


e Massachusetts Port Authority (Massport) is

rld-class independent public authority which

velops, promotes and manages airports, the

eaport and transportation infrastructure to enable

assachusetts and New England to compete suc-

ssfully in the global economy. An economic engine

he region and an international gateway to

gland, Massport is a responsible corporate

committed to its employees, customers an
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In ess age from the
| EXECUTIVE DIRECTOR & CHAIRMAN

This year's annual report does more than lay out what Massport is — Logan International Airport,

the Port of Boston, the Tobin Bridge, Hanscom Field — it also tells you what Massport means. For

the car dealer in Needham, the innkeeper in Vermont and the factory owner in Canton, Massport

means business.

What that recognition drives home is the absolute importance of keeping Massport finan-

cially fit and its facilities modern, accessible and efficient. It is not just Massport that suffers should

our facilities fall below par and fail to compete. Failure here would have repercussions far beyond our own doors. If

Massport fares poorly, it is reflected in the bottom line of the businesses that depend on us to move their people and their

products, to bring them customers and to sell their work to other companies around the globe. And when those business-

es hurt, it is passed along to the consumer in the form of higher costs.

We recognize the depth of our responsibility. It is why this administration has halted years of stagnation at Logan

and in the seaport. We are not content to collect our revenues, run our operations and tread water. The status quo was

simply not good enough. We have begun the $1 billion modernization of Logan that will make the airport at home in the

21st Century and give this region the world-class link it deserves to the global economy.

In the Port, we have modernized equipment, won a Harbor Maintenance Tax credit and funding for double-stack

rail service and dredging. We have positioned ourselves to compete, and win, in the maritime arena that is both a Boston

tradition and an economic necessity.

We have taken the long view and made the hard decisions that will pay off for generations to come, ensuring

that the Massachusetts Port Authority fulfills its economic development mission for Massachusetts.

Mark E. Robinson

Chairman

Stephen R Tocco

Executive Director

and CEO

On-,.



Logan Inter N A T 1 0 N
| MEANS BUSINESS

Logan is New England's economic dynamo, spinning off

thousands of jobs and millions of dollars in profits and tax

revenues throughout the region. Logan is connected to

virtually every business, large or small, in Boston,

Massachusetts and New England. Planes land and depart

more than 1,500 times a day bringing 25 million passen-

gers and 870 million pounds of freight to Boston every

year. More than 1 5,000 mostly private sector workers are

employed at the airport. More than 100 aviation-related

businesses with thousands more employees survive

because of the Logan connection. The bottom line? Logan

Building a Better Airport

Massport is moving on its ambitious $1 billion agenda of

improvements at Logan. No single project, and no single

investment, will pay higher dividends. On this promise,

Massport's route development team is already bringing

new domestic and international airline service to Logan,

including the region's first direct air link to Asia. One crucial

example: a modernized international terminal and customs

facility will be able to process up to 3,000 passengers from

around the globe every hour, allowing them to reach their

ultimate destinations quickly and hassle-free.

contributes $4.4 billion a year to the regional economy, an

infusion of $12 million a day.

For Boston and New England to boom, Logan must

be readied to serve the 25 million passengers it handles now,

and the 45 million passengers it will see annually by the

end of the next decade. Those additional travelers mean

additional jobs, profits and tax revenues across the region.

They mean growth. If Logan can't handle them, growth will

stall and this region will have no place at the global table

come the 21st Century.

On the planning agenda for Logan are programs that

address noise and air pollution for Logan's neighbors and

costly airline delays. Studies are under way on environmen-

tally friendly transportation systems and the development of

a commuter runway and new centerfield taxiway.





Transferring passengers will be well served by a pro-

ject — 65 percent complete — connecting Logan's

Terminals D and E as well as through proposed renovations

to Terminal A. By the end of 1996, permitting and funding

for the International Gateway Project will be in place, even

as funding is pursued for an airport-wide people mover.

A new garage for 5,700 cars and improved walkways

between parking and terminal facilities will allow easier

access for airline passengers. Further fine tuning of airfield

guidance and control, fuel distribution and heating and

utility systems will make operations both on the runways

and in the terminals as productive as possible. Befitting the

nation's, and the world's, high technology birthplace, Logan

is moving to the cutting edge. Here, Raytheon will install the

first of the nation's new generation radar systems; here,

Massachusetts companies are testing the latest and best

bomb detection equipment in the world and here, MIT,

Massport, the FAA and the private sector are joining up to

research and test the computer and navigation systems that

will connect Boston to the rest of the globe.

A Transportation Network That Works

Because Massport knows that Logan International Airport is

part of a larger transportation network, it has long been an

innovator in developing new and improved ways to bring

people and goods to the airport. Express bus service from

Braintree, Framingham and Woburn provided a stress-free

alternative to driving to the airport for over 930,000

passengers this fiscal year. On the water, scheduled shuttles

and on-call taxis gave nearly 120,000 people smooth

sailing to convenient docking terminals. Logan's new taxi

facility dispatched more than 1,500 taxis per day, while

high occupancy vehicles enjoyed a dedicated lane from Logan

to a Boston-bound tunnel. Plus, less than two miles away,

major interstate highway systems — along with the Third

Harbor Tunnel — sped people and cargo on their way to the

metro-Boston area, New England, the wider U.S. and Canada.
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ogan International Airport

Putting Customers First

Business travelers looking for new markets. Tourists seeing

our nation for the first time. Students coming to Boston for

college. At Massport, we know they see us first. We're

making a good impression. Our Airport Ambassador pro-

gram rewards workers who smooth the trips for travelers,

whether it's through small courtesies, or acts that go

beyond the call of duty. Our two Kidport facilities are an

unexpected haven for children to work off some of their

excess energy before and after boarding flights. Each

terminal has a food court offering good food at fair prices,

while other options include an award-winning full-menu

seafood restaurant and three brewhouse restaurants. New

specialty retail news and gift shops, as well as two new duty

free shops, are geared towards both browsers and buyers.

In addition, a soon-to-be-opened retail mall will feature

15,000 square feet of unique shops and boutiques. All

these amenities, plus an Authority-wide policy promoting

"nonstop customer service," ensure that customer satisfac-

tion is a top priority.

Hanscom Field Fills the Bill for Local General Aviation

Closely aligned to the economic health of the high technol-

ogy industry concentrated in Boston's Route 128/95 area,

Hanscom Field serves the needs of the general aviation

community, including private, business, charter, air taxi and

regional/commuter operations. Last year, it generated over

$27 million in direct economic benefits and provided

employment for 220 people. The more than 20 private

companies located at Hanscom pumped close to $ 1 0 million

into the local economy, while the 127,000 visitors traveling

through Hanscom spent $23 million on local transportation,

food, lodging, entertainment and other purchases. But

Massport means business at Hanscom, and that means an

eye toward corporate development, closer ties to local

private sector users and research into new facilities.

