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INTRODUCTION

The Massachusetts Port Authority Fiscal Year 2015 Annual Report complies with the requirements of
the Office of Performance Management Oversight created by Chapter 240 of the Acts of 2010 — An Act
Relative to Economic Development Reorganization. It includes goals set for the year and the
performance measurements by which to evaluate goals, programs, and initiatives.

AGENCY OVERVIEW

The Massachusetts Port Authority (Massport) operates an integrated transportation network that
delivers world-class safety, security, facilities, and customer services in an environmentally responsible
manner. Massport is a key economic development engine for Massachusetts and the New England
region.

The Authority was created by and exists pursuant to Chapter 465 of the Massachusetts Acts of 1956, as
amended to date and is a body politic and corporate and a public instrumentality of The
Commonwealth of Massachusetts. It is governed by a seven member board. Five members are
appointed by the Governor of Massachusetts and one is appointed (pending) by the Massachusetts
Port Authority Community Advisory Committee to staggered terms of seven years each, and the
seventh member is the Secretary of Transportation and Chief Executive Officer of the Massachusetts
Department of Transportation. Members are not compensated for their service.

The Authority’s facilities include airport properties, comprising Boston-Logan International Airport,
Worcester Regional Airport and Laurence G. Hanscom Field; the Paul W. Conley Marine Terminal; the
Black Falcon Cruise Terminal (Cruiseport Boston); and various maritime and industrial port properties,
located in Charlestown, South Boston and East Boston; and various commercial and residential
properties, located primarily in South Boston and East Boston.

MISSION STATEMENT

A world class organization of people moving people and goods — and connecting Massachusetts and
New England to the world — safely and securely and with a commitment to our neighboring
communities.
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FISCAL YEAR 2015 ANNUAL REPORT

GOALS

STRATEGY

MEASUREMENTS

1. Safety and Security

2. Customer Service

Receive annual Federal
Aviation Administration
Operating Certificate for
Massport airports.

Enhance camera coverage on
Massport owned facilities

Increase emergency
preparedness.

Build customer amenities to
improve Logan Airport and
Cruiseport Boston services.

FAA Certificates of Approval
Operating certificates received
for all three airports.

Increase camera coverage on
Massport facilities.

Added 59 new cameras to a
robust system.

Conduct exercises to address
specific emergency
preparedness needs.
Conducted five exercises.

Overhaul Massport website
Completed website usability
assessment and vendor
selection.

Reach 31.0 million passengers at
Logan Airport.

Logan reached a new all-time
high of 32.3M passengers in

FY 2014.

Start design and construction of
2,050 new Logan Parking spaces.
Began construction of a

$80 million addition to the
Logan Airport Central Parking
Garage slated to openin

FY 2016.
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GOALS STRATEGY MEASUREMENTS

2. Customer Service e Build customer amenities to e Complete the design and start
(continued) improve Logan Airport and the implementation of the
Cruiseport Boston services. Terminal E Customer Service

Enhancement program.
Began construction of the
Terminal C to E Connector.

e Digital Signage Implementation
in Terminal A, C, & E.
Digital signage installed in
Terminals A and E. Terminal E
signage to be included in
Terminal E Renovations &
Enhancement Project in FY
2016.

e Add Passport Kiosks in Terminal
E for international passengers.
30 kiosks were installed in the
Terminal E Immigrations Hall.

3. Worcester Regional Airport

e [nvest in assets to improve e CAT lll/Taxiway Planning and
commercial service and Permitting.
general aviation activities at MEPA process concluded
this Massport facility. January 2014, NEPA process

concluded March 2015, local
wetlands approval issued April
2015, and FAA approval issued
June 2015. Awaiting bids to
advance construction.

e Start and complete construction
of a new Aircraft Rescue and Fire
Fighting (ARFF) Station.

A new $5.5 million ARFF station
was opened June 2015.

OFFICE OF PERFORMANCE MANAGEMENT & OVERSIGHT — Fiscal Year 2015 Annual Report



GOALS

STRATEGY

4. Be an Economic Engine for the Commonwealth

5.

e [ncrease the number of jobs
created from construction
and investment.

e |ncrease the number of
international airlines that
service Logan Airport.

e Promote the Boston Fish Pier.

