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Message from the Executive Director

This edition of the Annual Report catalogs the results from a demanding

year of intensive, top-to-bottom review of how and why we do business at

Massport. Fiscal Year 1994— my first as Executive Director/CEO— marked

the beginning of a comprehensive Authority-wide review of policies, programs

and internal systems with an eye toward an even better Massport. We also

developed a new mission statement that sets a course for significant contribu-

tions to our region for the 21st century

What does this mean for our customers? For travelers at Logan Interna-

tional Airport, it means new concessions that offer regional cuisine in Termi-

nal C, the elimination of rental fees for luggage carts in the international terminal

and a new "Taxi Improvement Program" to ensure clean, safe and reliable taxi

service. For New England shippers, it means the best possible routes to and

from Europe, a new Boston-Mexico route, and "flex-time" service at Moran

Container Terminal. For residents of neighborhoods affected by Massport

operations, it means improving environmental benefits and substantial increases

in our soundproofing program.

Given the vast responsibilities Massport has as New England's gateway to

the world, I believe these improvements in service make a real difference for

our region's economic growth. Fiscal Year 1 994 saw record passenger levels at

Logan, record cargo volume at the Port and record cruise numbers at Black

Falcon Terminal. Massport's impact on the local economy grew to over $7

billion, with some 25,000 jobs generated by our operations.
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A I R S I D E

Business is Taking Off

Logan International Airport. It is today's success story and the model airport of the future.

Currently employing more than 15,000 people, Logan handles 24.7 million passengers and 884 mil-

lion pounds of cargo and mail annually. The 10th busiest airport in the United States and the 16th busiest in

the world, it must be prepared to compete for increasing numbers of passengers — estimated at 45

million by 2010 — and cargo generated by expanding commerce with the Atlantic and Pacific Rims.

Even as Logan gears up for global opportunities, Massport is taking care of business onsite at the

airport. At Terminal C, Boston-based retailers with "name" recognition as well as local East Boston

businesses are being recruited to provide a distinctive selection of shopping, dining, and other services

to passengers and the airport community. Plus new dining and shopping concessions recently installed

at Terminal A have already provided Boston-style hospitality to thousands of busy travelers.

The Future is Ndw

Massports ambitious Logan 2000 Program is critical to fulfilling the 21st Century requirements of

the traveling and trading public. This seven-year, $1.2 billion cohesive package of passenger terminal,

airport infrastructure, and regional transportation projects will increase airport efficiency, make better

use of limited space, and respond to evolving business demands at the airport.

Massports rigorous environmental processes have already borne positive results, mitigating noise

and traffic impacts and improving overall air quality. Key environmental filings for three Phase One

components of Logan 2000, which continue that forward momentum, have already been completed:

A new U.S. Customs facility and west Concourse for Terminal E, designed
TO MEET BOTH THE EXTENSIVE PHYSICAL PROCESSING AND PERSONAL COMFORT
REQUIREMENTS OF MORE THAN 3DCO INTERN AT I O N A L T RAVELERS PER HOUR,
LOGAN'S FASTEST-GROWING MARKET SEGMENT;

A 57QD-SPACE PARKING GARAGE. WHICH ASSISTS MASSPORT'S COMPLIANCE
WITH A STATE"MAN DATED 19,31 5"SPACE CAP DN AIRPORT PARKING, CENTRALIZES
SCATTERED PARKING SLOTS INTO ONE LOCATION EASILY ACCESSIBLE TO ALL PAS-

SENGER TERMINALS AND CUTS DOWN ON CIRCUITS AROUND THE AIRPORT AND
TRIPS THROUGH LOCAL STREETS, IMPROVING AIR QUALITY AND MINIMIZING "PARK-
ING MADNESS"; AND

> AN IMPROVED FUEL DISTRIBUTION SYSTEM TO BETTER SERVICE AIRLINES.
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Structural and decor improvements at Terminal E, construction of a 1500 space remote parking

garage in Chelsea for airport employees, the availability of a new Logan Express bus terminal in Woburn,

a taxi improvement program setting high standards for both drivers and their cabs, and something as

simple as free Smarte Cartes for toting luggage through Terminal E have further added to Logan's

environmental sensitivity and customer service capabilities.

Safety First

Confidence in Logan International Airport s safety is essential for anyone either using or working

at the facility. That's why Massport has committed $20 million to guarantee that safety at Logan is

state-of-the-art, including:

CONSTRUCTION QF A NEW CENTRAL FIRE STATION AND TRAINING FACILITY;

DEVELOPMENT OF A SATELLITE FIRE STATION TO ENHANCE THE SPEED OF
CRASH-RESPONSE RESCUE;

COMPLETION OF A PROJECT DESIGNED TO MINIMIZE RUNWAY-END INCIDENCES;

> PURCHASE OF NEW FIREFIGHTING EQUIPMENT; AND

> INSTALLATION OF A DOCK FOR A NEW S H A L LO W" D RA FT RESCUE BOAT.

The end result of this investment in safety— as demonstrated by a full-scale emergency drill —
has been a reduction in emergency response time to under two minutes, one minute less than the FAA

standard of three minutes. Logan has also been recognized by the International Association of Airport

and Seaport Police for public safety excellence, demonstrating compliance with over 240 individual

safety rules and standards.
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SEASIDE

Making the Maritime Grade

The public terminals in the Port of Boston. They're a venerable old resource transformed by Massport

into a vibrant contributor to today's regional economy, serving the evolving needs of both the industrial

and cruise markets. With most of the region's high-value consumer goods including critical stocks of

heating oil and aviation fuel arriving by water, Massport's seaport terminals employ 6,000 people and

generate $1.8 billion in annual economic impact.

Steering the Modern Seapdrt

Customer service is the driving force behind Massport's planning for the port of the future.

Building on a comprehensive marketing strategy, there's a new emphasis on addressing carrier service

issues, attending to outstanding infrastructure questions, and increasing public and industry awareness

of the role that a port plays in the wider transportation network. The results speak for themselves:

container tonnage rose by 9.6 percent in the fiscal year 1994 to 1,098,969 tons.

Carriers serving the port— both on the cargo and cruise sides— are rediscovering that Boston is

a port that really works. Major positive results include:

Lykes Lines' successful introduction of direct inbound and outbound
service to and from europe, as well as the first direct service to mexico
since the turn of the century;

The capable handling of one of Mediterranean Shipping Company's
deepest draft vessels, attributed to massport's fast-track dredging
of the berth at moran terminal, led to the successful renegotiation of
a multi-year service agreement!

a record-breaking call by the vsa vessel the "sea-land performance,"
with 455 inbound containers, stacked four-high, easily handled by two
recently-raised cranes at c o n ley terminal!

Majesty Cruise Lines' blockbuster season, offering 23 direct sailings

to bermuda, augmented by several "cruises to nowhere;"

> Carnival Cruise Lines' sellout of three short cruises on the Fascination,

the second largest cruise ship in the world; and

> continuing talks between labor and port officials to ensure that lines

calling Boston receive the best service possible at the fairest price for
all parties.
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Building a Better Seaport

The modern seaport's success depends on correctly forecasting long-range market changes so that

infrastructure and technology investments can be timed to take advantage of emerging opportunities.

Massport, in cooperation with the Commonwealth of Massachusetts, is aggressively pursuing im-

provements at the terminals and on connecting road and rail systems to ensure that the port can retain

its competitive edge in the global marketplace.