Massport is working closely with the local communities to

create reasonable ideas that will improve the financial

performance of the airport and continue to provide first-

class general aviation services.

LOGAN EXPRESS BUSES

PROVIDED DIRECT SERVICE TO AND
FROM LOGAN

FOR 930,000 TRAVELERS





The Port of Boston MEANS BUSINESS

The challenge of bringing 21st century strategic thinking

and technology to Boston's centuries-old maritime industry is

not for traditionalists or for the short-term investor. Massport

is taking the long view, repositioning its holdings and making

targeted infrastructure improvements to anticipate and

attract future cargo and passenger opportunities. Currently,

more than one million tons of high-value general cargo,

worth more than $5 billion, is handled at the Port of

Boston's maritime terminals. The economic impact of port-

related activity to the region is estimated at $2 billion.

Upwards of 70,000 passengers cruise out of the Black

Falcon Cruise Terminal, a contribution of $25 million to the

local economy.

Optimizing Terminal Operations

Constant fluctuations in the maritime industry require

careful analysis of the best use of Massport's waterfront

properties. A new plan provides a better way to employ a

range of resources. Containers will be consolidated and

handled at Conley Terminal in South Boston featuring a

new ten-lane automated gate system. Automobiles will be

processed at the 55-acre Boston Autoport, to be located at

the current Moran Terminal/Mystic Pier complex in

Charlestown. Dry-bulk commodities will work through the

13-acre Medford Street Terminal in Charlestown, while

specialty and military cargos will remain at Moran

Terminal. In addition, break-bulk cargo and warehousing

will be located at the South Boston Army Base. Finally,

Governor William Weld and the Legislature gave the Port a

powerful push, and cut potential costs to consumers, when

Massachusetts became the first state in the nation to refund

to shippers the federal Harbor Maintenance Tax. That

change will save some shippers hundreds of thousands of

dollars a year and will limit the attraction of Canadian ports.

In short, businesses can expect decreased expenses,

increased terminal productivity and lower per-unit costs.

Consolidation is only one step. Port access improvements

will carry Massport's terminals to the forefront in the com-

ing decade.
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SEASON OPENED WITH RECORD 51 SHIPS

S25 MILLION IN LOCAL BUSINESS BENEFITS

Seaport Bond Bill Strengthens Port's Position

Massport's strong support of the Commonwealth's Seaport

Bond Bill is expected to produce significant returns for the

Port of Boston. The provision of $15 million of the non-

federal share for dredging Boston Harbor and S85 million

allocated for doublestack rail clearances in Massachusetts

ensure critical relief for the local maritime industry. Both

provide crucial improvements in access — one by sea, one

by land — for New England shippers and the businesses

they serve. It is estimated that dredging and doublestack

improvements will open the door to a 20 percent increase

in general cargo tonnage, 800 additional jobs in port and

port-related industries and $63 million in direct and indirect

economic impacts.

Cashing In on the Cruise Market

A new front has opened and boomed in the fight to keep

Boston a maritime city. The cruise business, all but dead 1

0

short years ago, now thrives. The 1 996 season opened with

a record 51 ships, featuring 26 embarkations by Majesty

Cruise Line, worth $25 million to the local businesses

ranging from florists to restaurants to hotels. A program to

structure a seamless rail/sail package from the Northeast

Corridor (Washington -New York-Boston) to Bermuda with

Amtrak, renovations to the terminal including new signage

and passenger amenities and specially designed Cruiseport

Boston Welcome Kits, have further enhanced the Black

Falcon Cruise Terminal's presence and reputation in the

cruise marketing arena.
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The Port of Boston

Planning and Development of the Port of the Future

The prosperity of the Port of Boston, as with most modern

ports, depends upon the successful integration of diverse

waterfront activities. Massport is undertaking action to

strengthen traditional maritime industries such as cargo

handling, ship repair and seafood processing, while also

encouraging the growth of a number of important emerg-

ing harborfront uses. Massport's planners are working to

accommodate a growing cruise ship and harbor-based

tourism industry, an expanding network of passenger water

transportation, increased public access and waterfront

recreation and a variety of commercial opportunities within

the working seaport.

Massport joined with the City of Boston to prepare the

Port of Boston Economic Development Plan, establishing

harbor-wide development priorities and creating a vision to

shape future development of specific waterfront properties.

Initiatives include the cooperative development of the new

World Trade Center Hotel and garage under construction in

South Boston, a new Hilton Hotel at Logan Airport and

initiation of Boston By Boat, a ferry linking Boston's premier

waterfront attractions.

In addition, Massport recently opened the Exchange

Conference Center at the Boston Fish Pier, renovating a

deteriorated, historic structure to create a world-class meeting

facility that is already attracting new business to Boston.



e and Tourism Marketing MEANS BUSINESS

The ultimate measure of Massport's business success

is whether greater numbers of people and goods travel

through its airport and seaport terminals. This requires

specialists in worldwide markets to seek out new opportu-

nities, promote usage of Massport's facilities and develop

incentives to stimulate new or increased activity. Often

difficult to quantify, trade and tourism outreach is ultimately

responsible for keeping the regional economy healthy and

putting thousands of people to work.

Trade Development Reaps Measurable Returns

The numbers tell the story: Massport's trade development

initiatives are building a better business climate. Direct

assistance to private sector companies generated over

SI 1 million in material trade, with over $9 million of that

reported as moving through Massport's air and sea

facilities. In addition, companies participating in Massport-

sponsored trade events projected over $35 million in new

business and over $17 million in economic impact

fillillttllll

WORLD TRADE CENTER BOSTON

Tourism Marketing Puts Us on the Map

Reaching out to international as well as long-distance

domestic markets, Massport's tourism marketing efforts

promote Massachusetts and New England as a four-season

destination, providing a range of activities and attractions

for year-round visitors. In addition, Logan International

Airport is presented as a gateway to America for interna-

tional travelers and a gateway to New England for those

from domestic locales. Recently developed informational

tools include targeted brochures, an industry newsletter and

an Internet web site. Results are reflected in increased

service, including new weekly Korean Air service, two

flights weekly to Dublin via Aer Lingus, three additional

weekly Lufthansa flights to Frankfurt, an additional daily

American flight to Paris and Icelandair's four weekly flights

to Reykjavik.

generated through joint ventures and other activities.

Foreign investment through overseas offices led to 68 jobs in

Massachusetts while 50 New England companies participated

in or were represented in eight overseas trade events and

158 New England companies participated in or were

represented in six incoming trade missions. Currently, Massport

maintains trade offices and/or representatives in China,

Germany, the UK, Mexico, Italy, Israel and Singapore.