Improve Maritime Operations

e [ncrease ship container
volumes and cruise
passengers at our facilities in
the Port of Boston.

MEASUREMENTS

Job creation from construction.
Sustained an average of 614 FTE
jobs a month.

Secure new International non-
stop service at Logan.

New international services from
Aeromexico, Cathay Pacific, El
Al and Hainan Airlines started in
Q4 FY 2015.

Host 100th Anniversary of
Boston Fish Pier.
Completed.

BCEC Headquarters Hotel
Project.

Governor Baker paused the
BCEC Hotel expansion.
Massport is assessing
alternative hotel and other uses
for the site.

Number of containers serviced
at Conley Terminal.

In FY 2015, Conley serviced a
record 125,809 containers, 18%
more than budget.

Number of cruise passengers
serviced by Cruiseport Boston.
Cruiseport Boston serviced
315,030 passengers during
Cruise Season 2014, at budget.
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GOALS

STRATEGY

MEASUREMENTS

5. Improve Maritime
Operations (continued)

6. Community Collaborat

7. Hanscom Field

e [ncrease ship container
volumes and cruise
passengers at our facilities in
the Port of Boston.

ion — Be a Good Neighbor

e Enhance community
collaboration through capital
investments and other
Massport services.

e [ncrease private capital
investment and promote
stronger community dialogue

Start construction of Conley
Dedicated Freight Corridor.
Phase 1 construction of
dedicated freight road and
sound barrier on the former
Coastal Oil property was
completed.

Complete the rehabilitation of
the spray pool areas in Bremen
Street Park and East Boston
Piers Park.

Completed.

Start and complete the
construction of the North Buffer.
Completed.

Planning and environmental
support for Jet Aviation FBO
improvements.
Environmental permitting
completed.

Rectrix FBO Development.
Rectrix opened a new
80,000 sq. ft. FBO facility in
November 2014.
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GOALS STRATEGY MEASUREMENTS

8. Financial Health and Internal Controls

e Develop financial plans e Balanced budget and Five Year
necessary to maintain strong financial plan.
financial results and lower Submitted a $667 million
internal audit findings balanced budget that was
approved by the Board in June
2015.

e Maintain AA Bond Ratings.
Moody's and S&P upgraded
Massport's ratings to Aa2 and
AA, respectively. Fitch affirmed
its AA rating.

e Reduced number of internal
audit findings.
Open internal audit issues were
reduced to 39, below the goal
of 50.

CONTACTS:

Thomas P. Glynn
CEO, Massachusetts Port Authority

John Pranckevicius
CFO, Massachusetts Port Authority

Beverly Jones
Business Analysis Manager, Massachusetts Port Authority
(617) 568-1060
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INFORMATION KIOSKS
AT LOGAN AIRPORT

Massport has installed
“Information Kiosks” at Logan
Airport in order to assist our
customers. These kiosks have
easy-to-use touch screens that
orient travelers on a customized
map, directing them to their
gates, restaurants, shopping
and other amenities. Digital

Passenger Information Systems
are Massport’s latest example
of harnessing technology to
improve customer service.

& TOUCH TO BEGIN

Where is my gate?
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* TOUCH TO BEGIN

~ | Where should I shop?
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* TOUCH TO BEGIN

What should | eat?
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RECORD SNOW REMOVAL

Boston received a record 110 inches of snow in the 2014-15 winter season, breaking snowfall records

goingback to 1872. All three Massport Airports -- Logan, Worcester Regional and Hanscom Field-- were
awarded the Balchen/Post Awards for excellence in airport snow removal. At the Massport “All Hands
Meeting” in the spring, Governor Charlie Baker commended the snow removal teams on their efforts.
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November 18, 2015*

To the Members of the Massachusetts Port Authority:

[ am proud to submit the Massachusetts Port Authority’s Comprehensive
Annual Financial Report (“CAFR”) for the fiscal year ended June 30,
2015. This report, which was prepared by the Authority’s Administration
and Finance Department, presents Massport’s financial results for our
most recent fiscal year and highlights our major financial and business
accomplishments for the Massport businesses, which include Aviation,
Maritime and Real Estate.