A number of key initiatives have strengthened the port s ability to satisfy existing needs and attract

new business to Massport's terminals:

> Cdnley Terminal's $5D million capital improvement program has extended
the reach of the existing two container cranes by 2d feet each, expanded
the yard storage area by 2d acres, and will add 95d feet of berth space
and two new post-panamax cranes;

> Moran Terminal's new computerized cargo system, featuring EDI's
paperless transactions, has saved time for truckers waiting to pick

up and deliver and facilitate information flow between the carriers and
THE terminal;

> The Boston Harbor Navigation and Improvement Project to deepen the
major shipping channels is moving ahead on schedule, with filing of a
draft environmental impact r e p o rt/ s tat em ent j

Massport's major participation in Governor Weld's and Lt. Governor
Cellucci's recently-formed Commission on Commonwealth Port Develop-
ment, WILL PROVIDE A UNIQUE OPPORTUNITY TO CLEARLY IDENTIFY GOALS AND
develop cohesive action plans for Massachusetts' varied seaport re-

sources ;

> The reintrdduction of rail to the port ensures that cargo off-loaded at
Boston enjdys a 48-hdur advantage from Massport's terminals to the
U.S. Midwest and weekly service from ship to westbound rail;

> East Boston's Piers Park Phase 1 , Massport's $1 7 million investment to
transform the dilapidated and under-utilized waterfront piers into a

lively harbor venue, including a community sailing program , expects to
open in 1 995; and

World Trade Center Boston Expansion, Phase 1 of Massport's $1 DO
MILLION CONSTRUCTION PROJECT WHICH WILL INCLUDE A HOTEL, GARAGE, THREE
OFFICE BUILDINGS AND RETAIL SPACE, BREAKS GROUND IN MID-1995.
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TRADE AND TOURISM
DEVELOPMENT

Exporting Excellence

One of the strengths of Massachusetts is its diversity of businesses and the products they produce,

ranging from handmade furniture to pollution control equipment. The challenge lies in introducing

these companies to foreign markets and providing each company with the specialized information

and access they need to break into international trade. Massport's range of trade and tourism services,

each year, assists hundreds of firms in their quest to bring the best Massachusetts business has to offer

to the world.

Spanning the Globe

Massport, side-by-side with Governor William Weld and Lt. Governor Paul Cellucci, has led an

impressive number of trade missions to key sales hotspots around the world. An in-house staff of

trade specialists assists in coordinating functions, displays, information distribution, and follow-up

for a wide array of targeted visits:

> 52 New England companies pitched their products to five million French
consumers at the printemps campaign in paris;

> a joint promotion with german direct-mail-order firm schrader & co.
to distribute over one million catalogues featuring local products is

expected to result in $ 3 , o in sales;

The International Gift Fair in Singapore, the Hsin Kuang Mitsukoshi
Department Store promotion in Taipei, and New England Trade Days at

embassies in Japan and Singapore brought local businesses in touch
with Asian markets:

A trade mission to Portugal and Spain, along with a Massport-led fight
to continue direct air service between Boston and Portugal, opened up
new lines of communication to these european markets; and

The Mexican as well as South and Central American markets received
special attention, with a massport-led delegation in attendance at a tele-

communications conference in chile and argentina, following up gover-
NOR William Weld's and lt. Governor Paul Cellucci's trade missions to
Argentina, Brazil, Chile, and Mexico.
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Continuing Business Education

Educating local businesses on how to conduct business abroad is just one of the tools Massport

offers to aspiring international traders. By attending specialized training sessions, meeting and joining

with others seeking the same goals, participating in government grant programs, and taking advantage

of informational resources, local businesses can turn knowledge into power:

Massport, in cddperatidn with the Massachusetts Office of International
Trade and Investment, the Massachusetts Small Business Development
Center, the Massachusetts Industrial Finance Agency, and the Massa-
chusetts Dffice of Business Development, recently opened the Massa-
chusetts Export Center, a one-stop resource for an array of export
assistance programs and services;

> a $4dd,dod three-year grant from the u.s. department of commerce
provided supplementary funding for a joint m a s s po rt/ p r i vate sector pro-
gram to increase exports of new england-made consumer goods;

Massport's Evening Export classes, attended by 32D people since 1 990,
HAVE BEEN EXPANDED TO INCLUDE AN ADVANCED LEVEL PROGRAM; AND

AS A FOLLOW-UP TO A MASSPORT-LED MISSION TO KUWAIT, BAHRAIN, AND EGYPT
IN 1 992 AND A TRADE MISSION TO SAUDI ARABIA IN 1 994, A GROUP OF MASSA-
CHUSETTS FIRMS ESTABLISHED THE MIDDLE EAST BUSINESS COUNCIL TO EXPLORE
ONGOING BUSINESS OPPORTUNITIES.

Tracking Tourism

Tourism continues to be one of the fastest growing market sectors in the Commonwealth and

Massport has identified it as one of its top priorities. Attracting increasing numbers of visitors from

key locations abroad and providing them with a superior experience at our passenger facilities is the

ultimate goal:

cooperative advertising campaigns in the u.k., germany, italy, amsterdam
and Japan have drawn record numbers of international visitors to
Massachusetts, with Logan handling over 1 ,822,943 arrivals this year.
This is a two percent increase over the previous FY. British Airways, in

RESPONSE TO THIS INCREASED BUSINESS, COMMITTED A SECOND 747 AIRCRAFT
to Boston, adding 2DD seats to their daily passenger capacity;

The Black Falcon Cruise Terminal celebrated its best cruise season
ever in 1994, hosting 2d, cdc more passengers than during the 1993
season, and inaugurating regular weekly service between boston and
Bermuda; and

Consolidation of Massport's trade and tourism functions into a central
office at the world trade center boston ensures the continued ef-

FECTIVENESS and cohesiveness of Massport's ongoing international out-

reach programs.
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L A N D S I D E

Creative Connections

Landside access. The best transportation facility in the world is useless without good trans-

portation connections that appeal to the public's common sense as well as their wallets. Massport

has long been a leader in developing unique transportation options, both to and from its facilities

and onsite. Working with a variety of local, state, and federal agencies, Massport has achieved a solid

reputation for keeping its facilities open for business:

> The Wdburn Logan Express service celebrated its twelve-month anniver-
sary, CARRYING 9D.963 RIDERS WHICH WHEN ADDED TO THE BRAINTREE AND
Framingham Ldgan Express numbers totaled a record-breaking 6D7.6DD
passengers up 3d percent over the previous fy;

> maintenance work on the tobin bridge was carefully coordinated with
other major roadway projects and the expiration date on frequent
commuter stickers was extended for six months to make the drive easier
for thousands df boston-bound workers;

> Massport continued to work cooperatively with the Massachusetts High-
way Department to ensure that the Third Harbor Tunnel Project will

provide enhanced access to both the airport and seaport terminals; and

> Massport and the Commonwealth jointly announced plans to develop
a public/private natural gas refueling station at Logan International
Airport, ushering in a new and cleaner way for on-airport vehicles to
reach their destinations.
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ECONOMIC & COMMUNITY
DEVELOPMENT

Community Investment

Massport is committed to providing positive impacts for its "impacted" communities, directly

funding jobs, assisting with neighborhood events and initiatives, and maintaining open lines of

communication with local leaders. Whether it's East Boston, South Boston, or downtown Boston,

Massport is determined to be an involved and interested neighbor 24-hours a day.

Direct Benefits

Jobs are the cornerstone of a healthy economy and Massport 's record in providing employment

is one of the best. Whether at its properties directly, or through special programs, we generate pay-

checks for thousands of Massachusetts residents:

In 1 993, Masspdrt's Summer Jobs Program placed 362 local youths at
34 agencies. the program's $!, was the largest funding source
for summer jobs in the boston area. in 1994. massport ranked as the
single largest provider of summer jobs for the second straight year,
budgeting $1 .4 million to fill 6 1 7 positions ',

Under the auspices of Massport's Concerned Minority Employee (CME)
program. a $1 four-year commitment to inner-city students, 12
local minority youths were placed in summer jobs; and

Reaching out to the wider minority community, Massport solicited and
received a $ 2 v 5 , grant from the community development finance
Corporation to assist local women and minority contractors to bid on
large construction projects, such as those associated with logan 2 o o .