The Tobin Bridge MEANS BUSINESS

More than 36,000 commuters use the Tobin Bridge from

communities north of Boston each and every day. The

Tobin remains the nation's least expensive toll bridge into a

major metropolitan area while providing the City of Boston

with a vital economic connection to the suburbs.

Keeping Traffic Safely on Track

The cars and trucks crossing the Tobin Bridge are important to

local commerce and Massport is committed to keeping them

on the move. Programs are being implemented to increase

awareness of alternative routes to and from Logan

International Airport, a major and often problematic

destination for many drivers. In addition, regular meetings

are being held with other transportation agencies to discuss

interagency coordination of traffic projections and plans.

Regular management meetings with toll personnel are

geared towards providing the best customer service possible.

Each Day on the Tobin

More than 3 6,000 commuters cross
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i
A Commitment to Communities

| MEANS BUSINESS

At Massport, a helping hand means more than a monetary A "Taste of Eastie," a comprehensive guide to 40 fine

handout. It goes straight to the fundamentals: putting dining, take-out and catering establishments minutes from

businesspeople together with the opportunities they need to Logan International Airport, is yet another Massport-assisted

put more people to work, increase their bottom lines and effort to connect local restauranteurs directly with strong

provide a boost to the local economy. local markets — in this case, more than 15,000 hungry

Business owners now are better positioned to bid on airport employees! A model program to revitalize Boston's

and benefit from Massport's many programs, projects and business districts — the Main Street Program — further

material needs thanks to a series of small business purchasing emphasizes how grassroots involvement can enhance the

forums, titled "Logan and Beyond," which provided step-by- local economy. A collaborative effort with the East Boston

step instructions on the Authority's purchasing process. Economic Development Council has led to the develop-

Another initiative — the Local Advantage — takes the ment of a distinctive image and the strong promotional

process one step further, working to forge more business materials needed to both retain as well as attract a wide

between local entrepreneurs and the more than 1 50 tenants range of vendors to invest in the community.

WORKING TO FORGE BUSINESS BETWEEN LOCAL

ENTREPRENEURS AND OVER 150 LOGAN TENANTS



sport Board Members
| MEAN BUSINESS

Mark E. Robinson,
Chair, is an attorney

at the Boston law firm of

Bingham, Dana and Gould.

Term expires 2002.

James M. Coull,
Vice-Chair,

is chair of the board of

J.M. Coull, Inc./JMC

Environmental Systems of

Concord, a full-service

construction firm.

Term expires 2001.

Lucy A. Flynn *

is senior vice president,

marketing and communica-

tions for Wang Laboratories

in Billerica.

Term expires 2003.

Frederick P. Salvucci

is a principal research

associate at MIT's Center

for Transportation Studies

in Cambridge.

Term expires 1 997.



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

Massachusetts to staggered terms of seven years each. Members serve without

compensation.

Paul W. Cronin
is chair of PWC & Associates

of Andover, an international

consulting firm specializing

in development.

Term expires 1998.

James H. Carangelo
is president of Business

Planning Associates of

Lynnfield, an employee

benefit and estate plan-

ning 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.

Lucy A. Flynn replaces Carolyn P. Parian

whose term expired in June, 1996.





ort 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 of June 30, 1 996, 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 ended June 30, 1995 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, 1 996, 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 4, 1996



Balance Sheets June 30, 1996 and 1995

Assets 1996 1995

Port Authority PFC

fin thousands) Operations Program Combined Combined

Cash and cash equivalents (Notes A and C) S 11,891 $ $ 11,891 $ 16,588

Investments (Notes A and C) 13,767 \ 6,101 Jo,/ 1 0

Accounts receivable, net of allowance

for doubtful accounts of $10,241 and

$10,082 in 1996 and 1995, respectively 19,710 9 111 0 1 QT7/ 1 ,70/
on l ;/
ZU, 1 00

Accounts receivable - grants (Note A) 6,287 — 6,287 11,721

Prepayments and other assets, net 23,289 o o oon
23,289 20,529

Assets whose use is limited, including cash and cash

equivalents of $87,048 and $59,671 in 1996

& 1995, respectively (Notes A, C, E, and H) 255,709 74,440 330,149 286,085

Investment in facilities (Notes A and D):

Facilities completed 1,434,031 — 1,434,031 1,320,641

Less accumulated depreciation (625,810) (625,810) (577,878)

808,221 — 808,221 742,763

Construction in progress 146,120 7,815 153,935 135,302

Net investment in facilities 954,341 7,815 962,156 878,065

Total Assets S 1,284,994 $ 84,482 $ 1,369,476 $ 1,266,867

Liabilities and Fund Equity

Liabilities

Accounts payable and

accrued expenses (Note H) $ 63,119 $ 262 $ 63,381 $ 57,545

Accrued compensated absences (Note A) 10,977 — 10,977 9,797

Accrued pension cost (Note G) 1,244 1,244 1,813

Accrued interest payable 15,064 — 15,064 15,695

Funded debt (Note F) 572,207 — 572,207 530,092

Deferred income (Note A) 3,869 — 3,869 2,339

Total Liabilities 666,480 262 666,742 617,281

Contingent liabilities and commitments (Notes 1, K & L)

Fund Equity (Notes A and B)

Accumulated fund equity 494,994 84,220 579,214 530,285

Contributed capital,

grants-in-aid of construction 123,520 123,520 119,301

Total Fund Equity 618,514 84,220 702,734 649,586

Total Liabilities and Fund Equity S 1,284,994 $ 84,482 $ 1,369,476 $ 1,266,867

The accompanying notes are an integral part of these financial statements.
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Statements of Income |

f° r the years ended June 30, 1 9 9 6 and 1995

1996 1995

Port Authority PFC

fin thousands] Operations Program Combined Combined

/~\ 1* D_ /Kl_i_ D\
Operating Kevenues (Note b):

T II I 1 1^ _£
lolls, tees and sales ot services j> 141 ,z(J 1 $ — t i a i on i

j) 14 1 ,zU 1

C 1 OO Z O 7

Kentals (Note L)
k 1 A 00O 1 ,40z

Z.1 /tOOO 1 ,4oz
CO OOCJO.JOJ

Concessions (Note L)
or OO C03,ZOO nc OOCOD,zoJ on 70 Ao(J,/74

Uther 0 OQC.
7,ZOO o oq';7,ZOO k0,000

Total Operating Revenues 247,153 — 247,153 235,651

Operating Expenses (Note B):

