984: New York City = 8.9%
1984: N.J. Seclor = 6.2%
1984: N.Y. Suburbs = 4.9%

1985: N.Y. Suburbs = 4.3%

T T T U I I I orRiER s
1977 '78 7.9, '80 ‘81 '82 '83 ‘84 1985

Source: N.Y. State Depl. of Labor
N.J. State Dept. of Labor

Unemployment Rates

U.S. and N.Y.-N.J. Metropolitan Region
1977-1985

(percent)

8- Region

u.s.

1984: U.5. = 7.5%

1985: Region = 6.4% 1984: Region = 7.0%

7 I T I T | 1 I 1
1977 ‘78 '79 '80 ‘81 '82 '83 '84 1985

Source: U.S. Bureau of Labor Statistics
N.Y. State Dept. of Labor
N.J. State Dept. of Labor
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Construction

Total Construction Contract Awards
N.Y.-N.J. Metropolitan Region
1976-1985

(billions of 1972 dollars)

5'1 1984: Region = $ 9.0 billion (Current Dollars)
1985: Region = $10.8 billion (Current Dollars)

1978 T '78 79 '80 ‘81 ‘82 '83 ‘84

Source: F.W. Dodge

Commercial and Industrial Building
Construction Contract Awards

2.0~

Residential Building Construction Contract Awards
N.Y.-N.J. Metropolitan Region

1976-1985

(billions of 1972 dollars)

E& 1984: Region = $2.9 billion (Current Dollars)
1985 Region = $4.6 billion (Current Dollars)

1976 77 '78 ‘79 '80 ‘81 '82 ‘83 ‘84 1985

Source: F.W. Dodge

Infrastructure Construction Contract Awards
N.Y.-N.J. Metropolitan Region

N.Y-N.J Metropolitan Region 1976-1985 1976-1985
(billions of 1972 dollars) (billions of 1972 dollars)

1984: Region = $1.8 billion (Current Dollars)
1985: Region = $2.0 billion (Current Dollars)

2.5 1984: Region = $4.3 billion (Current Dollars) 1.0
1985: Region = $4.2 billion (Current Dollars)
0.8

0.6/

0.4

19765 R7T ‘78 I79 80 ‘81 '82 '83  's4 1985

1976 ‘77 ‘78 ‘79

Source: F.W. Dodge Source: FW. Dodge
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Contract Awards for Office Buildings

in the New York-New Jersey Metropolitan Region
1978-1985

(millions of square feet)

25 1984: Region = 21.1 million
=== Manhattan 1985: Region = 16.6 million
[E==11 Restof N.Y.C.

20— EEEEE N.Y. Suburbs
I N.J. Sector

15+

9=

5_

0

1978 1979 1980 1981 1982 1983 1984 1985
Source: F.W. Dodge

Percent Change in Retail Sales

in the NY-NJ Metropolitan Region and
the U.S. by Quarter: 1985 Over 1984
(percent)

[ N.Y.C.
[ Rest of Region

3Q'84 4Q'84 1Q'85 2Q'85 3Q'85 4Q'85*

Source: U.S. Dept. of Commerce

Note: *Fourth Quarter 1985 based on
October and November data.

Inflation

Percent Change in Consumer Price Index/All ltems
U.S. and N.Y.-N.J. Metropolitan Region

1978-1985
(percent)
15 1985: U.S. = 3.6 %
B U S, 1985: Region = 3.7%
[N Region 1984: U.S. = 4.3%

1984: Region = 5.0%

1978 1979 1980 1981 1982 1983 1984 1985

Source: U.S. Bureau of Labor Statistics

Components of the Consumer Price Index
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Energy

Natural Gas Consumption
N.Y.-N.J. Metropolitan Region 1978-1985
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Source: NJDOE, NYPSC. Electricity and natural gas consumption is
based on utility sales within N.Y.-N.J. metropolitan area.

Petroleum Consumption
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Source: U.S. Energy Information Administration
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Cents Per KW Hour

Cents Per Gallon

Natural Gas Prices
N.Y.-N.J. Metropolitan Region 1978-1985
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based on a weighted average of utility revenues.
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Source: BLS Consumer Prices, Qil Daily
Prices for gasoline are average of all grades, #6 has
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Regional Traffic Trends

Domestic and Overseas Air Passenger Traffic
N.Y.-N.J. Metropolitan Region

1974-1985
(in millions)
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Source: The Port Authority of N.Y.-N.J.

