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The Massachusetts Port Authority (Massport)

is a world-class independent public authority

which develops, promotes and manages

airports, the seaport and transportation

infrastructure to enable Massachusetts and

New England to compete successfully in the

global economy. An economic engine for the

region and an international gateway to New

England, Massport is a responsible corporate

citizen, committed to its employees, customers

and the public interest. Hh^i



Massport will stimu-

late economic growth

throughout the region

by reducing air traffic

congestion and

improving access

to and from Logan

International Airport.

Massport wil

revitalize the2
Seaport of Boston

for increased

Massport will

increase international

trade and tourism by

expanding current3
markets and penetrat-

ing new ones.

industrial, commer-

cial, tourism and

recreational uses.

Massport will be

a high-performance

Massport will seek

organization prioritiz-

ing customers,

the support of govern-

ment officials, the

employees and

efficiency.

business community

and the general public

for its programs, poli-

cies and initiatives.5
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Message

Chairman

My tenure as Massport chairman coinci-

dentally comes at one of the most exciting

periods of development ever envisioned at the

Authority and I relish the challenge of working

with my fellow board members, Executive

Director and CEO Steve Tocco and the entire

staff as these plans become reality

Massport's mission is expansive in its

outlook, but personal in its responsibilities

and results. At Logan International

Airport, our commitment to keep-

ing airside and roadway traffic

congestion at a minimum keeps

international trade on the move

while reducing air and noise

pollution for our neighbors.

Our emphasis on the Port of Boston's

potential has helped to maintain the competitive

edge for local products and services, enhances

the use of cross-harbor transportation and rein-

troduces the public to its waterfront. Trade and

tourism bring jobs and economic benefits to our

region, increasing the overall quality of life for

our citizens.

As we put increased priority on customer

service and efficiency, we ensure that our facili-

ties offer top quality operations without wasting

either personnel or material resources. Most

importantly, we aim to give something back to

our neighbors, whether through funding for

community programs, educational scholarships,

mentoring, job/contracting opportunities or

staff assistance.

A working partnership with Massachusetts

Governor William Weld and Lt. Governor Paul

Cellucci has already resulted in a pending bond

bill to revitalize the waterfront, as well as an

opportunity to participate in state-wide port

planning.

Massport's ambitious agenda is balanced,

progressive and essential to the long-term

prosperity of everyone who lives, works or does

business in New England. I look forward to

building on the foundation which has already

been established in FY 95.

Mark E. Robinson

Chairman



Message

from the

Executive

Director

and CEO

Last year, as I completed my first full term

as Massport's executive director and CEO, I was

committed to charting a visionary course for the

Authority's future based on a top-to-bottom review

of our policies, programs and internal systems.

With the help of Massport's employees, we devel-

oped a demanding five-goal mission statement.

This Fiscal Year 1995 Annual Report illus-

trates how this clear sense of mission has already

positively affected Massport's customers, neighbors

and workers and how it will serve to keep us

focused on meeting the transportation and trade

requirements of the 21st Century.

At Logan International Airport, an emphasis

on route development, fast action on our $1.2

billion Logan 2000 improvement program and

exploration of the construction of

Runway 14/32 to alleviate

airside congestion are all

preparing us to handle the

increased demands of

international trade as well

as the 45 million passengers

expected to use Logan by the

year 2010.

We've reenergized the Port of Boston

through improved customer service, marketing

and infrastructure. Tangible results include

Volkswagen's recent selection of Boston as its

entry point into the U.S. marketplace and the

presence of the best cruise lines in the business

at our cruise terminal.

Even as we build a better airport and sea-

port, we're striving to encourage the corresponding

growth in trade and tourism. By sharing resources,

streamlining functions and investing in state-of-

the-art technologies, we've generated over $97

million in trade activity and $1 .3 billion in tourism

activity for the local economy.

If the accomplishments of the past year at

Logan, the Port of Boston, in trade and tourism,

customer service and community outreach are any

measure, we have a promising blueprint for suc-

cess and I look forward to its full implementation.

Stephen P. Tocco

Executive Director and CEO



With 45 million passengers expected

to converge on Logan International Airport

by the year 2010, Massport is working on

a complementary program of improvements

Reducing Congestion and

Improving Access at Logan

Stimulating

the economy

through

Logan's

improvements

to keep air traffic and roadway congestion

under control. Already, important milestones

in the $1,2 billion Logan 2000 program have

been reached. Ground has been broken for

the Terminal E modernization program, intend-

ed to ease the handling of widebody jets as

well as the processing of the international

passengers they're transporting. Environ-

mental approvals have also been secured for

the West Garage project and construction

has begun on the Bird Island Flats Garage,

allowing for better management of parking

slots and on-airport traffic flow.

Massport is simultaneously exploring

ways to specifically reduce delays, improve

efficiency and enhance the safety of Logan's

airfield. The Authority has recently completed

Phase I of the Logan Airside Planning Project

and initiated its environmental review process.

The study's recommendations include a new

commuter runway, a new taxiway, adjust-

ments to taxiway alignments, modifications

to aircraft arrival and departure procedures,

introduction of limited peak-hour pricing

and use of emerging technologies.

Roadway traffic congestion and local

air quality have been improved through the

scheduling of airside construction projects

on nights and weekends, as well as through

the introduction of new transportation

options. Vehicles powered by cleaner-burning

alternative fuels are up and running airport-



'We're implement-

ing innovative

airfield and termi-

nal improvements

today to ensure

that Logan is

prepared to meet

the air travel

needs of New

England's 21st

century economy."

Betty Desrosiers,

director,

aviation planning

Sam Sleiman,

deputy director

of aviation,

Logan 2000

G O A
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wide and new cross-harbor water taxis now

supplement the Logan Water Shuttle. Plus

Massport's Logan Express buses — from

Braintree, Woburn, and Framingham —

transported a record 721,147 passengers.

Safety and emergency response continue

to be top priorities. The new Logan Fire Station

is operational, construction has begun on

the Aircraft Rescue and Fire Fighters (ARFF)

Satellite facility and permitting has been

obtained for the Logan ARFF Marine facility.

As owner and operator of New

England's largest airport, Massport is also

active in promoting development and use

of other local air facilities throughout the

six-state region. The Authority collaborated

with the New England Council and the

Massachusetts Aeronautics Commission

to explore the overall potential of regional

aviation. In addition, Massport has spear-

headed a successful revitalization of

Worcester Airport through $250,000 in

marketing and technical assistance.

'We're implement-

ing innovative

airfield and termi-

nal improvements

today to ensure

that Logan is

prepared to meet

the air travel

needs of New

England's 21st

century economy."

Betty Desrosiers,

director,

aviation planning

Sam Sleiman,

deputy director

of aviation,

Logan 2000

G O A



Drawing on an eight-point action

plan, Massport is overseeing an exciting

port renewal. Improvements at the public

terminals in the Port of Boston have

Revitalizing

Multi-Use Port Potential

Building

the Port

of Boston's

multi-use

potential

prepared Boston to handle the cargo

demands of the future.

Conley Terminal is in the final stages

of a rehabilitation and enhancement program

designed to make it the first and last port of

call for the new generation of post-Panamax

(larger-than-Panama-Canal) container ships

due on the North Atlantic by 1997-1998. Two

new cranes have been installed, while the

existing two cranes have been reconfigured

to post-Panamax capacity. Additional improve-

ments include construction of a new berth,

lengthening of the existing berth to 1 ,950

feet, expansion of backland storage areas

and preliminary work on a fully automated

entry and exit gate system.