Operations and maintenance 1 no A OQ 1 no AOQ
1 Uo,4zo i no ooo

1 Uz,zyo

Administration en ozo0U,707 cn ozo A A OOZ44,zzo

Insurance (Note A) 2,756 O 7Rk 0 QC\Az,yu4

Pension costs (Note G) 2,610 o k i nz,o 1

U

O A O 1z,4V 1

Payments in lieu of taxes (Note J) 10,236 10,236 6,409

Provision for uncollectible accounts
"

(514) — (514) (800)

Total Operating Expenses 174,485 — 174,485 157,523

Depreciation and amortization,

including $6,945 and $6,293 in 1996 and 1995,

respectively, on assets acquired with contributed

capital, grants-in-aid of construction

(Note A and D) 48,534 ho,o 1 /

Income from Operations 24,134 — 24,134 31,811

Gain/(loss) on sale of equipment 5 5 (1,137)

PFC Revenue (Notes A and E) 33,159 33,159 31,187

Financial income and expense:

Income on investments (Note A) 12,789 3,244 16,033 14,540

Interest expense (Notes A and 1) (31,347) (31,347) (31,736)

Net Income $ 5,581 $ 36,403 $ 41,984 $ 44,665

The accompanying notes are an integral part of these financial statements.
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EMENTS OF CHANGES in Fund F n ii i t v 1

For the yearstuul hiwFin 1QQA
ENDED
AND 1 995

Total

Fund

Equity(in thousands)

Accumulated

Fund equity

PFC

Program

Contributed

Capital

Grants-in-Aid

of Construction

Balance, June 30, 1994 $ 464,270 $ 15,057 $ 107,600 $ 586,927

Net income 1 1,905 32,760 44,665

Contributed capital, grants-in-aid

of construction (Note A) —
1 7,994 17,994

Transfer of depreciation to

contributed capital 6,293 (6,293)

Balance, June 30, 1995 482,468 47,817 119,301 649,586

Net income 5,581 36,403 41,984

Contributed capital, grants-in-aid

of construction (Note A) — — 11,164 1 1,164

Transfer of depreciation to

contributed capital 6,945 (6,945)

Balance, June 30, 1 996 $ 494,994 $ 84,220 $ 123,520 $ 702,734

The accompanying notes are an integral part of these financial statements.



Statements of Cash Flow s| f ° rtheyearsendedJune30
<
1996 AND 1995

(in thousands) 1996 1995

Cash Flows from Operating Activities:

Cash received from customers $ 24/,905 $ 236,577

Cash payments:

To vendors for goods and services (97,038) (91,820)

To employees for services (65,503) (59,777)

Payments in lieu of taxes (10,236) (6,409)

k l i 1 'III i* ***
Net cash provided by operating activities 75,128 78,571

Cash Flows from Capital and Related Financing Activities:

C^rnntci-in-riin nf rnn^tnirtinnVw/ 1
ul Mo III UIU \J\ LUI loll ULIIUI 1 16,599 10,618

Acquisition and construction of capital assets (127,172) (108,264)

Proceeds from sale of bonds 51,000 71,715

Proceeds from sale of equipment 15 34
I-, |

• i r lllli
Principal paid on refunded debt (72,525)

Principal paid on funded debt (9,270) (11,315)

Interest paid on funded debt (34,978) (38,340)

Payment of refunding cost (2,785)

Proceeds from passenger facility charges 33. '94 28,896

Net cash used for capital and related financing activities (70,612) (121,966)

Cash Flows from Investing Activities:

Purchases of investments (1,843,145) (1,786,842)

Proceeds from sale and maturities of investments 1,844,744 1,829,295

Interest earned on investments 16,565 11,417

Net cash provided by investing activities 18,164 53,870

Net Increase in Cash and Cash Equivalents 22,680 10,475

Cash and Cash Equivalents, Beginning of Year 76,259 65,784

Cash and Cash Equivalents, End of Year $ 98,939 $ 76,259

The accompanying notes are an integral part of these financial statements.



Statements of Cash Flows For the years ended
June 30, 1996 and 1995 CONTINUED

(in fhni i^nnnO 1 996 1 995

Reconciliation of Net Income to Net Cash

Provided by Operating Activities:

Mpt i nrnmp
1 NCI 1 1 ILkJI 1 IC H 41 984 $ 44 665

Less: income on investments (16,033) (14,540)

proceeds from passenger facility charge (33,159) (31,187)

AUU. llllCiCDl CAUCi i jC 11 ?47 31 736

fnnml/ n<ic; nn p nf pmnnmpntUUII 1 / IUjj \J\ \ OUIC VJ 1 CUUIUI 1 ICI II (5) 1,137

$ 24,134 $ 31 81

1

Adjustments to Reconcile Operating Income to Net

Cacu Ppfwincn ry opfdatina Activitifc*\» m j n r ku v i u c u d i v./ r c n h i i ni \j n v I I v I I led*

Depreciation and amortization 48,534 46,317

Provision for uncollectible accounts (514) (800)

Change in assets and liabilities

(lncrease)/Decrease in accounts receivable (1,291) 3,542

Increase in prepayments and other assets [o/y] IA TDD

Increase in accounts payable and accrued expenses 3,003 4,646

Increase in accrued compensated absences 1,180 1,311

DorroncD in c\rrr\ ifto noncmn /~r>c+L/CCICUoC Ml ULt.1 ucu pciibiun LUS>1 (569) (5371

lncrease/(decrease) in deferred income 1,530
(
3,418)

Total adjustments 50,994 46,760

Net Cash Provided by Operating Activities: $ 75,128 S 78,571

Non-Cash Activities

Unamortized Loss on Refunding: $ $ 1,554

The accompanying notes are an integral part of these financial statements.
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Notes to 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, oper-

ates 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 1 978 Trust Agreement (the Trust Agreement) with the Authority's bondholders govern the dis-

position of cash revenues to the various funds established under the Trust Agreement and restrict the use of such revenues

credited to the various funds.



otes 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 construction of new facilities and debt

service. Assets to fund deferred compensation are included

under this caption (See Note C).

(2) Statements of Cash Equivalents

For purposes of the statements of cash flows, the Authority

considers all highly liquid investments (including assets

whose use is limited) with an original 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, main-

tains a self-insurance account within the operating fund.

The Authority is self-insured for certain major catastrophic

risks and worker's compensation claims, but maintains

insurance coverage for claims in excess of established lim-

its. Investments used to fund self-insurance claims are

included within "assets whose use is limited" in the accom-

panying 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 signif-

icant 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 upon 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 $2,999,000 and $3,954,000 reduced by inter-

est income of $882,000 and $1,929,000 for the years

ended June 30, 1996 and 1995, 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 certain prop-

erties at Logan Airport for fiscal years 1996 and 1995.

(10) Passenger Facility Charges

Revenues derived from the collection of passenger facility

charges (PFCs) are recognized and reported as non-oper-

ating revenue by the Authority.