Helping Hands

When a local community needs help in getting an event or initiative underway, Massport is often

the first to step in and offer financial assistance. This fiscal year, educational, social, civic, and athletic

groups in East Boston, Winthrop, Revere, Chelsea, South Boston, and Charlestown received over

$350,000 in support of various activities. On an individual basis, the dollar amounts and projects may

be small in scale, but they're large in meaning:

massport hosted a cpr course for 25 east boston pop warner coaches,
assistant coaches:

Massport resurfaced the playground at Dalrymple School in Winthrop:

Massport snowplowed roads in Chelsea adjacent to the Tobin Bridge;

Massport coordinated a gift drive for the Crossroads Family Shelter in

East Boston, and worked with East Boston Neighbors Against Substance
Abuse on drug-prevention programs:

Massport sponsored a team in the South Boston Youth Soccer League
which services 1 1 CO South Boston children between the ages 4 to 1 1

YEARS OLD.
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BOARD MEMBERS

The Massport Board consists of seven members appointed by the governor of Massachusetts to

staggered terms of seven years each. Members serve without compensation.

to

Richard A. Giesser.
chairman, ib a manage-
ment consultant.
Term expires 1995.

Paul W. Cronin, vice
chairman, is Chairman
df PWC & Associates, an
international consulting
firm specializing in de-

velopment.
Term expires 1 998.

Carolyn P. Partan is a
real estate attorney at

the Boston law firm of
Hale and Dorr.
Term expires 1 996.

Frederick p. Salvucci
is a principal research
associate at MIT's Cen-

ter for Transportation
Studies.

Term expires 1 997.

James H. Carangelo is

president of business
Planning Associates, an
employee benefit sales
and consulting firm.

Term expires 1 999.

George W. Cashman is

president and chief ex-

ecutive officer of the
International Brother-
hood of Teamsters, Lo-

cal #25 in Charlestown.
Term expires 2DCC.

Kathleene B. Card is a

CONSULTANT IN THE BOS-
TON AREA.

Term expires 2DD1 .



Report of Independent Accountants

To the Members of the Massachusetts Port Authority:

We have audited the accompanying balance sheet of the Massachusetts

Port Authority (a public instrumentality of the Commonwealth of

Massachusetts) as ofJune 30, 1994 and the related statements of income,

changes in fund equity and cash flows for the year then ended.

These financial statements are the responsibility of the Massachusetts

Port Authority's management. Our responsibility is to express an opinion

on these financial statements based on our audit. The financial statements

of the Massachusetts Port Authority as of June 30, 1993, were audited

by other auditors whose report dated September 30, 1993, expressed an

unqualified opinion on those statements.

We conducted our audit in accordance with generally accepted auditing

standards. Those standards require that we plan and perform the audit

to obtain reasonable assurance about whether the financial statements

are free of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used

and significant estimates made by management, as well as evaluating

the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the 1994 financial statements referred to above present

fairly, in all material respects, the financial position of the Massachusetts

Port Authority as ofJune 30, 1994, and the results of its operations and its

cash flows for the year then ended, in conformity with generally accepted

accounting principles.

Boston, Massachusetts

September 12, 1994
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BALANCE SHEETS
June 30, 1994 and 1993

ASSETS 1994 1993

(dolluvs in thousands)

Port Authority

Operations

PFC
Program Combined Combined

\ ich o n r\ fTcn pnmvolpntc 1 Nnr^c A onH ( \VjUoII allLl C<1j11 CUUlvdltlliJ V, i ' *J 1 1; ^ A tlllU V> )

Investments (Notes A and C) 27,554

•p
—

27,554

t 8 AOQ
4> o,OUy

23,407

Accounts receivable, net of allowance for doubtful

accounts of $10,769 and $10,900 in 1994

and 1993, respectively 20,618 20,618 25,520

Accounts receivable - grants (Note A) 4,345 — 4,345 9,911

Prepayments and other assets, net 15,971 15,971 9,258

Assets whose use is limited, including cash and cash

equivalents of $35,025 and $27,001 in 1994

and 1993, respectively (Notes A, C, and H) 287,441 12,525 299,966 • 334,360

Investment in facilities (Notes A and D):

Facilities completed

Less accumulated depreciation

1,230,293

(534,141)

— 1,230,293

(534,141)

1,134,054

(492,300)

Construction in progress 120,513 2,772 123,285

641 7S4

112,394

Net investment in facilities 816,665 2,772 819,437 754,148

Total Assets $1,203,353 $15,297 $1,218,650 $1,165,213

liabilities and fund equity
Liabilities

Accounts payable and accrued expenses (Note H)

Accrued compensated absences (Note A)

Accrued pension cost (Note G)

Accrued interest payable

Funded debt (Note F)

Deferred income

$ 53,520

8,486

2,350

18,345

543,025

5,757

$ 240

—

—

$ 53,760

8 ARC-,

2,350

1 8 34S1 O,JHJ

543,025

5,757

$ 32,890

7 4S7

2,857

1 8 1 SO

550,123

2,662

Total Liabilities 631,483 240 631,723 614,139

Contingent liabilities and commitments (Notes I, K & L)

Fund Equity (Notes A and B)

Accumulated fund equity

Contributed capital, grants-in-aid of construction

464,270

107,600

15,057 479,327

107,600

449,192

101,882

Total Fund Equity 571,870 15,057 586,927 551,074

Total Liabilities and Fund Equity $1,203,353 $15,297 $1,218,650 $1,165,213

The accompanying notes are an INTEGRAL PART DF T>
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STATEMENTS
For the years endedJune

DF INCDME
30, 1994 and 1993

1994 1993

(dollars in thousands)

Port Authority

Operations

PFC
Program Combined Combined

Operating Revenues (Note B):

Tolls, fees and sales of services

Rentals (Note L)

Concessions (Note L)

Other (Note I)

$129,605

58,438

28,763

6,597

$ $129,605

58,438

28,763

6,597

$117,429

55,431

28,851

17,672

Total Operating Revenues 223,403 223,403 219,383

Operating Expenses (Note B):

Operations and maintenance

Administration

Insurance (Note A)

Pension costs (Note G)

Payments in lieu of taxes (Note J)

Provision for uncollectible accounts

Other (Note I)

99,991

39,335

2,675

2,415

6,237

(523)

—

—

99,991

39,335

2,675

2,415

6,237

(523)

86,402

38,264

3,748

2,863

6,227

1,245

10,000

Total Operating Expenses 150,130 150,130 148,749

Depreciation and amortization, including $5,525

and $5,281 in 1994 and 1993, respectively, on

assets acquired with contributed capital,

grants-in-aid of construction (Note A) 42,908 — 42,908 39,261

Income from Operations 30,365 — 30,365 31,373

PFC Revenue (Note E) — 14,937 14,937 —

Financial income and expense:

Income on investments (Note A) 10,441 120 10,561 1 1 ,487

Interest expense (Note A and I) (31,253) — (31,253) (26,490)

Income before extraordinary item 9,553 15,057 24,610 16,370

Extraordinary Item:

Loss trom defeasance or debt (Note r) (12,424)

Net Income $ 9,553 $15,057 $ 24,610 $ 3,946

The accompanying notes are an INTEGRAL PART DF Tl-H E S E FINANCIAL STATEMENTS.