New Jersey Transit Rail Passenger Traffic
1974-1985
(in millions)
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Source: Tri-State Regional Planning Commission, 1974-1978

New Jersey Transit, 1979-1985

Note: New Jersey Transit's rail operations include the
former Hoboken and New Jersey Divisions of Conrail.
Excludes MTA ridership on Mainline Bergen but it
includes MTA Pascack Valley and N.J. Transit ridership
utilizing Amtrak's Northeast Corridor service

Note: 34 day strike in 1983
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Metropolitan Transportation Authority
Commuter Rail Revenue Passenger Traffic
1974-1985
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1984: LIRR = 75.2 million
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Source: Metropolitan Transportation Authority
Note: Metro-North includes the former New Haven, Harlem
and Hudson lines of Conrail
Note: 6 week Metro-North strike in 1983
Port Authority Tunnels and Bridges
Annual Eastbound Vehicular Traffic
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Source: The Port Authority of N.Y.-N.J.
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Bus Passenger Traffic: through Port Authority terminals
N.Y.-N.J. Metropolitan Region

1974-1985

(in millions)
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Source: The Porl Authorily of N.Y.-N.J.
Note: Journal Square Transportation Center opened in 1976

Port Authority Trans-Hudson Rail Passenger Traffic
1974-1985
(in millions)
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Source: The Port Authority of N.Y.-N.J.

Note: New York City transit strike, April 1 to April 13, 1980
PATH strike, June 12 to August 31, 1980
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New York City Transit Authority
Bus and Subway Revenue Passenger Traffic

1974-1985
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Source; New York City Transit Authority

Passenger Automobile Registrations
N.Y.-N.J. Metropolitan Region
1973-1984

(in millions)
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Source: State of New Jersey and New York
Departments of Molor Vehicles

Note: New Jersey reports automobile registrations
on a fiscal year. Calendar year data
were imputed by interpolation




Air Cargo Traffic

N.Y.-N.J. Metropolitan Region
1974-1985

(in millions of short tons)
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Source: The Port Authority of N.Y.-N.J.

Oceanborne General Cargo
The Port of N.Y.-N.J.
1974-1985

(in millions of long tons)
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Estimated Job Generation in the
; New York-New Jersey Metropolitan Region
i through Major Port Authority Projects
Construction-

Related” ‘ Project Amount
Authorized or Under Way (man-years) Permanent (in miliions)
Aviation ‘
Facility Improvements 2,900 50 $ 167
Air Cargo/Airmail ) 2,625 425 138
Terminal C at NIA 5,000 1,525 213
Nassau Expressway/Southern Parkway 700 - — 31
Dualization of 150th Street 350 — 19
School Soundproofing 325 — 15
Downtown Manhattan Heliport 175 — 9
Port
Cargo Handling 3.225 — 132
Warehousing/Distribution 1,775 500 89
Oak Point Rail Freight 2,475 150 120
Fishport 475 450 31
Juice Facilities 350 25 18
o Other . 75 — 4
: Ground & Mass Transportation
PATH Capital Improvement Program 9,600 — 800
Bus Programs — — 1,496 **
it Bus Terminal 4,650 500 235
Trans-Hudson Crossings 2,650 — 153
Staten Island Crossings 400 —_ 26
World Trade Center
i WTC Construction and Improvements 11,400 100 542
(o] Fire Safety Program ) 775 — 43
i Teleport 2,450 3,400 116
' Newark Legal and Communications Center 1,225 1,500 57
Export Trading Company — 100 2
Economic Development
Bathgate Industrial Park 850 1,925 54
Industrial Park at Efizabeth 1,850 1,500 97
’ Industrial Park at Yonkers 175 1,500 27
P Resource Recovery . _ 2,750 100 343
L Bank for Regional Development***
it Route 169/Bayonne Bridge 475 — 27
o Metrotech 350 — 14
‘ TOTALS ) 60,050 13,750 $5,018
iy Port Authority Funds $2,953
o : : Non-Port Authority Funds $2,065

Itis estimated that New York and New Jersey residents hold a total of 275,000 direct and indirect permanent jobs related
to Port Authority operations and to transport operators and tenants at Port Authority facilities.

o *The-total number of man-years of employment generated over the length of the construction period, directly in the
[ construction industry, and in supply industries. A man-year is equivalent to the work done by a single person over one
year.

“*The Port Authority share of the Bus Program is $440 million, with $1,056 million from Federal and other sources.

***Creation of the Bank awaits State législative action. Additional amounts totaling more than $20 million have also been
i identified for other projects, including the Oak Point Rail Freight project and the industrial Park at Yonkers.
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John F. Kennedy International Airport
LaGuardia Airport

Newark International Airport
Teterboro Airport

Downtown Manhattan Heliport

West 30th Street Heliport

1

Bathgate Industrial Park
Industrial Park in Elizabeth
Industrial Park in Yonkers

PATH system

PATH: Journal Square Transportation Center

Sl

Brooklyn Marine Terminal

Columbia Street Marine Terminal
Elizabeth Marine Terminal

Erie Basin Marine Terminal (Fishport)
New York City Passenger Ship Terminal
Port Newark

Red Hook Container Terminal

Howland Hook Marine Terminal

Holland Tunnel
Lincoln Tunnel

7N
Bayonne Bridge
George Washington Bridge and Bus Station

Goethals Bridge
Outerbridge Crossing

Port Authority Bus Terminal

New York Union Motor Truck Terminal

The World Trade Center

The Teleport
Newark Legal and Communications Center
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