A program to dredge the harbor is

on schedule, preparing Boston to serve

increasingly larger cargo vessels. On land-

side, Massport, Governor William Weld

and Lt. Governor Paul Cellucci have crafted

the pending "Seaport Revitalization and

Freight Access Improvement" bond bill,

which allocates funds to refit rail lines to

accommodate "doublestack" cargo trains.

In addition to aggressively seeking a

direct Asian carrier to handle Boston's

expanding Far East trade, the Authority

has improved the passenger amenities at

its Black Falcon Cruise Terminal to retain

as well as attract top cruise lines and their

clientele. As always, maintaining productive
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Whether it's

the small details

of running a

terminal or the

big picture of

Boston's overall

maritime future,

we're striving to

make one of the

oldest ports in

the U.S. one of

the most modern

in terms of both

day-to-day tech-

nology and

long-term vision.'

Kitty Lau,

billing systems

coordinator

Dennis Kay,

deputy port

director, operations

G O
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labor relations continues to be a priority for

all seaport operations.

Massport is participating with the

City of Boston on the "Seaport Economic

Development Plan," a joint planning effort

to explore the economic development poten-

tial of the waterfront. On its own initiative,

Massport has already completed Phase I

of the East Boston Piers Park (purported to

be the largest waterfront park in the U.S.),

is finalizing design and environmental

permitting for rehabilitation of the Boston

Fish Pier's Exchange Building as a business

presentation center and has overseen the

environmental process for demolition of

the obsolete Medford Street Terminal.

Whether it's

the small details

of running a

terminal or the

big picture of

Boston's overall

maritime future,

we're striving to

make one of the

oldest ports in

the U.S. one of

the most modern

in terms of both

day-to-day tech-

nology and

long-term vision.'

Kitty Lau.

billing systems

coordinator

Dennis Kay,

deputy port

director, operations

G O



Massport's trade development and

tourism marketing departments are jointly

spearheading a program to build Boston's

reputation and business earnings as a world

Increasing International

Trade and Tourism

Generating

increases

in trade

and tourism

trade and tourism leader. Their newly inte-

grated marketing plans allow collaboration

on sales missions; utilization of international

representatives and staff in London; Berlin;

Jerusalem; Guangzhou, China; Mexico; Taipei,

Taiwan; Singapore; and Seoul, South Korea;

and representation of joint interests any-

where in the global arena.

Over $97 million in economic activity—

with $42 million from the direct export of

physical goods alone and $12 million of that

cargo handled by Massport's air and sea

facilities— has been generated by trade

missions to countries including the U K,

Ireland, Taiwan, Vietnam, India and South

Africa. In addition, Massport is working with

the U.S. Department of Commerce through a

$360,000 grant to promote sales of consumer

goods to emerging markets, further expand-

ing Boston's base of operations.

Intensive tourism marketing programs

have been initiated in 10 international

markets, tourism representatives have been

selected in five emerging Asian and Latin

American markets and "Massport University,"

a pilot program for travel agents, is being

tested in Italy. Massport has been present at

28 international travel trade shows including

Europe's three largest— ITB in Berlin, the

World Travel Mart in London and Fitur in

6



By reaffirming

old relationships,

exploring new

venues and

ensuring excel-

lence in trans-

portation options,

we're making

trade and tourism

one of the fastest-

growing sectors

in the regional

economy."
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Madrid — and tourism missions have

been conducted to Italy, Japan and the

U.K. Massport has also participated in

cooperative marketing efforts with regional

organizations such as New England USA

and Discover New England. Already,

double-digit visitor increases have been

reported from target markets in Asia,

Europe and South America, worth $1.3

billion to the Massachusetts economy.

Plus, a specialized planning and route

development team is now in place, commit-

ted to increasing passenger and air cargo

service between Boston and Europe, Japan,

Asia and Latin America. Accomplishments

to date include inaugural USAir service to

Frankfurt, new British Airways service to

Glasgow and exploration of joint venture

partnerships with the Scottish Trade Group,

a second daily American Airlines flight to

London and the introduction of Icelandair

service to Scandinavian and other European

"open skies" countries.

By reaffirming

old relationships,

exploring new

venues and

ensuring excel-

lence in trans-

portation options,

we're making

trade and tourism

one of the fastest-

growing sectors

in the regional

economy."

Bob Wassman,

market research

and route

development

manager

Margot DeNoie,

trade

representative,

Latin America



Massport has streamlined its depart-

ments, repositioned its employees and

reorganized its priorities to put a new

emphasis on customer service, value-added

Prioritizing Customers,

Employees and Efficiency

service and the "human factor." At Logan

International Airport, employees are partici-

pating in a new program called "Non-Stop

Customer Service," which encourages them

to envision new ways to provide personal-

ized assistance to each and every customer

they encounter. Plus a special employee

recognition program and a tenant apprecia-

tion program have been instituted to reward

exceptional efforts and acknowledge

innovative ideas.

The targeted activity by Massport's

planning and route development team has

provided Logan's customers with better

service to a greater number of worldwide

destinations, saving them time and money.

Getting to and from the airport has also

never been easier or more cost-effective,

with Massport's comprehensive mix of

ground access alternatives including Logan

Express Bus service from Woburn, Framing-

ham, and Braintree; Logan Water Shuttle

service from Boston; cross-harbor water

taxi service, Boston /Hingham boat service

and free on-airport shuttle bus service

connecting the Airport MBTA station with

all major airport terminals.

At the Port of Boston's Moran Terminal,

steamship lines benefit from a new Electronic

Data Interchange system, which tracks the

Putting

customers,

employees

and

efficiency

first

8



We want our

customers to

always enjoy the

highest quality of

service, so we're

addressing issues

in innovative

ways, instituting

new training and

recognition pro-

grams for our

workforce, and

encouraging

increased levels

of safety and

skill throughout

the agency."

Delcine Gibbs,

public safety

administrator

Mark Richardson,

manager of

transportation

services
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We want our

customers to

always enjoy the

highest quality of

service, so we're

addressing issues

in innovative

ways, instituting

new training and

recognition pro-

grams for our

workforce, and

encouraging

increased levels

of safety and

skill throughout

the agency."

Delcine Gibbs,

public safety

administrator

Mark Richardson,

manager of

transportation

services

location of their cargo within the terminal

O

yard. Passengers at the Black Falcon Cruise

c

Terminal enjoy improved customer amenities

while they wait to board the greatest number

of ships Boston has hosted in nearly 50 years.

T

>

Global marketers— present or potential «

<

— receive one-stop assistance through q
z
<

Massport's newly realigned trade and tourism u
z
M

departments. Advice, assistance, market

research, referrals to brokers, freight for-

warders and distributors — and much more
o

— is available via a single phone call or fax.
<

Both the Tobin Bridge and Hanscom

-

Field have fine-tuned their maintenance and
<

snow removal programs, keeping customers
h
O
A

safely on the move and operations on track.
X
O

Authority-wide, management, administrative

z

and union staff meet regularly to discuss

>
O

new and even better ways of adding value

for Massport's customers and job satisfaction

for Massport's employees at each and every

facility, every day, around-the-clock.