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 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 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-insur-

ance 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.



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 1996 and summary 1995 revenues 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 Income

Airport Properties Properties on Invest- 1996 1995

(in thousands) Bridge Properties Maritime Development* ments Total Total

IXCVCMUCO/ 1 'CI.

1978 Pledged Revenues $ 6,118 $ 101,249 4> — 5 5 1 1 ,649 $ 119,016 $ 113,598

Non-Pledged Revenues — 111,309 J, 7 JO — 140,300 134,818

Passenger Facility

Charge (Note E) 33,159 3,244 36,403 32,760

Total 6,118 245,717 iO,UJJ S Q^ftJ, 7 JO 14,893 295,719 281,176

Operating Expenses:

Operations and

Maintenance 4,269 81,326 on nm 9 ft 1 7 — 108,415 102,293

Administration 2,416 37,933 7,286 3,334 — 50,969 44,226

Insurance 368 1 ,950 666 272 — 3,256 3,111

Pension (Note G) 194 2,473 400 112 3,179 3,028

Total 7,247 123,682 28,355 6,535 — 165,819 152,658

Excess (Deficit) of Revenues

Over Operating Expenses

Under Trust Agreement (1,129) 122,035 (5,322) (577) 14,893 129,900 128,518

Add: Self Insurance Cost (1) 410 59 31 500 207

Pension Adjustment (1) 26 438 84 21 569 537

Self Insurance Income

on Investments (3) 1,140 1,140 1,002

Less: Payments In Lieu

of Taxes (4) (451) (8,103) (1,217) (465) (10,236) (6,409)

Difference on Sale

of Equipment(2) 5 5 (1,137)

Other (4) (13) (13)

Interest Expense (4) (3,983) (20,628) (5,554) (U82) (31,347) (31,736)

Depreciation and

Amortization (4) (3,095) (33,249) (7,816) (4,374) (48,534) (46,317)

Net Income (Loss) $ (8,6321 $ 60,890 5(19,761) $ (6,546) !\ 16,033 5 41,984 S 44,665

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

(1) Expensed under Trust Agreement, not an expense under GAGAR

(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 GAGAR

26



tes to Financial Statements (continued)

C. Cash, Cash Equivalents and Investments:

The following summarizes the Authority's cash, cash equivalents and investments at June 30, 1996 by the various funds

and accounts established under the Trust Agreement with the Authority's bondholders. Summary 1995 information is also

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

Assets whose

use is limited

fin thousands) Cash Cash, Cash

Use defined for and cash Equivalents & 1996 1995

specific purposes: Equivalents Investments Investments Total Total

1978 Debt Service Fund $ $ - $ 40,781 S 40,781 $ 41,655

Operating Fund 5,466 — — 5,466 3,367

Self-insurance Account — — 20,301 20,301 18,687

Maintenance Reserve — 42,347 42,347 47,663

Payments In Lieu of Taxes — 9,220 9,220 3,577

Capital Budget 13,448 13,448 35,204

Improvement and

Extension Fund 6,425 13,767 — 20,192 46,934

1985 Interest and Sinking Fund
*

3,774

1988 Interest and Sinking Fund
* : 4,118

1990 Interest and Sinking Fund 12,558 12,558 12,275

1992 Interest and Sinking Fund 10,938 10,938 9,544

1992 Construction Fund 5,094 5,094 22,400

1993 Interest and Sinking Fund 13,975 13,975 8,900

1993 Project Fund 23 . 23 27

1995 Interest and Sinking Fund 9,039 9,039 4,682

1995 Project Fund 80 80 340

1996 Project Account 47,217 47,217

Credit Enhancement Account (Note 1) 9,846 9,846 9,684

PFC Accounts 74,440 74,440 40,705

Subtotal 11,891 13,767 309,307 334,965 313,536

Deferred Compensation (Note H) 20,842 20,842 22,850

Total $ 11,891 $ 13,767 $ 330,149 5 355,807 $ 336,386

The carrying amount of the Authority's cash deposits was $3,342,000 and $2,010,000 at June 30, 1996 and 1995,

respectively. The bank balance was $4,688,000 and $6,156,000 at June 30, 1996 and 1995, 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, 1 996 and 1 995.

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



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, 1 996, exclud-

ing cash and investments held for purposes of deferred compensation ($20,842,000 and $22,850,000 at June 30, 1996

and 1995 respectively, see note H). $ummary 1995 information is also presented.

Carrying Market

(in thousands) Amount Value

C prtifirntpc; nf Dpno'sitC 1 1 1 1 1 \,\J 1 Cj Ul i—' LJW o 1

1

$ 100 $ i nn

Repurchase Agreements on AQQ/U,007 on ^qozU,ooy

yj.o. uovci ninciii ocluntics.

Treasury Notes 85,122 85,214

Treasury Bills 9,739 9,707

Federal Farm Credit (FFC) 21,678 21,678

Federal National Mortgage Association (FNMA) 51,769 51,758

Federal Home Loan Bank (FHLB) 64,149 64,163

Federal Home Loan Mortgage Corp. (FHLMC) 77,321 77,314

Total U.$. Government & Agency $ecurities 309,778 309,834

Fidelity U.$. Treasury Income Portfolio Mutual Fund 1,056 1,052

Total investments 331,623 331,675

Cashjn bank 3,342 3,342

Total at June 30, 1 996 $ 334,965 $ 335,017

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

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 agreements are

collaterized 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.



(continued)

D. Investment in Facilities and Depreciation:

Net investment in facilities at June 30, 1996 and 1995 is comprised of:

fin thousands) 1 OOA
1 wo 1 OO^

1 77 J

Facilities completed by operation:

Airport $ 971,486 $ 913,758

bridge 111 AM
1 U/ ,zOz

rort
ocn QOQ0JU,070 TOO ATI

Investment in facilities $ 1,434,031 $ 1,320,641

Facilities completed by type:

Land and land improvements $ 112,721 $ 112,120

Bridge and bridge improvements 106,652 102,460

Buildings oz9,04/
"700 OZO/33,o6o

Runways and other paving 308,136 302,145

Machinery and equipment 77,475 70,048

1,434,031 1,320,641

Accumulated depreciation and amortization (625,810) (577,878)

808,221 742,763

Construction in progress 153,935 135,302

Net investment in facilities $962,156 $ 878,065

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 1 0 and 25 years

Port facilities - buildings and piers 25 years

Machinery and equipment 5 and 10 years



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 pas-

senger facility charge (PFC) at Logan Airport, effective November 1, 1993. PFCs 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 1 990. The Authority may collect net PFCs up to $598,800,000 for the peri-

od of November 1, 1993 through October 1, 201 1. 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.