Our record growth in airline passengers at Logan International Airport
and Conley Terminal’s record setting container activity through the Port
of Boston were major factors contributing to Massport’s positive financial
performance this year. Some highlights for the year are as follows: \

*  Logan Airport set a record by servicing more than 32 million passengers, up nearly 5% from the prior year.
This growth was driven in part by the addition of new international destinations that helped increase
international passenger volume by 12%.

*  Worcester Airport passenger volume increased significantly as this facility serviced close to 120,000
passengers, up 67% versus the partial prior year when JetBlue started service in November, 2013.

* Conley Terminal processed nearly 126,000 containers (221,000 Twenty-foot Equivalent Units or TEUs),
a 7.7% increase over the prior year.

e The Authority opened a new $32.4 million Framingham Logan Express Parking garage that contains
1,100 parking spaces, added a full year of Back Bay Logan Express shuttle service, and continued free
outbound service on the MBTA Silver Line to encourage the use of High Occupancy Vehicle travel
to and from Logan International Airport.

The healthy growth across all of our business lines helped to increase the Authority’s operating revenues by 6.5% for
the year. This strong growth as well as the record 110 inches of snow that fell in the Boston area over a five week
period required operating expenses to increase by 6%. As a result, the Authority generated operating income of
$13.4 million, or 2.0% of our total revenue, which is a measure of our financial sustainability. This financial metric
is up slightly from the previous fiscal year when we ended the year essentially at break even.

The fiscal year 2015 operating income, coupled with other capital funding resources, allowed us to build the new
Logan Express garage in Framingham noted above, make roadway and other improvements to the Rental Car Center
at Logan Airport, renovate Terminal A and expand Terminal B at Logan to better serve our growing passenger base,
make technology improvements and system upgrades to portions of Logan Airport’s consolidated checked baggage
system, and perform major capital maintenance improvements on our existing facilities throughout the year to keep
our assets in a state of good repair.

Throughout this financial report you will see examples of how Massport is investing in our businesses to support
currentand future customer demand. Inaddition to the traditional investments in our facilities, we are also deploying
innovative technologies across all of our businesses and facilities to improve our customer’s experiences such as:

*The information derived from the Authority’s audited financial statements is as of the date of such audit, September 30, 2015.
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* Automated “Info Bar” kiosks. These innovative kiosks enable our customers to find their gate, a restaurant,
a retail shop, and other items by touching a pad and scrolling to a desired destination.

* Large Screen Baggage Pick Up Displays. These display screens tell our passengers where to pick up
their luggage, provide the local weather forecast, show the available ground transportation options
including Logan Express and free MBTA Silver Line buses, and show other items that are helpful to an
arriving traveler.

* Flight Information Display Screens. At Boston’s South Station we deployed flight information display
screens so that passengers bound for Logan on the Silver Line can have up to the minute information on
the status of their flight.

* Terminal E Customs Hall Technology Corridor. At Logan Airport’s Terminal E where we welcome our
international passengers, we have added new video screens that provide information in 12 different
languages with the touch of a button to better assist our customers upon their arrival to Massachusetts.
We also now provide information on estimated wait times so our customers in the queue will know when
they can expect to reach a Customs agent, and we added new Wi-Fi service in the customs hall for
customer use to enhance their arrival process.

* Conley Terminal Container Phone App. At our Maritime business, we now provide a new phone app
that allows truck drivers waiting to pick up their containers to see exactly when their containers will be
ready. This new technology alleviates unnecessary congestion at the Conley Terminal, allows for a more
efficient container processing operation, and reduces truck idling time in the neighborhood adjacent to
the terminal.

* Consolidated Baggage Inspection System. We are always investing to improve safety and security, and a
good example of this is our enhanced $216 million Checked Baggage Inspection System, which will be
used throughout Logan Airport and will provide state-of-the-art baggage screening technology.

These are just a few examples of how Massport is investing in technology to enhance safety and security at our
facilities while also “raising the bar” in terms of customer service and convenience. Continuing to invest in our
businesses going forward and delivering sustainable financial results each year are key components of our long term
Strategic Plan.