Massport's success in providing a 21st

century trade and transportation system and

the trained staff to operate it, as well as an

economic stimulus for the region, depends on

Seeking Government, Community

and Public Support

Seeking

support for

programs,

policies and

initiatives

how well its constituencies — especially

its employees, contractors and closest

neighbors — understand, support and are

involved in its goals and overall mission.

Communicating quickly and concisely is

essential and a new approach featuring multi-

departmental participation has proven highly

effective, especially when introducing major

projects such as the proposed construction of

Logan's Runway 14/32. Massport regularly

holds public hearings and meetings to provide

information and receive community input on

projects ranging from Logan 2000 to the

Seaport Economic Development Plan. Plus, a

speakers' bureau puts knowledgeable staff

members together with their audiences.

On the local level, Massport has com-

mitted itself to being a responsible corporate

neighbor to its impacted communities, direct-

ing staff and financial resources to stimulate

local employment and business opportunities;

assist community services; and provide techni-

cal aid to neighborhood groups for review of

Massport projects.

Massport has emphasized youth

development, arranging employment through

its combined student jobs programs for over

500 high school and college students; sup-

porting the Concerned Minority Employee

program which prepares minority youth to

meet 21st century work standards; collabo-

rating with Historic Neighborhoods on the

CityBuild program which introduces local

high school students to planning, design and

io



'No matter what

the issue or

action, one of

the most critical

duties we have

is to facilitate

discussion,

increase under-

standing, and

keep the lines of

communication

open between our

organization and

those groups that

have an interest

in our operations

and goals."

Barbara Piatt,

public outreach

coordinator,

Logan 2000

John Krajovic,

public outreach

manager,

Logan 2000 and

East Boston
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No matter what

the issue or

action, one of

the most critical

duties we have

is to facilitate

discussion,

increase under-

standing, and

keep the lines of

communication

open between our

organization and

those groups that

have an interest

in our operations

and goals."

Barbara Piatt,

public outreach

coordinator,

Logan 2000

John Krajovic,

public outreach

manager,

Logan 2000 and

East Boston

construction careers; and assisting with a

business skills training program now located

at the Logan Office Center

Massport is also directly increasing

employment and financial benefits in local

communities through specialized seminars

for small entrepreneurs; targeted outreach

to women and minority-owned businesses at

events like a recently co-sponsored reception

with the Board of the American Association

of Airport Executives; and publication of a

guidebook to East Boston restaurants. To date,

Massport's workforce is 32 percent female

and 17 percent minority, with 23 percent resi-

dents of impacted communities; 13.6 percent

of its construction and 23.3 percent of its

design contracts were awarded to women

and minority-owned businesses in FY'95.

Contributions to qual ity-of-l ife projects

have also been a Massport priority, helping

to build the green space of Charlestown's

Medford Street Buffer Zone, a traffic-reliev-

ing ferry dock at Lewis Wharf, recreational

sailing programs in East Boston and Winthrop

and restoration of the Lewis Lake Salt Marsh

in Winthrop.

ii



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

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

Mark E. Robinson

chairman, is an attorney

at the Boston law firm of

Bingham, Dana and Gould

• Term Expires 2002

Paul W. Cronirt

vice chairman, is chairman

of PWC & Associates of

Andover, an international

consulting firm specializing

in development.

-Term Expires 1998

Carolyn P. Partan

is a real estate attorney

at the Boston law firm

of Hale and Dorr.

-Term Expires 1996

Frederick P. Salvucci

is a principal research

associate at MIT's Center

for Transportation Studies

in Cambridge.

• Term Expires 1997

James H. Carangelo

is president of Business

Planning Associates of

Lynnfield, an employee benefit

sales and consulting firm.

-Term Expires 1999

George W. Cashman

is president and chief

executive officer of the

International Brotherhood

of Teamsters, Local #25

in Charlestown,

- Term Expires 2000

James M. Coull

is chairman of the board

of J.M. Coull, Inc./JMC

Environmental Svstems

of Concord, a full-service

construction firm.

- Term Expires 2001
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REPORT OFINDEPENDENT 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 of June 30, 1995, and the related statements of

income, changes in fund equity and cash flows for the year then ended. We previously audited and reported upon

the financial- statements of the Authority for the year ertded June 30, 1994 for which condensed statements are

presented for comparison purposes only. 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.

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 financial statements referred to above present fairly, in all material respects,, the

financial position of the Massachusetts Port Authority as of June 30, 1995, 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 7, 1995

13
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BALANCE SHEETS
June 30,1995 and 1994

Assets 1995 1994

(dollars in thousands)

Port Authority

Operations

PFC

Program Combined Combined

Cash and cash equivalents (Notes A and C)

Investments (Notes A and C)

$ 16,588

33,713

$
—

$ 16,588

33,713

$ 30,759

27,554

Accounts receivable, -net of allowance

for doubtful accounts of $10,082 and

$10,769 in 1995 and 1994, respectively 17,905 2.261 20,166 20,618

Accounts receivable - grants (Note A) 11,721 11.721 4,345

Prepayments and other assets, net 20,529 20,529 15,971

Assets whose use is limited, including cash

and cash equivalents of $59,671 and

$35,025 in 1995 & 1994, respectively

(Notes A, C, and H) 245,380 40,705 286,085 299,966

Investment in facilities (Notes A and D):

Facilities completed

Less accumulated depreciation

1,320,641

(577,878)

1,320,641

(577,878)

1,230,293

(534,141)

Construction in progress

742,763

130,451 4,851

742,763

135,302

696,152

123,285

Net investment in facilities 873,214 4,851 878,065 819.437

Total Assets $1,219,050 $47,817 $1,266,867 $1,218,650

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 (Note A)

$ 57,545

9,797

1,813

15,695

530.092

2,339

$
—

—

$ 57,545

9,797

1,813

15,695

530,092

2.339

$ 53,760

.

8,486

2,350

18,345

543,025

5,757

Total Liabilities 617.281 — 617,281 631,723

Contingent liabilities and commitments

(Notes 1, K & L)

Fund Equity (Notes A and B)

Accumulated fund equity

Contributed capital, grants-in-

aid of construction

482,468

119.301 .

47,817 530,285

119,301

479,327

107,600

Total Fund Equity 601.769 47,817 649,586 586,927

Total Liabilities and Fund Equity $1,219,050 $47,817 $1,266,867 $1,218,650

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF I NCOME
For the years ended June 30, 1995 and 1994

1995 .
1994

Port Authority PFC

(dollars in thousands) Operations Program Combined Combined

Operating Revenues (Note B):

Tolls, fees and saies of services $139,687 $ — $139,687 $129,605

Rentals (Note L) 58,335 — 58,335 58,438

Concessions (Note L) 30,794 — 30794 28,763

Other (Note I)
:

6,835 — 6,835 6,597

Total Operating Revenues 235,651 — 235,651 223,403

.
Operating Expenses (Note B):

Operations and maintenance 102,293 — 102,293 99,991

Administration 44,226 — 44,226 39,335

Insurance (Note A) 2,904 — 2,904 2,675

Pension costs (Note G) 2,491 — 2,491 2,415

Payments in lieu of taxes (Note J) 6,409 — 6,409 6,237

Provision for uncollectible accounts (800) — (800) (523)