In June 1996 the Authority submitted an application to the FAA for approval to defer submitting the application to use PFC

funds for modification of the International Gateway at Logan Airport until June 1998. In September 1996, the Authority

expects to submit an application to use (or spend) PFCs for soundproofing, the circulating roadways, and Terminal E mod-

ification, and an application to impose and use PFCs for the walkways. Assuming that the document is determined to be

complete, the record of decision granting the approval to use PFCs would be issued in 1 20 days, or by the end of January

1997.

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

project payments is as follows:

(In thousands) 1996

Total assets, PFCs $ 84,482

PFC funds expended on approved projects (7,815)

PFCs restricted but not yet expended $ 76,667



otes 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, 1996 and 1995:

(in thousands) 1996 1995

Funded debt, beginning of year $ 540,310 $ 552,435

New debt issued « 51,000 71,715

Principal paid on funded debt (9,270) (11,315)

Bonds refunded (72,525)

Funded debt, end of year $ 582,040 $ 540,310

Funded debt at June 30, 1996 and 1995 is comprised of the following:

(in fhousands)

\A/_" Li„ JWeighted

Average

Interest Rate

at June 30,

1996 1996 1995

Revenue Refunding Bonds

Series 1978 6.9% 4> 1 1,1 1 U

Series 1993 - A & B 5.1% 54,475 55,645

Series 1995 - A & B 4.1% 71,715 71,715

Revenue Bonds

Series 1990 - A 7.1% 18,300 19,535

Series 1992 -A & B 5.4% 22,305 23,650

Term Revenue Bonds 6.7% 352,035 352,035

Commercial Paper 3.6% 51,000

Total Funded Debt 582,040 540,310

Less: Unamortized loss on refunding (1,485) (1,554)

Less: Original issue discount, net of premium (8,348) (8,664)

Total $ 572,207 $ 530,092

Scheduled principal payments on funded debt are as follows:

Fiscal Year

(in thousands) Amount

1997 $ 63,855

1998 13,620

1999 14,470

2000 15,090

2001 16,055

Thereafter 458,950

Total $ 582,040



Notes to Financial Statements CONTINUED

F. Funded Debt, continued: G. Pension Costs:

In June, 1996 the Authority sold $51,000,000 of commer-

cial paper. The commercial paper is backed by a direct pay

letter of credit issued by Canadian Imperial Bank of

Commerce. The $51 ,000,000 will be used to finance road-

way and garage construction at Logan Airport as part of the

Logan 2000 program. The proceeds have been invested in

a guaranteed investment contract. The Authority expects that

the commercial paper program will be refunded with

non-AMT revenue bonds issued before June 30, 1997.

On April 18, 1995 the Authority issued $19.9 million of

Multi-Model Revenue Refunding Bonds Series A, maturing

on July 1 , 201 5 and $51 .8 million of Multi-Model Revenue

Refunding Bonds Series B, maturing on July 1, 2018 (known

in the aggregate as the "1995 Bonds"). The proceeds from

the 1 995 bonds were initially placed in an escrow account.

On July 3, 1 995 the escrow agent applied the proceeds of

the 1995 Bonds to refund the remaining outstanding portion,

approximately $72,525,000 of the 1985 and 1988 Bonds.

In prior years, the Authority defeased certain bonds by

placing the proceeds of new bonds in an irrevocable 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, 1996, the following bonds outstanding are considered

defeased:

(in thousands)

1964 Series $ 23,670

1969 Series 41,450

1971 Series 56,280

1973 Series 77,250

1982 Series 49,815

In July 1978, the Massachusetts legislature passed legisla-

tion which was enacted as Chapter 487 of the

Massachusetts Acts of 1 978 ("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 contributory retirement

system that is separate from the Massachusetts State

Employees' Retirement 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 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 retire-

ment benefits for substantially all employees of the

Authority and incidental benefits for their surviving spous-

es, 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 $49,193,000 as of January 1, 1996. Total payroll

for Authority employees was $59,896,000 for the 12

months ended June 30, 1996.

The actuarial cost method utilized to determine contribu-

tions to the Plan for the years ended December 31, 1995

and 1994 is the entry age normal-frozen initial liability

cost method.

Total Defeased Bonds $ 248,465

32



Notes to Financial Statements (continued)

G. Pension Costs, continued:

The more significant actuarial assumptions underlying the actuarial computations for the years ended December 31 , 1995

and 1994 are as follows:

Assumed rate of return on investments

Nondisabled life mortality basis

Withdrawal prior to retirement

8.0% per annum compounded annually

1983 Group Annuity basis Table for males with females set

back six years

The rates shown at the following sample ages illustrate the

withdrawal assumption

Rate of Withdrawal

Age Group 1 and 2

25

30

35

45

50

55

9.0%

5.6%

3.2%

1 .8%

1 .5%

N/A

Group 4

1 .8%

1.7%

1 .3%

.1%

N/A

N/A

Salary escalation

Rates of retirement

Retirement benefits

Postretirement cost of living increases

5.5% per annum

Group 1 and 2 employees are assumed to retire at the later

of 63 and 1 0 years of service

Group 4 employees are assumed to retire at the later of age

56 and 1 0 years of service

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

for Group 2 and Group 4

3% per annum compounded annually on the first $9,000 of

pension benefits for 1995 and 1994

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 comparisons among other Public Employee's

Retirement Systems Plans. The measure is independent of

the actuarial funding method used to determine contribu-

tions to the Plan.



Notes to Financial Statements (continued)

G. Pension Costs, continued:

At January 1 , 1 996, the assets in excess of the PBO were $36,601 ,000 determined as follows:

(in thousands)

Pension benefit obligation:

Retirees and beneficiaries currently receiving benefits, inactive members

and terminated employees entitled to benefits but not yet receiving them,

including anticipated cost of living adjustments not yet granted by the

Commonwealth's legislature $ 37,345

Current employees:

Employee financed

Employer financed-vested

Employer financed-nonvested

33,199

35,842

18,542

Total pension benefit obligation 124,928

Net assets available for benefits 161,529

Assets in excess of pension benefit obligation $ 36,601

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 56,926,301 for the

Plan year ended December 31, 1995. This includes

employee contributions of $3,822,601 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 , 1 975 and December 31 , 1983 and 8%

for employees hired after December 31,1 983 and, effective

January 1, 1988, an additional 2% of base pay over

$30,000 for those employees hired after December 31,

1978) and employer contributions of $3,103,700 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, 1995. Employer contributions consisted of (a)

$904,649 normal cost, (b) $1,789,051 amortization of the

unfunded actuarial accrued liability and (c) $410,000

funding for operating 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

1993 7.9% 8.1%

1994 7.8% 6.8%

1995 7.E% 6.3%

Significant actuarial assumptions used to com Dute 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 nine-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 in (5) Percentage