Massport is more than a transportation agency, although that is our primary mission. We are also an
economic development agency that creates jobs and moves people and goods throughout Massachusetts and
New England. We do this with a commitment to our neighboring communities. A case in point is a recent
Massachusetts Statewide Airport Economic Impact Study commissioned by the State. This study estimated
that the airports in the state created $16.6 billion in total economic output. Of this amount, $15.1 billion or
91% of the total, and some 145,000 total jobs throughout the State were attributed to the private businesses
that utilize Massport owned facilities. The Massachusetts Port Authority and the nearly 1,200 dedicated
men and women who work each day to serve our customers are committed to executing our ten top strategic
goals that allow us to be a strong economic catalyst for the Commonwealth of Massachusetts. These goals
require us to adapt, innovate, and strategically invest in our existing facilities and plan for new projects to best
serve our customers in the future and integrate and interconnect the world in which Massport now operates.
During the past year we set several new business activity records for Logan passengers and Conley Terminal
containers and as a result we achieved sustainable financial results that are discussed in more detail hereunder. On
behalf of the Massachusetts Port Authority Board, I would like to take this opportunity to thank all of our Massport
employees for their hard work to generate the solid financial performance we are reporting for fiscal year 2015, and
would also like to thank our Administration and Finance Department for compiling this annual report.

Sincerely,

Thomas P. Glynn, Ph.D.
CEO and Executive Director
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November 18, 2015*

To the Members of the Massachusetts Port Authority:

I am pleased to submit the Comprehensive Annual Financial Report (“CAFR”) of the Massachusetts Port
Authority (the “Authority” or “Massport”) as of and for the fiscal year ended June 30, 2015. This report was
prepared by the Authority’s Administration and Finance Department. Responsibility for the accuracy of the
presented data and the complete and fair presentation, including all disclosures, rests with the Authority.
This report, in all material respects, presents fairly and discloses the Authority’s financial position, results of
operations and cash flows as of and for the year ended June 30, 2015 in accordance with the requirements of
accounting principles generally accepted in the United States of America (“GAAP”).

Certain information within the CAFR has been presented based on the accounting principles prescribed under
the Trust Agreement dated as of August 1, 1978, as amended (the “1978 Trust Agreement”), between the
Authority and U.S. Bank National Association (successor-in-interest to State Street Bank and Trust Company),
as Trustee, under the PFC Trust Agreement dated as of May 1, 1999 (the “PFC Trust Agreement”), between
the Authority and The Bank of New York Mellon, as Trustee, and under the CFC Trust Agreement dated as
of May 18, 2011 (the “CFC Trust Agreement”), between the Authority and U.S. Bank National Association,
as Trustee. The 1978 Trust Agreement, the PFC Trust Agreement and the CFC Trust Agreement collectively
are referred to as the “Trust Agreements” and the accounting thereunder is collectively referred to as “Trust
Accounting.” Specifically, information within the CAFR under the Annual Disclosure, PFC Disclosure and
CFC Disclosure tabs are presented in accordance with the respective Trust Agreements. Please see Note 2
in the notes to the financial statements as of June 30, 2015 for the reconciliation between GAAP and Trust
Accounting. In addition, tables S-4, S-5 and S-6 included in the Statistical Section of the CAFR present
historical financial information based on Trust Accounting, and should be read in connection with the audited
financial statements attached hereto.

Overview of the Massachusetts Port Authority

The Authority was created by and exists pursuant to Chapter 465 of the Massachusetts Acts of 1956, as
amended to date (the “Enabling Act”) and is a body politic and corporate and a public instrumentality of
The Commonwealth of Massachusetts (the “Commonwealth”). It is governed by a seven member board.
Five members are appointed by the Governor of Massachusetts and one is appointed by the Massachusetts
Port Authority Community Advisory Committee to staggered terms of seven years each, and the seventh
member is the Secretary of Transportation and Chief Executive Officer of the Massachusetts Department of
Transportation (“MassDOT”). Members are not compensated for their service.