-23-



STATEMENTS F CHANGES IN FUND EQUITY
For the years endedJane 30, 1994 and 1993

(dollars in thousands)

BALANCE, JUNE 30, 1992

Net income

Contributed capital, grants-in-aid

of construction (Note A)

Transfer of depreciation to

contributed capital

BALANCE, JUNE 30, 1993

Net income

Contributed capital, grants-in-aid

of construction (Note A)

Transfer of depreciation to

contributed capital

Accumulated
Fund Equity

$439,965

3,946

5,281

449,192

9,553

Contributed

Capital,

PFC Grants-in-Aid

Program of Construction

15,057

16,981

(5,281)

— 101,882

5,525

11,243

(5,525)

Total

Fund
Equity

$ 90,182 $530,147

3,946

16,981

551,074

24,610

11,243

BALANCE, JUNE 30, 1994 $464,270 $15,057 $107,600 $586,927

The accompanying notes are an integral part of these financial statements.
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STATEMENTS DF CASH FLOWS
For the years endedJune 30, 1994 and 1993

(dollars in thousands) 1994 1993

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers

Cash payments:

To vendors for goods and services

To employees for services

Payments in lieu of taxes

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTrVITIES:

$ 232,447 $ 199,512

(83,469)

(56,519)

(6,237)

86,222

(80,048)

(51,175)

(6,227)

62,062

Grants-in-aid of construction

Acquisition and construction of capital assets

Proceeds from sale of bonds

Principal paid on refunded debt

Principal paid on funded debt

Interest paid on funded debt

Proceeds from interest rate swap termination

Proceeds from passenger facility charges

Net cash used for capital and related

financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of investments

Proceeds from sale and maturities

of investments

Interest on investments

Net cash provided by (used for)

investing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUrVALENTS, END OF YEAR

16,809

(101,345)

(8,310)

(36,504)

14,937

(114,413)

1,768,258

14,787

58,365

30,174

35,610

$ 65,784

23,153

(99,704)

199,250

(90,045)

(7,800)

(35,609)

2,149

(8,606)

(1,724,680) (1,271,303)

1,215,757

13,774

(41,772)

11,684

23,926

$ 35,610

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLDWS,G«,W
For the years endedJune 30, 1994 and 1993

(dollars in thousands) 1994 1993

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:

Net income $ 24,610 $ 3,946

Less: income on investments (10,561) (11,487)

proceeds from passenger facility charge (14,937)

Add: interest expense O/i /on

extraordinary loss from

defeasance of debt — 12,424

S 30,365 $ 31,373

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTrVlTIES:

Depreciation and amortization 42,908 39,261

Provision for uncollectible accounts (523) 1,245

Change in assets and liabilities:

Decrease (increase) in accounts receivable 5,425 (8,555)

Increase in prepaid expenses and other (6,967) (2,486)

Increase in accounts payable and accrued expenses 11,396 1,902

Increase in accrued compensated absences 1,030 849

Decrease in accrued pension cost (507) (479)

Increase (decrease) in deferred income 3,095 (1,048)

Total adjustments 55,857 30,689

NET CASH PROVIDED BY OPERATING ACTIVITIES S 86,222 $ 62,062

The accompanying notes are an integral part of these financial statements.
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N DTE S TD FINANCIAL STATEMENTS

The Massachusetts Port Authority (the Authority) is a

public instrumentality created by an act of the

Legislature (the Enabling Act) of the Commonwealth

of Massachusetts (the Commonwealth), effective June 21,

1956. The Authority controls, operates and manages

Boston-Logan International Airport (Logan Airport),

Hanscom Field, Maurice J. Tobin Memorial Bridge

(Tobin Bridge) and other facilities in the Port of

Boston. The Authority has no stockholders or equity

holders. The provisions of the Enabling Act and the

1978 Trust Agreement (the Trust Agreement) with

the Authority's bondholders govern the disposition of

cash revenues to the various funds established under the

Trust Agreement and restrict the use of such revenues

credited to the various funds. Continued
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N DTE S TD FINANCIAL STATEMENTS, CW,«W

A. Summary of Significant Accounting Policies:

These financial statements have been prepared in conformity with generally accepted governmental accounting principles.

(1) Assets Whose Use Is Limited

The balance sheet caption, "assets whose use is limited,"

represents restricted or trusteed assets under the Trust

Agreement that are earmarked to fund certain activities of

the Authority such as construction ofnew facilities and debt

service. Assets to fund deferred compensation are included

under this caption (See Note D).

(2) Statements of Cash Flows

For purposes of the statements of cash flows, the Authority

considers all highly liquid investments (including assets

whose use is limited) with a maturity of 30 days or less when

purchased to be cash equivalents.

(3) Investments

Investments in U.S. Government securities are recorded at

amortized cost, which approximates market value includ-

ing accrued interest. Investments in repurchase agreements

are recorded at cost including accrued interest.

(4) Self-Insurance

The Authority, as mandated by the Trust Agreement,

maintains a self-insurance account within the operating

fund. The Authority is self-insured for certain major

catastrophe-type risks and workmen's compensation claims

(effective January 1, 1993), but maintains insurance cover-

age for claims in excess of established limits. Investments

used to fund self-insurance claims are included within

"assets whose use is limited" in the accompanying balance

sheets. (See Notes C and K).

(5) Investment in Facilities

Facilities are carried at cost and include the expenditure

of federal grants-in-aid of construction and the cost of

significant renewals and betterments. Federal grants-in-

aid of construction are recorded as contributed capital as

earned and amortized on the straight-line method over the

service lives of the related assets. Expenditures for repairs

and maintenance are charged to expense as incurred.

(6) Depreciation

Depreciation is provided on the straight-line method based

on estimated useful service lives of the related assets begin-

ning in the fiscal year of acquisition or during completion

ofconstruction. Depreciation is computed on facilities which

are recorded in the accounts of the Authority, including those

financed by grants-in-aid of construction.

(7) Interest Capitalization

The Authority capitalizes certain interest associated with the

cost of restricted tax-exempt borrowings, iess any interest

earned on temporary investment of the proceeds of those

borrowings during the period of construction. Interest ex-

pense of $5,447,000 and $9,694,000, reduced by interest

income of $2,921,000 and $2,908,000 for the years ended

June 30, 1994 and 1993, respectively, has been capitalized

as a part of the cost of construction projects.

(8) Accounting for Compensated Absences

The Authority accrues for vacation and sick pay when it is

earned. The liability for vested vacation and sick pay is

reflected in the accompanying balance sheets under the

caption "accrued compensated absences."

(9) Deferred Income

Deferred income includes amounts received from the Com-

monwealth for the temporary takings of certain properties

at Logan Airport for fiscal years 1995 and 1996.

(10) Passenger Facility Charges

Revenues derived from the collection of passenger facility

charges are recognized and reported as non-operating

revenue in the year the fees are collected by the Authority.

(11) Financial Statement Reclassification

Certain accounts in the June 30, 1993 financial statements

have been reclassified to conform with the June 30, 1994

presentation.
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N DTE S TO FINANCIAL STATE M E NTS , Continued

B . Revenues and Operating Expenses as Determined
by Accounting Practices Prescribed by the Trust Agreement:

The provisions of the Enabling Act and the Trust Agree-

ment with the Authority's bondholders prescribe certain

accounting practices to be followed in maintaining the

accounts and records of the Authority.

Under the Trust Agreement, monthly cash revenues of the

Authority, after providing for required debt service costs on

the Revenue Refunding Bonds, Series 1978, from pledged

revenues, are transferred to the Operating Fund. After pro-

viding for operating expenses, including pension expense

and transfers to the self-insurance account, cash revenues

are then transferred to the Interest and Sinking Fund (which

are applied to debt service on any outstanding bonds other

than the Revenue Refunding Bonds, Series 1978), the

Maintenance Reserve Fund, the Payment In Lieu of Taxes

Fund and the Improvement and Extension Fund. Cash and

investments held in the Improvement and Extension

Fund, to the extent designated by the Authority, are

transferred to the Capital Budget Account.

Under the provisions of the Trust Agreement, all revenues

derived from operation ot theTobin Bridge, all aircraft land-

ing fees and motor vehicle parking fees derived from the

operations of the airport properties and all income from

investments held in all funds with the exception of the Con-

struction Funds, Port Properties Fund and self-insurance

account are pledged for the debt service requirements of

the Revenue Refunding Bonds, Series 1978.

To the extent that pledged revenues exceed debt service re-

quirements, they are available to meet operating expenses

and for transfer to other funds. To the extent unexpended,

these amounts continue to be available for the debt service

requirements in any year.
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N DTE S TD FINANCIAL STATEMENTS, Continued

B. Revenues and Operating Expenses as Determined by

Accounting Practices prescribed by the Trust Agreement, continued:

Presented below are the 1994 and summary 1993 revenue and operating expenses as determined in accordance with the

Trust Agreement and a reconciliation to net income as presented in the accompanying Statements of Income under

generally accepted governmental accounting principles (GAGAP). (For Trust accounting purposes, the provision for

uncollectible accounts is netted within the revenues caption.)