Total Operating Expenses 157,523 157,523 150,130

Depreciation and amortization,

including $6,293 and $5,525 in 1995

and 1994, respectively, on assets

acquired with contributed capital,

grants-in-aid of construction (Note A) 46,317 — 46,317 42,908

Income from Operations 31,811 — 31,811 30,365

Loss on sale of equipment (1,137) — (1,137) —

PFC Revenue (Note A and E) — 31,187 31,187 14,937

Financial income and expense:

Income on investments (Note A) 12,967 1,573 14,540 10,561

Interest expense (Note A and I) (31,736) — (31,736) (31,253)

Net Income $ 11,905 $32,760 $ 44,665 $ 24,610

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CHANGES IN FUND EQUITY
For the years ended June 30, 1995 and 1994

Contributed

(dollars in thousands)

Accumulated

Fund Equity

PFC

Program

Capital,

Grants-in-Aid

of Construction

Total

Fund

Equity

BALANCE, JUNE 30, 1993 $449,192 $ — $101 882 $551 074

Net income 9,553 15,057 24,610

Contributed capital, grants-in-aid

of construction (Note A) 11,243 11,243

Transfer of depreciation to

contributed capital 5,525 (5,525)

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

Net income 11,905 32,760 44,665

Contributed capital, grants-in-aid

of construction (Note A) 17,994 17,994

Transfer of depreciation to

contributed capital 6,293 (6,293)

BALANCE, JUNE 30, 1995 $482,468 $47,817 $119,301 $649,586

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLOWS
For the years ended June 30, 1995 and 1994

(dollars in thousands! 1995 1994

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers $ 236,577 $ 232,447

Cash payments:

To vendors for goods and services (91,820) (83,469)

To employees for services (59,777) (56,519)

Payments in lieu of taxes (6,409) (6,237)

Net cash provided by operating activities 78,571 86,222

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Grants-in-aid of construction 10,618 16,809

Acquisition and construction of capital assets (108,264) (101,345)

Proceeds from sale of bonds 71,715

Proceeds from sale of equipment 34

Principal paid on refunded debt (72,525) —
Principal paid on funded debt (11,315) (8,310)

Interest paid on funded debt (38,340) (36,504)

Payment of refunding cost - (2,785)

Proceeds from passenger facility charges 28,896 14,937

Net cash used for capital and related financing activities (121,966) (114,413)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of investments (1,786,842) (1,724,680)

Proceeds from sale and maturities of investments
1 oon one 1 "7CO ICO

1 , /bo,Zoo

Interest on investments 11,417 14,787

Net cash provided by investing activities 53,870 58,365

NET INCREASE IN CASH AND CASH EQUIVALENTS 10,475 30,174

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 65,784 35,610

CASH AND CASH EQUIVALENTS. END OF YEAR $ 76,259 $ 65,784

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH
June 30,1995 and 1994, continued

F L O W S

(dollars in thousands) 1995 1994

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

Npt inrnmp $ 44 665 $ ?4 fim

Less: income on investments (14,540) (10,561)

proceeds from passenger facility charge (31,187) (14,937)

Add: interest expense 31,736 31,253

loss on sale of equipment 1,137 —

$31,811 $ 30,365

ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET

CASH PROVIDED BY OPERATING ACTIVITIES:

Depreciation and amortization 46,317 42,908

Provision for uncollectible accounts (800) (523)

Change in assets and liabilities:

Decrease in accounts receivable 3,542 5,425

Increase in prepayments and other assets (4,301) (6,967)

Increase in accounts payable

and accrued expenses 4,646 11,396

Increase in accrued compensated absences 1,311 1,030

Decrease in accrued pension cost (537) (507)

(Decrease) increase in deferred income (3,418) 3,095

Total adjustments 46,760 55,857

NET CASH PROVIDED BY OPERATING ACTIVITIES $78,571 $86,222

NON-CASH ACTIVITIES

UNAMORTIZED LOSS ON FUNDING $ 1,554 $
-

The accompanying notes are an integral part of these financial statements

Massachusetts Port Authority



NOTES TO FINANCIAL STATEMEN TS

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.
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NOTES TO FINANCIAL STATEMENTS
Continued

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 con-

struction of new facilities and debt service. Assets

to fund deferred compensation are included under

this caption (See Note C).

(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 equiva-

lents.

(3) INVESTMENTS
Investments in U.S. Government securities are

recorded at amortized cost, which approximates

market value including 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 oper-

ating fund. The Authority is self-insured for certain

major catastrophe-type risks and worker's compen-

sation claims (effective January 1 , 1993), but maintains

insurance coverage for claims in excess of estab-

lished 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 expen-

diture 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 mainte-

nance are charged to expense as incurred.

(6) DEPRECIATION
Depreciation is provided on the straight-line method

based on estimated useful service lives of the relat-

ed assets beginning in the fiscal year of acquisition

or during completion of construction. 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,

less any interest earned on temporary investment of

the proceeds of those borrowings during the period

of construction. Interest expense of $3,954,000 and

$5,447,000 reduced by interest income of $1,929,000

and $2,921,000 for the years ended June 30, 1995

and 1994, 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 Commonwealth for the temporary takings of cer-

tain properties at Logan Airport for fiscal years 1 994

and 1995.

(10) PASSENGER FACILITY CHARGES
Revenues derived from the collection of passenger

facility charges are recognized and reported as non-

operating revenue by the Authority.
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NOTES TO FINANCIAL STATEMENTS
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

Agreement with State Street Bank and Trust

Company, as trustee for the benefit of 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 providing 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 outstand-

ing 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 rev-

enues derived from operation of the Tobin Bridge, all

aircraft landing 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 Construction 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 requirements, 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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NOTES TO FINANCIAL STATEMENTS
Continued

B. REVENUES AND OPERATING EXPENSES AS DETERMINED BY

ACCOUNTING PRACTICES PRESCRIBED BY THE TRUST AGREEMENT, CONTINUED:

Presented below are the 1995 and summary 1994 revenues and operating expenses as determined in accor-

dance 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 Properties Income

Airport Properties Develop- on Invest- 1995 1994

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

Revenues, Net:

1978 Pledged Revenues $5,897 $ 95,736 $ —
$ U- $11,965 $113,598 $103,154

Other — 103,316 25,586 5,916 — 134,818 130,752

Passenger Facility

Charge (Note E) 31,187 —
. .1,573 32,760 15,057

Total 5,897 230,239 25,586 5,916 13,538 281,176 248,963

Operating Expenses:

Operations and

Maintenance 3,655 74,868 21,596 2,174 — 102,293 96,991

Administration 2,499 32,807 6,682 2,238 ^ •
.
— 44,226 39,335

Insurance 354 1,852 643 262 3,111 3,154

Pension (Note G) 198 2,340 383 107 3,028 2,922

Total 6,706 111,867 29,304 4,781 152,658 142,402

Excess (Deficit) of Revenues

Over Operating Expenses

Under Trust Agreement (809) 118,372 (3,718) 1,135 13,538 128,518 106,561

Add: Self Insurance Cost (1) 23 43 100 41 207 479

Pension Adjustment (1) 27 407 82 21 537 507

Self Insurance Income

on Investments (3) 1,002 1,002 458

Less: Payments In Lieu of

Taxes (4) (304) (4,998) (836) (271) (6,409) (6,237)

Difference on Sale

of Equipment (2) (56) (870) (167) (44) (1,137) 3

Other (4) (3,000)

Interest Expense (4) (4,010) $(20,940) (5,715) (1,071) (31,736) (31,253)

Depreciation and

Amortization (4) (2,931) (33,165) (6,787) (3,434)
"

(46,317) (42,908)

Net Income (Loss) $(8,060) $ 58,849 $(17,041) $(3,623) $14,540 $ 44,665 $ 24,610

* Development includes activities related to the Authority's alternative use program, principally thetommonwealth.Fish and Hoosac Piers.