Net Assets Percentage Excess of Annual of Annual

Plan Available (2) Funded of PBO Covered Covered Payroll

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

fin thousands]

1987 $ 47,700 $ 43,661 109% $ 4,039 $ 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 1 20% 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 1 44% 39,483 38,476 103%

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

1995 161,529 124,928 1 29% 36,601 49,193 74%

Analysis of the dollar amou nts of net assets available for Public Employee Retirement System (PERS). Trends in assets

benefits, PBO and assets in excess of the PBO, in isolation, in excess of PBO and annual covered payroll are both

can be misleading. Expressing the net assets available for affected by inflation. Expressing the assets in excess of PBO

benefits as a percentage of the PBO provides one indica- as a percentage of annual covered payroll approximately

tion of the Plan's funding status on a going-concern basis. adjusts for the effects of inflation and aids analysis of

Analysis of this percentage over time indicates whether the progress made in accumulating sufficient assets to pay

system is becoming financially stronger or weaker. benefits when due.

Generally, the greater this percentage, the stronger the
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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 amortiza-

tion of past service costs which were determined as of July

1 ,
1973, over a 25-year period, commencing in 1 974. Total

pension expense so determined was $2,610,000 and

$2,491 ,000 for the years ended June 30, 1 996 and 1 995,

respectively.

In addition to providing pension benefits, the Authority pro-

vides 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 premi-

ums when paid. This expense was $1,219,000 and

$1,1 38,000 for the years ended June 30, 1 996 and 1 995,

respectively.

H. Deferred Compensation:

The Authority offers its employees a deferred compensation

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 unfore-

seeable 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 (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 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 compensation, including

income earned, were approximately $20,842,000 and

$22,850,000 at June 30, 1996 and 1995, 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 approximate-

ly $ 1 60,306,000 at June 30, 1 996.

Forward Interest Rate $wap:

In fiscal 1 993, the Authority entered into a forward interest

rate swap arrangement in the initial notional amount of

$71,715,000 which took effect on July 1, 1995 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 1 9,

1995, the Authority issued its $71,715,000 Multi-Modal

Revenue Refunding Bonds, Series 1995-Aand Series 1995-

B (the. "1995 Bonds") and on July 3, 1995, the Authority

applied the proceeds of the 1995 Bonds to redeem the

remaining 1 985 Bonds and 1 988 Bonds that were not pre-

viously 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 pro-

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

struction, which was completed in fiscal 1993, of a confer-

ence center and hotel located at Logan Airport. The Credit

Enhancement Agreement represents a guarantee by the

Authority to pay bondholders up to $9.6 million, in the event

the Borrower does not have sufficient funds (as defined) 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 1 2 months. However, any such advance,

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

Borrower, would bear interest at 10%.
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I. Contingent Liabilities and Commitments,

continued:

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 constructing a

new tunnel under Boston Harbor (the "Tunnel Project",

defined as the Third Harbor Tunnel in 1995 Mass. Acts

Chapter 102, 9(j)). This tunnel opened in December 1995.

The Tunnel Project affects the Authority in a variety of ways.

The effects include both required payments from the

Authority in return for assets of commensurate value and the

necessity of eminent domain takings or land acquisitions by

the MHD of certain real property in South Boston and

Logan Airport to accommodate the construction and opera-

tion of the Tunnel Project. On August 10, 1995, legislation

(the "Tunnel Legislation") was enacted which requires the

Authority to pay a minimum of $ 1 00 million toward the cost

of the Tunnel Project and prohibits the Authority from

increasing tolls at the Tobin Bridge prior to December 1

,

1996 or the submission of a feasibility study, whichever

occurs last. Governor Weld vetoed a provision in the Tunnel

Legislation that would have established an undefined pay-

ment by the Authority, to be determined in a future study.

In November, 1 995, an amendment (the "Amendment") to

the Tunnel Legislation was enacted which includes a require-

ment that a feasibility study be prepared to determine,

among other things, the amount and terms of the

Authority's payment towards the cost of the Tunnel Project.

The Amendment requires that the Authority make a pay-

ment which shall be, at a minimum, the $ 1 00 million noted

above (the "Capital Payment"). In addition, the Amendment

requires an annual payment from the Authority to the

Turnpike Authority for the maintenance, operation and

repair of the Tunnel Project, the amount of which will be

established in the above noted feasibility study. Each of the

Authority, Turnpike Authority and the Executive Office of

Transportation and Construction are full participants in

those portions of the feasibility study which affect the

Authority, and the agreement of a majority of such partici-

pants is required prior to submission of such portions of the

study. The Amendment also requires that the Authority

receive assets commensurate with the value of the Capital

Payment and any payment required from the Authority must

be consistent with the Authority's enabling act, trust agree-

ment, and with applicable federal aviation law. A final fea-

sibility study is being required to be submitted to the

General Court and the Governor by December 1, 1996.

There is no assurance as to the results of the final feasibili-

ty study nor the action, if any, that the Legislature will take

in response to said feasibility study.

The MHD submitted in February 1996 a finance plan (the

"February 1996 Finance Plan") to the Federal Highway

Administration, which included nine potential scenarios.

The February 1996 Financing Plan identified as most likely,

a scenario showing an estimated payment by the Authority

of $200 million. The Tunnel Project is large and complex,

and there can be no assurance that the final Finance Plan

will propose any of the scenarios set forth by the MHD. The

assets to be transferred to the Authority in exchange for the

Authority's payment have not been identified but are antic-

ipated to include roadways at the Airport which would

become a part of the Airport properties. In the opinion of

the Authority's management, said assets to be transferred

to the Authority will be commensurate with the value of the

Authority's payment as required by the Amendment.
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On October 3, 1991, the Authority and the MHD entered

into a Sale/Mitigation Agreement (the Agreement") to

establish a framework 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 effects of such acquisitions.

Mitigation will include, for example, provision of replace-

ment parking and construction of temporary roadways. In

addition, the Agreement provides that the Authority

will retain substantial rights with respect to the land acquired

by the Commonwealth, including, for example, air and

development rights over the below ground and surface por-

tions of the Tunnel Project. The Authority expects that the

acquisitions will not ultimately result in any material change

in its financial position.

Seaport Bond Bill:

The Seaport Bond Bill was enacted on February 14, 1996

and provides authorization for funding by the

Commonwealth of $15 million towards the non-federal

share of the cost of completing the Boston Harbor

Navigation Improvement Project, including without limita-

tion: the cost of dredging the Authority's deep cargo berths;

all costs associated with the preparation of the environmen-

tal studies and reports; and the costs related to the design

and relocation of the MWRA pipeline in the Chelsea Creek.