Port

Port Pronpif i

Airport Properties Develop- on Invest- 1994 1993

(dollars in thousands) Bridge Properties Maritime ment* ments Total Total

Revenues, Net:

1978 Pledged Revenues $ 5,379 $ 87,792 $ $ — $ 9,983 $103,154 $ 96,262

Other — 99,366 25,271 6,115 — 130,752 120,158

Passenger Facility Charge (Note E) — 14,937 — — 120 15,057 —
5,379 202,095 25,271 6,115 10,103 248,963 216,420

Operating Expenses:

Operations and Maintenance 3,593 71,487 19,596 2,315 — 96,991 86,402

Administration 2,282 29,720 5,493 1,840 — 39,335 38,264

Insurance 359 1,949 621 225 — 3,154 4,398

Pension (Note G) 190 2,273 339 120 2,922 3,342

6,424 105,429 26,049 4,500 142,402 132,406

Excess (Deficit) of Revenues Over Operating

Expenses Under Trust Agreement (1,045) 96,666 (778) 1,615 10,103 106,561 84,014

Add: Self Insurance Cost ( 1

)

48 442 (23) 12 479 650

Pension Adjustment (1) 27 389 72 19 507 479

Difference on Sale ofEquipment (2) 3 3 139

Self Insurance Income on Investments (3) 458 458 767

Interest Rate Swap Termination Fees (3) 2,149

Other (3) 10,150

Less: Payments In Lieu ofTaxes (4) (316) (4,832) (819) (270) (6,237) (6,227)

Loss from Defeasance of Debt (12,424)

Other (4) (3,000) (3,000) (10,000)

Interest Expense (4) (3,719) (20,378) (6,017) (1,139) (31,253) (26,490)

Depreciation and Amortization (4) (3,144) (30,212) (6,255) (3,297) (42,908) (39,261)

Net Income (Loss) $(8,149) $ 39,075 $(13,817) $(3,060) $10,561 $ 24,610 $ 3,946

* Development includes activities related to the Authority's alternative use program, principally for Commonwealth Pier,

Fish Pier and Hoosac Pier.

(1) Expensed under Trust Agreement, not an expense under GAGAP.

(2) Equipment is depreciated under GAGAP but not under Trust Agreement.

(3) Not revenue under Trust Agreement, revenue under GAGAP.

(4) Not an operating expense under Trust Agreement, expensed under GAGAP.
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NOTES TO FINANCIAL STATE M E NTS , Continued

C. Cash, Cash Equivalents and Investments:

The following summarizes the Authority's cash, cash equivalents and investments at June 30, 1994 by the various funds

and accounts established under the Trust Agreement with the Authority's bondholders. Summary 1 993 information is also

presented. (Assets designated for credit enhancement and deferred compensation are also included.)

(dollars in thousands)

Use defined for

specific purposes:

Cash

and Cash

Equivalents

Assets whose

use is limited

Cash, Cash

Equivalents &
Investments Investments

1994

Total

1993

Total

1978 Debt Service Fund $ $ $ 39,932 $ 39,932 $ 32,698

Operating Fund 16,051 — — 16,051 5,265

Self-insurance Account 17,479 17,479 17,067

Maintenance Reserve = 57,566 57,566 69,382

Payments In Lieu of Taxes 3,351 3,351 3,694

Capital Budget — 35,392 35,392 58,360

Improvement and Extension Fund 14,708 27,554 29 42,291 27,810

1985 Interest and Sinking Fund 9,829 9,829 11,003

1988 Interest and Sinking Fund 12,084 12,084 13,007

1990 Interest and Sinking Fund 11,592 11,592 11,876

1 990 Construction Fund 11,727

1992 Interest and Sinking Fund 8,496 8,496 7,676

1992 Construction Fund 59,498 59,498 73,160

1993 Interest and Sinking Fund 4,122 4,122 2,207

1993 Project Fund 311 311 302

Credit Enhancement Account (Note I) 9,943 9,943 9,925

PFC Accounts 12,525 12,525

Subtotal

Deferred Compensation (Note H)

30,759 27,554 282,149

17,817

340,462

17,817

355,159

11,217

Total $30,759 $27,554 $299,966 $358,279 $366,376

The carrying amount of the Authority's cash deposits was bank balance consisted primarily of outstanding checks

$1,934,000 and $1,526,000 at June 30, 1994 and 1993, which had not cleared the bank at year-end. The bank bal-

respectively. The bank balance was $6,614,900 and ance was fully collateralized as ofJune 30, 1994 and 1993.

$2,081,000 at June 30, 1994 and 1993, respectively.

The nature of the reconciling items between the book and
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N DTE S TD FINANCIAL STATE M E NTS , Continued

C. Cash, Cash Equivalents and Investments, continued:

The following summarizes the Authority's cash and investments by type held at June 30. 1994. Summary 1993

information is also presented.

Carrying Market

(dollars in thousands) Amount Value

Certificates of Deposit $ 101 $ 101

\\ pni i vc n '] sif* A ffrppmpn rc
l ' 11 1 ^ 1 liiot / I t_I 1 L L l 1 1 t_ 1 I l "n 98 045 98 045

U.S. Government Securities:

Treasury Notes 106,076 105,663

Treasury Bills 7,437 7,285

Federal Farm Credit (FFC) 40,381 40,323

Federal National Mortgage Association (FNMA) 33,140 33,047

Federal Home Loan Bank (FHLB) 28,940 29,101

Federal Home Loan Mortgage Corp. (FHLMC) 23,114 23,141

Total U.S. Government & Agency Securities 239,088 238,560

Fidelity U.S. Treasury Income Portfolio Mutual Fund 1,295 1,295

Total investments 338,529 338,001

Cash in bank 1,934 1,934

Total at June 30, 1994 $340,463 $339,935

Total at June 30, 1993 $355,159 $356,576

The Authority is authorized by the Trust Agreement to

invest in obligations of the U.S. Treasury, U.S. Government

agencies and instrumentalities, in bonds or notes of public

agencies or municipalities, in bank time deposits and in

repurchase agreements. All investments are held on behalf

of the Authority by the Authority's trustee and custodian.

requires that securities underlying repurchase agreements

must have a market value at least equal to the cost of the

agreement plus accrued interest. The Fidelity U.S. Treasury

Income Portfolio Mutual Fund is not guaranteed by the

U.S. Government.

The Certificates of Deposit are fully insured by the Federal

Deposit Insurance Corporation. Repurchase agreements are

collaterized by obligations of the U.S. Government or

agencies of the U.S. Government. The Trust Agreement
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N DTE S TD FINANCIAL STATE M E NTS , Continued

D. Investment in Facilities and Depreciation:

Net investment in facilities at June 30, 1994 and 1993 is comprised ol:

(dollars in thousands) 1994 1993

Facilities completed by operation:

Airport $ 847,336 $ 778,221

Bridge in/ 7cn1U4,/5U oo,o 1 1

Port 278,207 269,222

Investment in facilities $1,230,293 M,l Vt,()S. t

Facilities completed by type:

Land and land improvements $ 109,448 $ 113,247

Bridge and bridge improvements 100,239 83,947

Buildings 676,765 617,386

Runways and other paving 277,603 257,660

Machinery and equipment 66,238 61,814

1,230,293 1,134,054

Accumulated depreciation and amortization (534,141) (492,300)

696,152 641,754

Construction in progress 123,285 112,394

Net investment in lacilities $ 819,437 $ 754,148

Estimated useful lives used in the calculation of depreciation are as follows:

Bridge 1 00 years

Bridge improvements 10 and 25 years

Airport facilities - buildings, runways and other paving 10 and 25 years

Port facilities - buildings and piers 25 years

Machinery and equipment 10 years
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N DTE S TD FINANCIAL STATEMENTS, Continued

E. Passenger Facility Charges:

In August of 1993, the Authority received approval from the Federal Aviation Administration (FAA) to impose and use a

S3.00 passenger facility charge (PFC) at Logan Airport, effective November 1 , 1 993. PFC's collected by the Authority are

an amount in lieu of Federal grants and can be used for capital projects determined by the FAA to be eligible in accordance

with the Aviation Safety and Capacity Expansion Act of 1990. The Authority may collect net PFC's up to $598,800,000

lor the period of November 1, 1993 through October 1, 201 1. The FAA has approved PFC funding for eleven proposed

projects that will comprise a significant portion of the Logan capital program. The Authority may leverage the PFC

proceeds through bond offerings to the extent necessary to construct eligible projects.