(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 FINANCIA L STA TEMENTS
Continued

C. CASH, CASH EQUIVALENTS AND INVESTMENTS:

The following summarizes the Authority's cash, cash equivalents and investments at June 30, 1995 by the vari-

ous funds and accounts established under the Trust Agreement with the Authority's bondholders. Summary 1994

information is also presented. (Assets designated for credit enhancement and deferred compensation are also

included.)

Assets whose

use is limited

(dollars in thousands) Cash Cash, Cash

Use defined for and Cash Equivalents & 1995 1994

specific purposes: Equivalents Investments Investments Total Total

1978 Debt Service Fund $
—

$
-

$ 41,655 $ 41,655 39,932

Operating Fund 3,367 3,367 16,051

OGlHMbUldllLc MLLUUlll I 0,00/ 1R RR7
I 0,00/ 1 7 47Q

I / ,H/ o

Maintenance Reserve ft-. — 47,663 47,663 57,566

Payments In Lieu of Taxes 3,577 3,577 3,351

Capital Budget 35,204 35,204 35,392

Improvement and Extension Fund 13,221 33,713 46,934 42,291

1985 Interest and Sinking Fund* 3,774 3,774 9,829

1988 Interest and Sinking Fund 4,118 4,118 12,084

1990 Interest and Sinking Fund 12,275 12,275 11,592

1992 Interest and Sinking Fund 9,544 9,544 8,496

1992 Construction Fund 22,400 22,400 59,498

1993 Interest and Sinking Fund 8,900 8,900 4,122

1993 Project Fund 27 27 311

1995 Interest and Sinking Fund 4,682 4,682

1995 Project Fund 340 340

Credit Enhancement Account

(Note I) 9,684 9,684 9,943

PFC Accounts 40,705 40,705 12,525

Subtotal 16,588 33,713 263,235 313,536 340,462

Deferred Compensation (Note H) 22,850 22,850 17,817

Total $16,588 $33,713 $286,085 $336,386 $358,279

*1985 and 1988 Bonds refunded in full on July 3, 1995

The carrying amount of the Authority's cash deposits

was $2,010,000 and $1,934,000 at June 30, 1995

and 1994, respectively. The bank balance was
$6,156,000 and $6,614,900 at June 30, 1995 and

1994, respectively. The nature of the reconciling

items between the book and bank balance consisted

primarily of outstanding checks which had not

cleared the bank at year-end. The bank balance was

fully collateralized as of June 30, 1995 and 1994.

*3
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NOTES TO FINANCIAL STATEMENTS
Continued

C. CASH, CASH EQUIVALENTS AND INVESTMENTS, CONTINUED:

The following summarizes the Authority's cash and cash equivalents and investments by type held at June 30,

1995, excluding cash and investment held for purposes of deferred compensation ($22,850,000 and $17,817,000

at June 30, 1995 and 1994 respectively, see note H). Summary 1994 information is also presented.

Carrying Market

(dollars In thousands)
;

Amount Value

Certificates of Deposit $ 101 $ 101

Repurchase Agreements 20,277 20,277

U.S. Government Securities:

Treasury Notes 93,306 94,039

Treasury Bills 30,359 30,398

Federal Farm Credit (FFC) 1 5,739 1 5,845

Federal National Mortgage Association (FNMA) 60,587 60,687

Federal Home Loan Bank (FHLB) 45,392 45,544

Federal Home Loan Mortgage Corp. (FHLMC) ' 44,744 44,736

Total U.S. Government & Agency Securities 290,1 27 291 ,249

Fidelity U.S. Treasury Income Portfolio Mutual Fund ' 1,021 1,021

Total investments ' 311,526 312,648

Cash in bank
.

2,010 2,010

Total at June 30, 1995 $313,536 $314,658

Total at June 30, 1994

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 agree-

ments. All investments are held on behalf of the

Authority by the Authority's trustee and custodian.

The Certificates of Deposit are fully insured by the

Federal Deposit Insurance Corporation. Repurchase

$340,463 $339,935

agreements are col laterized by obligations of

the U.S. Government or agencies of the U.S.

Government. The Trust Agreement 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 held by

the Authority in accordance with the Credit

Enhancement Agreement (see footnote I) and is not

guaranteed by the U.S. Government.
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NOTE S TO FINANCIAL STATEMENTS
Continued

D. INVESTMENT IN FACILITIES AND DEPRECIATION:

Net investment in facilities at June 30, 1995 and 1994 is comprised of:

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

(dollars in thousands) 1995 1994

Facilities completed by operation:

Airport $ 913,758 $ 847,336

Bridge 107,262 104,750

Port r 299,621 278,207

Investment in facilities $1,320,641 $1,230,293

Facilities completed by type:

Land and land improvements $ 112,120 $ 109,448

Bridge and bridge improvements 102,460 100,239

Buildings 733,868 676,765

Runways and other paving 302,145 277,603

Machinery and equipment 70,048 66,238

1,320,641 1,230,293

Accumulated depreciation and amortization (577,878) (534,141)

742,763 696,152

Construction in progress 135,302 123,285

Net investment in facilities $ 878,065 $ 819,437

Bridge... ,. 100 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- 5 and 10 years
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NOTES TO FINANCIAL STATEMENTS
Continued

E. PASSENGER FACILITY CHARGES:

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

a $3.00 passenger facility charge (PFC) at Logan Airport, effective November 1, 1993. 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 for the period of November 1, 1993 through October 1, 2011. The Authority has

received approval from the FAA to use or expend $12 million of PFCs for preliminary design. The Authority must

receive subsequent authorization from the FAA to use or expend the remainder of such PFCs. 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 follows:

(dollars in thousands! June 30,

1995

Net assets, PFCs $47,817

PFC funds expended on approved projects (4.851)

PFCs restricted but not yet expended $42,966

26

Massachusetts Port Authority



NOTES TO FINANCIAL STATEMENTS
Continued

F. FUNDED DEBT:

The following is a summary of the Authority's funded debt activity for the years ended June 30, 1995 and 1994:

(dollars in thousands)
' ' 1995 1994

Funded debt, beginning of year

New debt issued

Principal paid on funded debt

Bonds Refunded

$552,435

71,715

(11,315)

(72,525)

$560,745

(8,310)

Funded debt, end of year 5> o4U,o IU

Funded debt at June 30, 1995 and 1994 is comprised of the following:

Wpiahtpd

Average

Interest Rate

(dollars in thousands) at June 30,

1995 1995 1994

Rpvpnup Rpfunriinn Bond 5
;

Series 1978 6.8%

Series 1985-A&B • 8.7%

Series 1993-A&B 5.0%

Series 1995- A&B 4.1%

$ 17,730

55,645

71,715

$ 22,895

2,295

56,780

Revenue Bonds

Series 1988 -A 7.1%

Series 1990 -A 7.1%

Series 1992-A&B 5.3%

Term Bonds . / 7.0%

19,535

23,650

352,035

2,990

20,695

24,955

421,825

Total Funded Debt

Less: Unamortized loss on Refunding

Less: Original Issue Discount, net of premium

540,310

(1,554)

(8,664)

552,435

(9,410)

•t^QO HQ?