The Bond Bill requires the Authority to pay twenty-five per-

cent (25%) of the non-federally funded costs of the Project.

The Authority's estimate of the total future costs of the per-

mitted activities is approximately $8 million. A second pro-

vision of the Seaport Bond Bill will provide a mechanism for

funding improvements to the Massachusetts rail transporta-

tion network allowing rail shipment of double stack cargo

from the Allston yards in Boston to points west, which is

anticipated to encourage expanded container shipments

through the Port of Boston. The statute requires that the

Authority provide up to fifty percent (50%) of the cost of

improvements to the rail line from Framingham to the

Allston yard in Boston permitting double stack shipments, at

an estimated cost to the Authority of approximately $25 mil-

lion. Expenditure of funds will not occur until the execution

of a Master Agreement, as defined by the statute, between

the Commonwealth and theparticipating railroads.

Mitigation Agreement:

On June 30, 1993 the Authority entered into a Mitigation

Agreement with one municipality and two community orga-

nizations 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 contin-

gent 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 organiza-

tions 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 commu-

nity organizations which did not sign the Agreement, in

order to achieve more unanimity and more specific cost def-

inition. See also, discussion of agreement to stay litigation

proceedings in footnote K below.
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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

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 pas-

sengers at Logan Airport; and a tree planting portion of

$ 1 2,500, payable through fiscal 1 998. In fiscal 1 995, 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 com-

mencing 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 percentage 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 $1,500,000, increased annually by the aforesaid

index, which sum will be held in trust by the City for the ben-

efit 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 (MCP). 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 des-

ignated 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 is in compliance with MCP with regard to all sites.

The Authority expects that tenants will perform the cleanup

at a number of the sites and expects to be able to recoup a

substantial portion of the Authority's response costs from

third parties who are responsible for the contamination. In

the spring and summer of 1994 and again in March of

1 996, 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 responsi-

bility for a portion of the cleanup. It may be necessary for

the Authority to initiate 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 liability insurance

carriers who provided coverage to the Authority. Because of

the uncertainties in determining the level of cleanup that will

be ultimately necessary at many of the Logan sites coupled

with the difficulty in predicting the outcome of the Authority's

claims against responsible parties and insurance compa-

nies, at this time, the Authority cannot reasonably predict

the costs it will face to comply with the NOR letter from the

Commonwealth of Massachusetts.
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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 intends to appeal

the declaration of enforceability if necessary. In June, 1 996,

the Authority and the Plaintiffs agreed to stay further pro-

ceedings in the litigation for fifteen months, during which

time the Authority has committed to taking certain specific

actions and to enter into structured mediation with various

community groups with respect to broader airport mitiga-

tion issues raised in the contested 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 pro-

ceedings arising in the normal course of business.

Management, after reviewing all actions and proceedings

pending against or involving the Authority with legal coun-

sel, believes that the aggregate liability of loss, if any, result-

ing from the final outcome of those proceedings will not

materially affect the Authority's financial statements.

L. Leases:

The Authority leases a major portion of its Aviation and Port

Properties to various tenants. Most of these operating leas-

es provide for periodic adjustments to rental rates. In addi-

tion, 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 pay-

ments received under these provisions was approximately

$27,936,000 and $24,630,000 for 1996 and 1995,

respectively.

Minimum future rental income, excluding contingent

rentals, from noncancelable operating leases as of June 30,

1996 are:

Year Amount

(in thousands)

1997 S 23,668

1998 21,420

1999 17,926

2000 14,920

2001 13,872

Thereafter 230,588

Total $ 322,394

The Authority has also entered into operating leases as the

lessee. The following is a schedule by years of future mini-

mum rental payments under noncancelable operating leas-

es as of June 30,1996:

Year Amount

(in thousands)

1997 $ 16,157

1998 11,652

1999 6,742

2000 6,755

2001 5,418

Thereafter 62,770

Total $ 109,494

: 6£ 3 SJL
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Gross Revenues, Authority-wide

Net Income

Logan International Airport, East Boston

Total Passengers

Domestic

International

Total Pounds of Cargo and Mail

L.G. Hanscom Field, Bedford

Total Operations (Takeoffs/Landings)

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

Army Base, South Boston

Cement Handled

Waterfront Properties

Fish Pier, South Boston

Fish Processed, pounds

Fish Landed, pounds

Black Falcon Cruise Terminal, South Boston

Total Cruise Passengers (cruise season- 1996)

$296.4 million

$ 42.0 million

24.7 million

21 .3 million

3.4 million

865.9 million

186,948

25.9 million

47,353*

202,599 tons

31,637*

23,003

13,000

88,558 tons

9 million

5 million

69,082

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

affirmative action, Massport is

committed to a program of

effective affirmative action through

institutionalized procedures that

ensure equal opportunity in per-

sonnel practices, daily operations

and business transactions.

'Includes "Over the Road" volumes.



International Trade and Marketing Representatives

Massport China

Rm. 1207, 12/R, The Guangzhou

Friendship Commercial Building

#369 Huanshi East Road

Guangzhou, China 510095

Tel: Oil (8620) 8357 5761

Fax: 01 1 (8629) 8357 1070

email: gzdinah@pub.gz.gdpta.net.c

Massport Germany

Hallerstrasse 6

Suite 444

Berlin D-10587

Germany

Tel: 01 1 49 30 399 02547

Fax: 01 1 49 30 399 02548

email: MASSTRADE@contrib.com

Massport Israel

Massachusetts Trade Office

Jerusalem Convention Center

Suite 402

91060 Jerusalem

Israel

Tel: 01 1 972 2 6251 194

Fax: 01 1 972 2 6244 578

email: vita@actcom.co.il

Massport London

Ivory Gate

41 Dover Street, 2nd Floor

London W1X 3RB

England

Tel: 01 1 44 171 495 1978

Fax: 01 1 44 171 409 3053

email: massport-london@massport.

demon.co.uk

Massport Mexico

12 -7 Jorge Eliot, Polanco

Col. Polanco, 1 1560

Mexico, D.F 1 1560

Tel: 01 1 (525) 280-9688

011 (525) 280-9087

Fax: 011 (525) 281-3813

email: Fhanhausen@aol.com

Massport Singapore

Asia Quest Associates PTE Ltd.

1 61 A Telok Ayer Street

Singapore 06861

5

Tel: 01 1 (65) 323-1882

Fax: 011 (65) 323-1682

email: asiaqest@po. pacific. net. sg

INTERNATIONAL

Massport Executive Offices

State Transportation Building

Ten Park Plaza

Boston, Massachusetts 02 1 1 6-3971

USA

Tel: (617) 973-5500

Fax: (617) 973-561

1

http://www.massport.com