The amount of PFC revenue invested in Port Authority facilities, operations and reserves that is restricted for future PFC

project payments is as follow:

(dollars in thousands) June 30, 1994

Net assets, PFCs $15,297

PFC funds expended on approved projects (2,772)

PFCs restricted but not yet expended $12,525
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F. Funded Debt:

The following is a summary of the Authority's funded debt activity for the years ended June 30, 1994 and 1993:

(dollars in thousands) 1994 1993

Funded debt, beginning of year $560,745 $459,340

New debt issued — 199,250

Debt refinanced — (90,045)

Principal paid on funded debt (8,310) (7,800)

Funded debt, end of vear $552,435 $560,745

Funded debt at June 30, 1994 and 1993 is comprised of the following:

Weighted Average

Interest Rate at

(dollars in thousands) June 30, 1994 1994 1993

Revenue Refunding Bonds

Series 1978 6.8% $ 22,895 $ 27,735

Series 1985 - A & B 8.6% 2,295 3,320

Series 1993 - A & B 5.0% 56,780 56,780

Revenue Bonds

Series 1988-A 7.1% 2,990 4,350

Series 1990-A 7.1% 20,695 21,780

Series 1992 - A & B 5.2% 24,955 24,955

Term Bonds 6.9% 421,825 421,825

Total Funded Debt 552,435 560,745

Less: Original Issue Discount (9,410) (10,622)

Total $543,025 $550,123

Scheduled principal payments on funded debt are as follows

Fiscal Year Amount

(dollars in thousands)

1995 $ 11,315

1996 12,005

1997 12,780

1998 13,545

1999 14,395

Thereafter 488,395

Total $552,435
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NDTES TD FINANCIAL STATE M E NTS , Continued

F. Funded Debt, continued:

On March 15, 1993, the Authority issued $107.5 million

in Revenue Refunding Bonds with interest rates of 2.75%

to 5.625% to advance refund $90 million of outstanding

1985 and 1988 bonds with an average interest rate of7.9%.

The net proceeds of $100.5 million, after discounts of $5.7

million and $1.3 million of underwriting fees and other

issuance costs, were used to purchase U.S. Government

Securities. Those securities were placed in an irrevocable

trust with an escrow agent to provide for the future debt

service payments of the refunded portion of the 1985 and

1988 bonds. As a result, approximately 67.6% of the 1985

bonds and 43.7% of the 1988 bonds are considered to be

defeased and the liability for those bonds has been removed

from the Authority's funded debt.

Although the advance refunding resulted in the recognition

of an accounting loss of $12.4 million for the year ended

June 30, 1993, the Authority will reduce its aggregate debt

service payments by approximately $29 million over the next

26 years and achieve an economic gain (the difference

between the present values of the old and new debt service

payments) of $15.3 million.

Additionally, in prior years, the Authority defeased certain

bonds by placing the proceeds of new bonds in an irrevo-

cable trust with the Trustee for such bonds to provide for all

future debt service payments on the old bonds. Accordingly,

the trust account assets and the liability for the defeased

bonds are not included in the Authority's financial state-

ments. At June 30, 1994, the following bonds outstanding

are considered defeased:

(dollars in thousands)

1964 Series $ 29,910

1969 Series 46,195

1971 Series 59,840

1973 Series 83,335

1982 Series 51,700

1985 Series 47,450

1988 Series 42,595

Total Defeased Bonds $361,025

G. Pensidn Cdsts:

In July 1978, the Massachusetts legislature passed legisla-

tion which was enacted as Chapter 487 of the "Massachu-

setts Acts of 1978" and signed into law on July 18, 1978.

This enactment provided for the establishment of the

"Massachusetts Port Authority Employees' Retirement

System" (the Plan), a contributory retirement system that

is separate from the Massachusetts State Employees' Retire-

ment System. Prior to this enactment, Authority employees

were members of the state employees' system, and the

funding of the pension liability was on a "pay as you go"

method. Pursuant to this enactment, the employees' rights

and benefits under the state plan were transferred to

the new system, and the Authority established a separate

pension fund. The Plan was established to provide retire-

ment benefits for substantially all employees of the Author-

ity and incidental benefits for their surviving spouses,

beneficiaries and contingent annuitants. The Authority

funds pension costs based on the actuarially determined

annual pension expense which includes current service cost

and the amortization, over a 20-year period, of unfunded

prior service costs. This annual pension contribution, as

actuarially determined, includes a factor for the reimburse-

ment to the Commonwealth for amounts expended by the

Commonwealth on account of the Authority's employees

retired prior to January 1, 1979.

The Authority's covered payroll for members of the Plan as

of the most recent actuarial valuation dates was approxi-

mately $38,476,000 as ofJanuary 1 , 1994. Total payroll for

Authority employees was $48,743,000 for the 12 months

ended June 30, 1994.

The actuarial cost method utilized to determine contribu-

tions to the Plan for the years ended December 31, 1993

and 1992 is the entry age normal-frozen initial liability

cost method.
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G. Pension Costs, continued:

The more significant actuarial assumptions underlying the actuarial computations for the years ended December 31,

1993 and 1992 are as follows:

Assumed rate of return on investments 8.0% per annum compounded annually

Nondisabled life mortality basis 1983 Group Annuity Table for males for

1993; the 1971 Group Annuity Mortality

Table for males and the same table with

ages set back six years for females for 1992

Based on an actuarial table developed

from statewide experience for 1993; and

actuarial table T-5 from the Pension

Actuaries Handbook for 1992

Salary escalation 6.0% per annum

Retirement Age 62 or age as of the valuation date if

later for Group 1 and 2 employees in

1992 and 1993

Age 56 for Group 4 employees in 1993

and age 62 or age as of the valuation date

if later in 1992

Retirement benefits 2.2% per year of service for Group 1 and

2, 2.5% per year of service for Group 4

Postretirement cost of living increases 4.5% per annum compounded annually

on the first $9,000 of pension benefits

Employee turnover basis

The amount shown below as "pension benefit obligation"

(PBO) is a standardized disclosure measure of the present

value of pension benefits, adjusted for the effects of pro-

jected salary increases, estimated to be payable in the future

as a result of employee service to date. The measure is the

actuarial present value of credited projected benefits and is

intended to help users assess the Plan's funding status on a

going-concern basis, assess progress made in accumulating

sufficient assets to pay benefits when due, and make com-

parisons among other Public Employee's Retirement Sys-

tems Plans. The measure is independent of the actuarial

funding method used to determine contributions to the Plan.
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N DTE S TO FINANCIAL STATE M E NTS , Continued

. Pension Costs, continued:

At January 1, 1994, the assets in excess of the PBO were $39,483,000, determined as follows:

(dollars in thousands)

Pension benefit obligation:

Retirees and beneficiaries currently

receiving benefits and terminated

employees entitled to benefits but not yet receiving them $ 32,503

Current employees:

Employee financed

Employer financed-vested

25,166

4,842

27,802

Total pension benefit obligation 90,313

Net assets available for benefits 129,796

Assets in excess of pension benefit obligation S 39,483

The Plan's funding policy provides for periodic employer

contributions at actuarially determined rates that, expressed

as percentages of annual covered payroll, are adequate to

accumulate sufficient assets to pay benefits when due and

fund operating costs of the Plan. The Plan also amortizes

the unfunded liability in level amounts over a period of

20 years.