Scheduled principal payments on funded debt are as follows:

'

Fiscal Year Amount

(dollars in thousands)

1996

1997

1998

1999

2000

Thereafter

$ 9,270

12,855

13,620

14,470

15,090

475,005

Total

- i/i
''. •

• >.c • ;
' **: • \-: • l

'

•

$540,310

Massachusetts Port Authority
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NOTES TO FINANCIAL STATEMENTS
Continued

F. FUNDED DEBT, CONTINUED:

On April 18, 1995 the Authority issued $19.9 million

of Multi-Modal Revenue Refunding Bonds Series A,

maturing on July 1, 2015 and $51.8 million of Multi-

Modal Revenue Refunding Bonds Series B, maturing

on July 1, 2018 (known in the aggregate as the

"1995 Bonds").

The proceeds from the 1995 bonds were initially

placed in an escrow account. On July 3, 1995 the

escrow agent applied the proceeds of the 1995 Bonds

to refund the remaining outstanding portion, approxi-

mately $72,525,000 of the 1 985 and 1 988 Bonds.

The 1995 Bonds bear interest from the date of

issuance to July 3, 1995 at the fixed rates of

between 3.95% and 4.10% per annum, respectively,

for the 1995 Series A and Series B Bonds.

Thereafter, the 1995 Bonds bore interest at a daily

rate in order to, as nearly as practicable, match the

floating rate interest received under the 1993

Forward Interest Rate Swap Arrangement (see

Footnote I). At the option of the Authority, and upon

the satisfaction of certain conditions set forth in the

1995 Bond Resolution, at any time after July 4,

1995, the interest rate on the 1995 Bonds may be

converted to a daily rate, weekly rate, variable-term

rate, medium-term rate, or a fixed rate.

The refunding of the 1985 and 1988 Bonds resulted

in a difference between the reacquisition price and

the net carrying amount of the old debt of approxi-

mately $1.6 million. This difference, reported in the

accompanying financial statements as a reduction of

bonds payable, is being charged to operations over

the life of the 1995 Bonds using the straight line

method. As a result of the defeasance, the Authority

will reduce its aggregate debt service payments by

approximately $15,321,000 and achieve an econom-

ic gain (the difference between the present value of

the old and new debt service payments) of

$9,693,000.

In addition, the Authority incurred approximately

$438,000 of costs related to the 1995 Bonds which

are being amortized over the life of the 1995 Bonds

using the straight line method, and are reported as

part of prepayments and other assets in the accom-

panying financial statements.

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 statements. At June 30, 1995, the

following bonds outstanding are considered defeased:

(dollars in thousands)

1964 Series $ 25,830

1969 Series 43,120

1971 Series 57,535

1973 Series 79,395

1982 Series 50,525

1985 Series* 67,895

1988 Series* 94,675

Total Defeased Bonds ,$418,975

*Refunded on July 3, 1995
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NOTES TO FINANCIAL STATEMENTS
Continued

G. PENSION COSTS:

In July 1978, the Massachusetts legislature passed

legislation which was enacted as Chapter 487 of the

Massachusetts Acts of 1978 ("C. 487") and signed

into law on July 18, 1978. This act provided for the

establishment of the "Massachusetts Port Authority

Employees' Retirement System" (the Plan), a con-

tributory retirement system that is separate from the

Massachusetts State Employees' Retirement

System. Prior to this enactment, Authority employ-

ees were members of the state employees' system,

and the funding of the pension liability was on a

"pay as you go" method. Pursuant to C.487 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 retirement benefits

for substantially all employees of the Authority and

incidental benefits for their surviving spouses, ben-

eficiaries and contingent annuitants. The Authority

funds pension costs based on the actuarially deter-

mined 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 reimbursement 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 approximately $44,496,000 as of January 1 , 1 995.

Total payroll for Authority employees was

$52,642,000 for the 12 months ended June 30, 1 995.

The actuarial cost method utilized to determine

contributions to the Plan for the years ended

December 31, 1994 and 1993 is the entry age

normal-frozen initial liability cost method.
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NOTES TO FINANCIAL STATEMENTS
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G. PENSION COSTS, CONTINUED:

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

31. 1994 and 1993 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 with females set

back six years

Withdrawal prior to retirement The rates shown at the following sample ages

illustrate the withdrawal assumption

Rate of Withdrawal

Age Group 1 and 2 Group 4

25 9.0% 1.8%

30 5.6 1.7

35 3.2 . 1.3

.45 1.8 .1

50 1.5 N/A

55 N/A N/A

Salary escalation .' 5.5% per annum for 1 995; 6.0% for 1 994

Rates of retirement Group 1 and 2 employees are assumed to retire at the

later of 63 and 10 years of service

Group 4 employees are assumed to retire at the later

of age 56 and 10 years of service

Retirement benefits 2.3% per year of service for Group 1 , 2.5% per year

of service for Group 2 and Group 4

Postretirement cost of living increases 3% per annum compounded annually on the first

$9,000 of pension benefits for 1995 and 4.5% per

annum compounded annually on the first $9,000 of

pension benefits for 1994

The amount shown below as "pension benefit oblig-

ation" (PBO) is a standardized disclosure measure of

the present value of pension benefits, adjusted for

the effects of projected 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 accu-

mulating sufficient assets to pay benefits when due,

and make comparisons among other Public

Employee's Retirement Systems Plans. The measure

is independent of the actuarial funding method used

to determine contributions to the Plan.
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G. PENSION COSTS, CONTINUED:
X. *SfV

At January 1, 1995, the assets in excess of the PBO were $21,838,000 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 $ 36,833

Current employees:

Employee financed $ 29,492

Employer financed-vested 30,082

Employer financed-nonvested 17,826

Total pension benefit obligation

Net assets available for benefits

Assets in excess of pension benefit obligation

The Plan's funding policy provides for periodic

employer contributions at actuarially determined

rates that, expressed as percentages of annual cov-

ered 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 $6,463,000 for

the Plan year ended December 31, 1994. This

includes employee contributions of $3,455,000 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

114,233

136,071

$ 21,838

after December 31 , 1 983 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 $2,975,000 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, 1994. Employer contribu-

tions consisted of (a) $18,000 normal cost,

(b) $2,592,000 amortization of the unfunded actuarial

accrued liability and (c) $365,000 funding for operat-

ing costs.
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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

1992 7.0% 8.0%

1993 7.9% 8.1%

1994 7.8% 6.8%

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 eight-year historical trend information of the Plan. (Trend information related

to plan years 1983 through 1986 is unavailable.)