Total contributions to the Plan were $6, 1 54,000 for the Plan

year ended December 31, 1993. This includes employee

contributions of $3,022,000 which are based upon a

percentage of employee base pay (5% for employees hired

before December 31, 1974, 7% for employees hired

between January 1, 1975 and December 31, 1983 and 8%
for employees hired after December 31, 1983 and, effective

January 1 , 1 988, an additional 2% of base pay over $30,000

for those employees hired after December 31, 1978) and

employer contributions of $3,132,000 which were made

in accordance with actuarially determined contribution

requirements determined through an actuarial valuation

performed for the Plan's fiscal year beginning January 1,

1993. Employer contributions consisted of (a) $240,000

normal cost, (b) $2,562,000 amortization of the unfunded

actuarial accrued liability and (c) $330,000 funding for

operating costs.
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N DTE S TD FINANCIAL STATE M E NTS , Continued

G. Pension Costs, continued:

The contributions made by the employees and employer of covered payroll during the last three years are as follows:

Plan Year Employees Employer

1991 7% 8%
1992 7% 8%
1993 7.9% 8.1%

Significant actuarial assumptions used to compute contribution requirements are the same as those used to compute the

standardized measure of the pension obligation discussed above.

Set forth below is a table listing seven-year historical trend information of the Plan. (Trend information related to plan

years 1983 through 1986 is unavailable.)

(6)

Assets in

Excess of

(4) PBOasa
(1) (3) Assets in (5) Percentage of

Net Assets Percentage Excess of Annual Annual Covered

Plan Available (2) Funded PBO Covered Payroll

Year for Benefits PBO (l)/(2) (1) - (2) Payroll (4) / (5)

(dollars in thousands)

1987 $ 47,700 $43,661 109% $ 4,038 $21,268 19%

1988 54,212 50,274 108% 3,938 25,975 15%

1989 63,151 58,914 107% 4,237 25,998 16%

1990 76,687 63,937 120% 12,750 29,397 43%

1991 83,228 72,779 114% 10,449 31,575 33%

1992 114,206 83,800 136% 30,406 40,380 75%

1993 129,796 90,313 144% 39,483 38,476 103%

Analysis of the dollar amounts of net assets available for

benefits, PBO and assets in excess of the PBO, in isolation,

can be misleading. Expressing the net assets available lor

benefits as a percentage of the PBO provides one indication

of the Plan's funding status on a going-concern basis. Analysis

of this percentage over time indicates whether the system

is becoming financially stronger or weaker. Generally, the

greater this percentage, the stronger the Public Employee

Retirement System (PERS). Trends in assets in excess ofPBO
and annual covered payroll are both affected by inflation.

Expressing the assets in excess of PBO as a percentage of

annual covered payroll approximately adjusts for the effects

of inflation and aids analysis of progress made in accumu-

lating sufficient assets to pay benefits when due.
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N DTE S TO FINANCIAL STATE M E NTS , Continued

ion Costs, continued: H. Deferred Compensation:G. Pens

For the financial statements prepared in accordance with

generally accepted governmental accounting principles,

pension expense includes current service cost and amor-

tization of past service costs which were determined as of

July 1, 1973, over a 25-year period, commencing in 1974.

Total pension expense so determined was $2,41 5,000

and $2,863,000 for the years ended June 30, 1994 and

1993, respectively.

In addition to providing pension benefits, the Authority

provides certain health care benefits for approximately 246

retired employees through insurance company contracts.

The Authority recognizes the cost of providing those

benefits by expensing the insurance premiums when paid.

This expense was $1,036,000 and $962,000 for the years

ended June 30, 1994 and 1993, respectively.

The Authority offers its employees a deferred compensa-

tion plan created in accordance with Internal Revenue Code

Section 457. The plan, available to all Authority employees,

permits them to defer a portion of their salary until future

years. The deferred compensation is not available to em-

ployees until termination, retirement, death or unforesee-

able emergency. All amounts ofcompensation 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

employee or other beneficiary) solely the property and rights

of the Authority (without being restricted to the provisions

of benefits under the plan), subject only to the claims of the

Authority's general creditors. Participants' rights under the

plan are equal to those of general creditors of the Authority

in an amount equal to the fair market value of the deterred

account for each participant. It is the opinion of the

Authority's legal counsel that the Authority has no liability

for losses under the plan but does have the duty of due care

that would be required of an ordinary prudent investor.

The Authority believes that it is unlikely that it will use the

assets to satisfy the claims of general creditors in the future.

The market value of the deferred compensation plan assets

and the total amount of deferred compensation, including

income earned, were approximately $17,817,000 and

$11,21 7,000 at June 30, 1 994 and 1 993, respectively. These

amounts are included in the accompanying balance sheets

under the captions "assets whose use is limited" and

"accounts payable and accrued expenses."
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I. Contingent Liabilities and Commitments:

Contractual Obligations for Construction:

Contractual obligations for construction were approximately

$157,492,000 at June 30, 1994.

Forward Interest Rate Swap:

In fiscal 1993, the Authority entered into a forward interest

rate swap arrangement in the initial notional amount of

$71,715,000 which will take effect on July 1, 1995 for the

seven-year period ending June 30, 2002 with a portion con-

tinuing through December 31, 2002. Under this arrange-

ment, the Authority will pay interest at 6.405% per annum

and receive interest at a floating rate. The Authority intends

to redeem the 1985 Bonds and 1988 Bonds that were not

advance refunded with the proceeds of the 1993 Bonds on

or before July 1, 1995 with floating rate tax-exempt refund-

ing bonds in order, as nearly as practicable, to match the

floating rate interest received under the swap arrangement.

This arrangement modified and replaced the forward inter-

est rate swap arrangement which existed at June 30, 1992.

The Authority received approximately $ 2,149,000 as a re-

sult or terminating the previous interest rate swap agree-

ment. This amount is included within other revenue on the

accompanying statements of income for the year ended June

30, 1993.

The Authority does not anticipate any losses over the term

of this agreement.

Credit Enhancement Agreement:

During fiscal 1991, the Authority entered into a Credit

Enhancement Agreement in connection with an unrelated

partnership's bond issuance. The bonds were issued to pro-

vide financing to the partnership (the Borrower) for con-

struction, which was completed in fiscal 1993, of a

conference center and hotel located at Logan Airport. The

credit enhancement agreement represents a guarantee by the

Authority to pay bondholders up to $9.7 million, in the

event the Borrower does not have sufficient funds (as de-

fined) to meet its debt service requirements.

In the opinion of the Authority's management, no advance

against the credit enhancement agreement is anticipated

during the next 12 months. However, any such advance,

then taking the form of a loan from the Authority to the

Borrower, would bear interest at 10% interest.

Third Harbor Tunnel:

The Massachusetts Highway Department (MHD) is in the

process of extending the eastern terminus of the Massachu-

setts Turnpike to Logan Airport by constructing a new tun-

nel under Boston Harbor.

The Third Harbor Tunnel Project (the "Tunnel Project ")

affects the Authority in a variety of ways. The effects in-

clude the necessity of eminent domain takings or land ac-

quisitions by the MHD of certain real property in South

Boston and Logan Airport to accommodate the construc-

tion and operation of the Tunnel Project. On October 3,

1991, the Authority and the MHD entered into a Sale/Miti-

gation Agreement (the "Agreement") to establish a frame-

work for land acquisitions by the MHD for the tunnel

project. Specifically, the Agreement provides for acquisitions

of Authority land by purchase by the Commonwealth,

coupled with mitigation by the Commonwealth of the

affects of such acquisitions. Mitigation will include, for

example, provision of replacement parking, construction of

temporary roadways and payment of increased operating

expenses and lost revenues. In addition, the Agreement

provides that the Authority will retain substantial rights in

the land acquired by the Commonwealth; air and develop-

ment rights over the below ground surface portions of the

Tunnel Project, for example. Moreover, the Agreement

provides that the Commonwealth perform necessary

hazardous waste remediation associated with the land

acquired for the Tunnel Project. The Authority expects

that the acquisitions will not ultimately result in any

material change in its financial position.