(6)

Assets in

Excess of

(4) PBO as a

(1) (3) Assets
. (5) Percentage

Net Assets Percentage in Excess Annual of Annual

Plan Available (2) Funded of PBO Covered Covered Payroll

Year for Benefits PBO in/(2) (D-(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%

1994 136,071 114,233 119% 21,838 44,496 49%

Analysis of the dollar amounts of net assets avail-

able for benefits, PBO and assets in excess of the

PBO, in isolation, can be misleading. Expressing the

net assets available for benefits as a percentage of

the PBO provides one indication of the Plan's funding

status on a going-concern basis. Analysis of this per-

centage 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 of-PBO 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 infla-

tion and aids analysis of progress made in accumu-

lating sufficient assets to pay benefits when due.
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G. PENSION COSTS, CONTINUED:

For the financial statements prepared in accordance

with generally accepted governmental accounting

principles, pension expense includes current service

cost and amortization of past service costs which

were determined as of July I, 1973, over a 25-year

period, commencing in 1974. Total pension expense

so determined was $2,491 ,000 and $2,41 5,000 for the

years ended June 30, 1995 and 1994, respectively.

In addition to providing pension benefits, the

Authority provides certain health care benefits for

approximately 276 retired employees and/or their

survivors through insurance company contracts. The

Authority recognizes the cost of providing those

benefits by expensing the insurance premiums when

paid. This expense was $1,138,000 and $1,036,000 for

the years ended June 30, 1995 and 1994, respectively.

H. DEFERRED COMPENSATION:

The Authority offers its employees a deferred com-

pensation 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 employees until

termination, retirement, death or unforeseeable

emergency. All amounts of compensation deferred

under the plan, all property and rights purchased

with those amounts, and all income attributable to

those amounts, property, or rights are (until paid or

made available to the employee or other beneficiary)

solely the property and rights of the Authority (with-

out 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 deferred 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 compensa-

tion, including income earned, were approximately

$22,850,000 and $17,817,000 at June 30, 1995 and

1994, respectively. These amounts are included in

the accompanying balance sheets under the captions

"assets whose use is limited" and "accounts

payable and accrued expenses."

i. contingent liabilities and

commitments:

contractual obligations for

construction:
Contractual obligations for construction were

approximately $197,962,000 at June 30, 1995.

FORWARD INTEREST RATE SWAP:
In fiscal 1993, the Authority entered into a forward

interest rate swap arrangement in the initial notional

amount of $71 ,71 5,000 which took effect on July 1 , 1 995

for the seven-year period ending June 30, 2002, with

a portion continuing through December 31, 2002.

Under this arrangement, the Authority pays interest

at 6.405% per annum and receives interest at a

floating rate. On April 19, 1995, the Authority issued

its $71,715,000 Multi-Modal Revenue Refunding

Bonds, Series 1995-A and Series 1995-B (the "1995

Bonds") and on July 3, 1995, the Authority applied

the proceeds of the 1995 Bonds to redeem the

remaining 1985 Bonds and 1988 Bonds that were

not previously advance refunded with the proceeds

of the 1993 Bonds. The 1995 Bonds bear interest at

a floating rate in order, as nearly as practicable; to

match the floating rate interest received under the

swap arrangement.

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 provide financing to the partnership

(the Borrower) for construction, 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

defined) to meet its debt service requirements.
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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%.

THIRD HARBOR TUNNEL:
The Massachusetts Highway Department (MHD) is

in the process of extending the eastern terminus of

the Massachusetts Turnpike to Logan Airport by con-

structing a new tunnel under Boston Harbor.

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

affects the Authority in a variety of ways. The

effects include both required monetary contributions

from the Authority and the necessity of eminent

domain takings or land acquisitions by the MHD of

certain real property in South Boston and Logan

Airport to accomodate the construction and operation

of the Tunnel Project. On August 9, 1995, legislation

was enacted which requires the Authority to contribute

a minimum of $100,000,000 to the construction cost

of the Tunnel Project and prohibits the Authority from

increasing tolls at the Tobin Bridge prior to December 1

,

1 996 or the submission of a feasibility study, whichever

occurs last. Governor Weld vetoed a provision in the

legislation that would have established an unde-

fined contribution by the Authority, to be determined

in a future study. The Governor has filed legislation

amending the August 9, 1995 legislation which would

include a requirement that a feasibility study, approved

by a majority of the Authority, the Turnpike Authority

and the Executive Office of Transportation and

Construction, to determine the amount and terms of the

Authority's contribution; a requirement that the

Authority receive assets commensurate with the value

of such contribution; and prohibit any contribution

which is inconsistent with the Authority's enabling act

or trust agreement, or with applicable federal aviation

law. The bill has been passed by the House and referred

to the Senate Ways and Means Committee. However,

there can be no assurance that such legislation will be

enacted as proposed.

On October 3, 1991, the Authority and the MHD
entered into a Sale/Mitigation Agreement

(the"Agreement") to establish a framework for land

aquisitions 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 effects of such acquisitions.

Mitigation will include, for example, provision of

replacement parking and construction of temporary

roadways. In addition, the Agreement provides that

the Authority will retain substantial rights in the

land acquired by the Commonwealth, including, for

example, air and development rights over the below

ground surface portions of the Tunnel Project. The

Authority expects that the acquisitions will not ulti-

mately result in any material change in its financial

position.

SEAPORT BOND BILL:

Both Houses of the Massachusetts Legislature have

engrossed legislation which would provide funding

by the Commonwealth for the required local match

of the cost of dredging the Boston Harbor.

The Senate bill, however, would require the

Authority to pay twenty-five percent (25%) of the

Commonwealth's required match. The Authority's

estimate of its costs would be approximately five

million dollars ($5,000,000). However, there can be,

no assurance that the final bill will be enacted or

that it will be enacted as engrossed by either the

House or Senate.

MITIGATION AGREEMENT:
On June 30, 1993 the Authority entered into a

Mitigation Agreement with one municipality and two

community organizations which addressed measures

to be taken to mitigate environmental impacts of the

operation of Logan Airport. At this time, the

Authority is unable to estimate 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 cannot be estimated

reasonably. The enforceability of the Mitigation

Agreement, and the specific actions which Massport

may be required to take under it, are the subject of

a lawsuit by the two community organizations which

signed it as set forth in footnote K below. The

Authority has organized a mediation among itself,

the two groups which signed the Agreement, and six

other community organizations which did not sign

the Agreement, in order to achieve more unanimity

and more specific cost definition.

J. PAYMENTS IN LIEU OF TAXES:

The Enabling Act authorizes and directs the Authority,

subject to certain standards and limitations, to enter
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into agreements 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 1 994, the Authority entered into an extension

of and amendment to its agreement with Winthrop

which extended 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 percentage

increase in the number of annual air passengers at

Logan Airport; and a tree planting portion of

$12,500, payable through fiscal 1998. In fiscal 1995,

the Authority entered into a comprehensive

Amended and Restated Payment-in-Lieu-of-Taxes

Agreement with the City of Boston (the "Boston

PILOT Agreement"), with a term commencing on

March 14, 1995 and ending June 30, 2005. Pursuant

to the Boston PILOT Agreement, the Authority will

pay to the City the sum of $10,000,000 annually,

which payment will be increased by the annual per-

centage change in the consumer price index, provided

that such increase shall be no less than 3%, nor

greater than 7%, per year. In the event that the

Authority and various community groups enter into a

new agreement pursuant to the mediation regarding

the Mitigation Agreement (see footnote I above), the

annual payment to the City of Boston may be

increased by up to $15,000,000, increased annually

by the aforesaid index, which sum will be held in

trust by the City for the benefit of certain community

groups. The Authority's Enabling Act, the Trust

Agreement and the Boston PILOT Agreement provide

that annual payments under the Boston PILOT

Agreement may not exceed the balance of revenues

remaining after deposits to the 1978 Debt Service

Fund, payment of operating expenses, deposits to

the 1990, 1992, 1993 and 1995 Interest and Sinking

Funds and deposits to the Maintenance Reserve Fund.