In January of 1993, the Authority received $10,000,000

from the Commonwealth for a taking of land by eminent

domain in connection with construction of the Tunnel

Project. A portion of the award $2,767,000 was deposited

in escrow as an incentive for the affected tenant to con-

struct a parking facility. If the facility is not built by June

30, 1999, these funds will revert back to the Authority.

Continued
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I. Contingent Liabilities and
Commitments, continued:

Mitigation Agreement:

On June 30, 1993 the Authority entered into a Mitigation

Agreement with one municipality and two community

organizations (the agreement was intended to be signed

by eight community organizations), which addressed mea-

sures to be taken to mitigate environmental impacts of the

operation of Logan Airport. At this time, the Authority is

unable to estimate reasonably the cost of the agreement,

because some of the measures are contingent on events and

future activity related to the Airport which at this time can-

not be reasonably estimated. Moreover, the enforceability

of the mitigation agreement is the subject of a lawsuit by

the two community organizations who signed it as set forth

in footnote K below. The Authority is renegotiating the

agreement with the three original signatories and the

six other community organizations in order to achieve

community unanimity and more specific cost definition.

J. Payments In Lieu of Taxes:

The Enabling Act authorizes and directs the Authority, sub-

ject to certain standards and limitations, to enter into agree-

ments to make annual payments in lieu of taxes to Boston,

Chelsea, and Winthrop. In fiscal 1992, the Authority's

obligation to Chelsea for annual in lieu of tax payments

through 2012 was satisfied by a payment of $5,000,000.

In fiscal 1994, the Authority entered into an extension of

and amendment to its agreement with Winthrop which ex-

tended the base in lieu of taxes payments through fiscal 1999

and added further components to such payments: a parks/

related facilities portion, payable through fiscal 2011, of

$150,000, to be adjusted annually based upon the percent-

age increase in the number of annual air passengers at Logan

Airport; and a tree planting portion of $12,500, payable

through fiscal 1998. The Authority is currently engaged in

negotiations with the City of Boston concerning a compre-

hensive amendment and restatement of their agreement

regarding annual payments in lieu of taxes and the amount

payable annually by the Authority to Boston pursuant to

any such amended and restated agreement cannot be

predicted. The Authority's Enabling Act and the Trust

Agreement provide that annual payments may not exceed

the balance of revenues remaining after deposits to the

1978 Debt Service Fund, payment of operating expenses,

deposits to the 1985, 1988, 1990, 1992 and 1993 Interest

and Sinking Funds and deposits to the Maintenance

Reserve Fund.
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K. Litigation: L. Leases:

Potential Ixjgan Airport Soil and Groundwater Contamination:

In April 1991, the Massachusetts Department of Environ-

mental Protection ("DEP") sent the Authority a Notice of

Responsibility under M.G.L. c. 2 IE, Section 5(a) alleging

that there have been releases of oil and hazardous materials

at Logan Airport and that, as the owner of Logan Airport,

The Authority is a "responsible party" liable for the costs of

investigating, assessing and remediating soil and ground-

water contamination at Logan Airport. The Authority has

completed its Phase I Limited Site Investigation under the

Massachusetts Contingency Plan and has submitted its Phase

II Comprehensive Site Investigation to DEP for review.

While the full nature and extent of releases and any neces-

sary remedial and cleanup measures have yet to be deter-

mined, response costs under c. 2 1 E may be substantial. The

Authority, however, expects to be able to recoup some of its

costs of compliance with c. 21 E from third parties who are

responsible for the contamination. In the spring and sum-

mer of 1 994 the Authority sent letters to over thirty current

and the former tenants at Logan demanding payment in

past and future cleanup costs. In addition the Authority

expects to receive some of its cleanup costs from liability

insurance carriers who provided coverage to the Authority.

The Authority expects to recover any remaining costs of

compliance through increased rates and charges levied upon

users of Logan Airport.

Mitigation Agreement:

The Authority is involved in litigation seeking to enforce a

Mitigation Agreement that was signed on June 30, 1993.

The Authority is vigorously defending the lawsuit. The liti-

gation is in its early stages, and it is too early to assess its

outcome. However, if the litigation is resolved against the

Authority, it is the Authority's judgment that the outcome

would not cause a material adverse affect on the financial

condition of the Authority.

The Authority leases a major portion of its Aviation and

Port Properties to various tenants. Most of these operating

leases provide for periodic adjustments to rental rates. In

addition, certain of the lease agreements contain provisions

for contingent payments based on a specified percentage of

the tenant's gross revenue. Rental income from contingent

payments received under these provisions was approximately

$24,190,000 and $26,669,000 for 1994 and 1993, respectively.

Minimum future rental income, excluding contingent rentals,

from noncancelable operating leases as ofJune 30, 1 994 are:

Year Amount

(dollars in

thousands)

Th

1994

1995

1996

1997

1998

ereafter

$ 20,451

19,648

18,662

17,510

15,419

259,872

Total $351,562

The following is a schedule by years of future minimum

rental payments under noncancelable operating leases as of

June 30, 1994:

Year Amount

(dollars in

thousands)

1995

1996

1997

1998

1999

Thereafter

9,811

8,171

7,059

5,215

4,536

69,808

Total $104,600

M. Related Party Transactions:

The Authority is also a defendant in a number of legal pro-

ceedings arising in the normal course of business. Manage-

ment, after reviewing all actions and proceedings pending

against or involving the Authority with legal counsel, be-

lieves that the aggregate liability of loss, if any, resulting from

the final outcome of those proceedings will not materially

affect the Authority's financial statements.

The Authority has a lease agreement with the Common-

wealth for office space at the State Transportation Building

which expires cn June 30, 1995 and is currently working to

extend the lease. The Authority paid rental fees of approxi-

mately $1,508,000 for the year ended June 30, 1994. The

Authority's commitment to the Commonwealth for this lease

is approximately $1,524,000 for 1995.
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PROPERTI ES &
PERFORMANCE, FY94

Gross Revenues, Authority wide $248.9 million

Net Income $24.6 million

Logan International Airport, East Boston
Total Passengers 24.7 million

Domestic 21.1 million

International 3.6 million

Total Pounds of Cargo and Mail 884 million

L.G. Hanscom Field, Bedford
Total Operations (Takeoffs/Landings) 188,144

Tobin Memorial Bridge
Total Vehicle Crossings

The Waterfront
PORT INDUSTRY FACILITIES

Moran Container Terminal, Charlestown

Container Volume

Salt

Conley Terminal, South Boston

Container Volume

Automobile Processing

Massachusetts Marine Terminal and

Former Navy Recreation Property, South Boston

Automobile Processing

Waterfront Properties

Fish Pier, South Boston

Fish Processed, pounds

Fish Landed, pounds

Black Falcon Cruise Terminal, South Boston

Total Cruise Passengers (cruise season- 1994)

"Includes "Over the Road" volumes.

World Trade
Center Boston,
South Boston
Exhibition and conference space

at Commonwealth Pier leased to

private developers.

Constitution
Plaza,
Charlestown
Multi-purpose office and retail space

at Hoosac Pier leased to private

developers.

East Boston
Shipyard,
East Boston
Leased to private entity for ship

repair and marine industrial de-

velopment.

Revere Sugar,
Charlestown
Leased to Massachusetts Water Re-

source Authority. The Massachusetts

Port Authority is an independent rev-

enue bonding authority chartered by

the Massachusetts State Legislature

and supported by revenues from the

facilities it owns and operates.

Equal Opportunity
for All
In support of the basic principles

of the Massachusetts Executive

Orders, and in compliance with

state and federal laws on affirmative

action, Massport is committed to

a program of effective affirmative

action through institutionalized

procedures that ensure equal op-

portunity in its personnel practices,

daily operations, and business trans-

actions.



Masspdrt Executive Offices

State Transportation Building

Ten Park Plaza/4W

Boston, Massachusetts 021 16-3971

USA
Tel: (617) 973-5500
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