k. litigation:

POTENTIAL LOGAN AIRPORT SOIL AND
GROUNDWATER CONTAMINATION:
In April 1991, the Massachusetts Department of

Environmental Protection ("DEP") sent the Authority

a Notice of Responsibility ("NOR") under M.G.L.

c. 21 E, 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

groundwater contamination at the Logan Airport

site. The Authority has completed its Phase I Limited

Site Investigation and its Phase II Comprehensive

Site Investigation under the Massachusetts

Contingency Plan. The Phase II study indicated that

there are a number of geographically discrete areas

of contamination at Logan, not a unified, airport-

wide problem. DEP agreed with this conclusion, and

in March of 1994 issued a revised NOR letter to the

Authority that desisgnated thirty separate disposal

sites at Logan. DEP also sent NOR letters to a number

of Logan tenants concerning contamination at one

or more of the Logan sites. The Authority expects

that tenants will perform the cleanup at a number of

the sites and expects to be able to recoup a sub-

stantial portion of the Authority's response costs

from third parties whaare responsible for the cont-

amination. In the spring and summer of 1994, the

Authority sent letters to over thirty current and the

former tenants at Logan demanding payment for

past and future cleanup costs. Several tenants have

already agreed to pay a portion of the Authority's

costs or assume responsibility for a portion of the

cleanup. It may be necessary for the Authority to ini-

tiate litigation against those responsible parties

that refuse to either agree to perform remedial work

or reimburse the Authority. In addition, the Authority

expects to receive some of its cleanup costs from lia-

bility insurance carriers who provided coverage to the

Authority. Because of the uncertainties in determin-

ing the level of cleanup that will be ultimately nec-

essary at many of the Logan sites coupled with the

difficulty in predicting the outcome of the

Authority's claims against responsible parties and

insurance companies, at this time, the Authority can-

not reasonably predict the costs it will face to com-

ply with the NOR letter from the Commonwealth of

Massachusetts.

MITIGATION AGREEMENT:
The Authority is involved in litigation seeking to

enforce a Mitigation Agreement that was signed on

June 30, 1993, described in Footnote I above. The

Authority is vigorously defending the lawsuit. In

June 1995, a judge in the Suffolk County Superior

Court declared the Agreement to be valid and

enforceable at least in part. The Authority has not

been ordered to take any specific actions, and
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intends to appeal the declaration of enforceability. A

trial is expected to take place in 1996 concerning

whether and to what extent the Authority may be

compelled to take certain actions described in the

Mitigation Agreement. The Mitigation Agreement

precludes any award of monetary damages. It is the

Authority's judgment that the outcome of this litigation

would not cause a material adverse effect on the

financial condition of the Authority.

The Authority is also a defendant in a number of

legal proceedings arising in the normal course of

business. Management, after reviewing all actions

and proceedings pending against or involving the

Authority with legal counsel, believes 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 following is a schedule by years of future minimum

rental payments under noncancelable operating leases

as of June 30, 199.5:

Year Amount

(dollars in thousands)

1996 $ 8,933

1997 7,137

1998 5,242

1999 4,563

2000 4,563

Thereafter 65,784

Total $ 96,222

M. RELATED PARTY TRANSACTIONS:

L. LEASES:

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 agree-

ments 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

$24,630,000 and $24,190,000 for 1995 and 1994,

respectively.

Minimum future rental income, excluding contingent

rentals, from noncancelable operating leases as of

June 30, 1995 are:

Year Amount

(dollars in thousands)

1996 $ 22,885

1997 21,329

1998 19,965

1999 16,471

2000 13,897

Thereafter 248,318

Total $342,865

On June 30, 1995, the Authority's lease agreement

with the Commonwealth for office space at the State

Transportation Building expired. The Authority is cur-

rently negotiating to extend the lease. However, until

a decision has been made to remain at the State

Transportation Building or move to a new location,

the Authority will continue to remain as a tenant-at-

wrU, and rent will continue at approximately

$1,524,000 for the year-ended June 30, 1996.
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PROPERTIES & PERFORMANCE, FY95

Gross Revenues, Authority wide

Net Income

$281.4 million

$44.7 million

Logan International Airport, East Boston

Total Passengers 25.2 million

Domestic 21.6 million

International 3.6 million

Total Pounds of Cargo and Mail 898 million

L.G. Hanscom Field, Bedford

Total Operations (Takeoffs/Landings) 193,556

Tobin Memorial Bridge

Total Vehicle Crossings 26.1 million

The Waterfront - Port Industry Facilities

61,561*

154, 044 tons

35,984*

1,699

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 1 0,1 1

0

Army Base, South Boston

Cement handled 85,968 tons

Waterfront Properties Fish Pier, South Boston

Fish Processed, pounds 10 million

Fish Landed, pounds 6 million

Black Falcon Cruise Terminal, South Boston

Total Cruise Passengers (cruise season-1995) 59,627

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 development.

Equal Opportunity for All

In support of the basic principles

of the Massachusetts Executive

Orders, and in compliance with

state and federal laws on affirma-

tive action, Massport is committed

to a program of effective affirma-

tive action through institutionalized

procedures that ensure equal

opportunity in its personnel

practices, daily operations and

business transactions.

includes "Over the Road" volumes.



MASSPORT EXECUTIVE OFFICES

State Transportation Building

Ten Park Plaza

Boston, Massachusetts 02116-3971

USA

Tel: (617)973-5500

Fax: (617)973-5611

INTERNATIONAL TRADE AND
MARKETING REPRESENTATIVES

Massport China

The Pearl Inn

Suite 304

50 Shamian South Street

Guangzhou, China 510130

Tel: 01 1 (8620) 888-9238 ext. 3304

Massport Germany

Hallerstrasse 6, Suite 444

Berlin D-10587

Germany

Tel: 011(49)030-39902547

Fax: 01 1 (49) 030-39902548

Massport Israel

Jewish Convention Center

Suite 201

91060 Jerusalem

Israel

Tel: 011 972 2 251 194

Fax: 01 1 972 2 244 578

Massport Korea

Sharp, Inc.

8th Floor, Northwest Bldg.

111-1, Seoulin-Dong

Chongro-Ku, Seoul, 1 10-1 10

Korea

Tel: 011(82)2-735-8500

Fax: 011(82)2-734-2813

Massport London

1 Hay Hill

Berkely Square

London W1X7LF

England

Tel: 011 44(171)495-1978

Fax: 011 44(171)409-3053

Massport Mexico

Jorge Eliot 12, 7° Piso

Col. Polanco, 11560

Mexico, D.F.

Tel: 011(525)280-9688

011 (525) 280-9087

Fax: 011(525)281-3813

Massport Singapore

30 Robinson Road

#03-02A, Robinson Towers

Singapore 0104

Tel: 011(65)323-1882

Fax: 011(65)323-1682

Massport Taiwan

Hsin Tien City

P.O. Box 10020

Taipei, Taiwan, R.O.C.

Tel: 011(8862)914-2715

Fax: 011(8862)912-5943

INTERNATIONAL