Thomas P. Glynn continues to serve as CEO and Executive Director of the Authority. In this position, Mr.
Glynn is responsible for operations at Massport’s Aviation, Maritime and Real Estate businesses as well as
Massport’s customer service, safety and security activities. In addition, Mr. Glynn continues to focus on
positioning Massport to play a larger role in the global economy so that the Authority fulfills one of its primary
missions: promoting economic growth and opportunity in New England. Mr. Glynn collaborates with federal,
state and local governments and with surrounding communities impacted by Massport’s facilities to build
constructive partnerships that enhance both the transportation services Massport provides and the quality
of life of neighboring communities. The Authority’s facilities include airport properties, comprising Boston
Logan International Airport (“Logan Airport” or the “Airport”), Worcester Regional Airport (“Worcester

*The information derived from the Authority’s audited financial statements is as of the date of such audit, September 30, 2015.
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Regional Airport”) and Laurence G. Hanscom Field (“Hanscom Field”) (collectively “Aviation”); the Paul
W. Conley Marine Terminal (“Conley Terminal”); the Black Falcon Cruise Terminal (“Cruiseport Boston”);
and various maritime and industrial port properties, located in Charlestown, South Boston and East Boston
(collectively the “Port”); and various commercial and residential properties, located primarily in South Boston
and East Boston (collectively the “Real Estate”).

Logan Airport is the most active airport in New England and provides both international and domestic
commercial services. Approximately 95% of Logan domestic passengers begin or end their travel in Boston,
making it one of the highest origin-destination (“O&D?) air travel markets in the U.S. This high percentage
of O&D passengers in both the business and leisure markets is in contrast to many other major airports that
are used in large part by the airlines as connecting hubs for passengers en route to another point as their final
destination. As a result of this somewhat unique traffic base, overall activity levels at Logan are less vulnerable
to fluctuations in airline network strategies and restructurings.

Logan Airport is the primary source of the Authority’s revenues. Hanscom Field is the region’s premier general
aviation airport. Worcester Regional Airport supports the commercial service and general aviation needs
of Central Massachusetts. The Port is New England’s major port and provides a full range of services, from
cruise ship to container ship handling. In addition to operating its facilities, the Authority is committed to
providing the modern infrastructure necessary to support the transportation needs of the travelers and shippers
in Boston, the Commonwealth and New England.

The Authority operates its businesses to achieve ten primary public service objectives which are to:
1. maintain and enhance safety and security at Massport-owned facilities;

2. provide high quality standards of service, superior facilities and customer convenience to more than 32
million aviation passengers at Logan Airport, 330,500 cruise passengers at Cruiseport Boston, and
Massport’s primary shipping partners that transport nearly 126,000 containers of product through the Port;

3. maintain high employee morale throughout our diverse workforce;

4. revitalize Worcester Regional Airport, which serviced nearly 120,000 passengers and opened a new
Aircraft Rescue and Fire Fighting station;

5. operate as a strong economic engine for the Commonwealth as demonstrated by the addition of
four new year-round international destinations at Logan Airport, an increase in jobs in the South
Boston Innovation and Seaport District, and the advancement of the Massachusetts fishing and
maritime industries in our Port;

6. evaluate the Maritime operations and the impact of larger ships docking at Conley Terminal if
navigation channels are deepened;

7. be a good neighbor to the surrounding communities affected by all of our business operations;

8. operate Hanscom Airport as the premier full service general aviation facility for the region, while being
diligent towards our environmental and community responsibilities entrusted by our ownership;

9. allocate sufficient resources to build and maintain Massport’s transportation facilities which promote
local and regional economic prosperity and development today and into the future; and

10.  improve the Authority’s financial health while maintaining proper internal controls through fiscal
discipline, cost management principles and identifying areas of revenue growth to assist Massport’s
business partners to grow and create jobs.



The Authority’s business consists of three distinct operating departments: Aviation, Maritime and Real Estate.
During fiscal year 2015, the Authority generated approximately $662.9 million in operating revenues from
these departments, which represented an increase of $40.5 million or 6.5% compared to fiscal year 2014. The
increase was driven by higher parking revenues, record passenger volume at Logan Airport which boosted
concession and rental car center revenues, higher landing fees and terminal space rental revenue, higher shuttle
bus revenue and higher container revenue at the Conley Terminal. Operating expenses were approximately
$649.5 million, an increase of $36.5 million, or 6.0% from fiscal year 2014. Depreciation and amortization
expenses increased $9.4 million to $227.2 million in fiscal year 2015 mainly as a result of $225 million in
new assets placed in service as well as accelerated depreciation of a baggage system that is being replaced. Net
operating income was $13.4 million, which represented 2.0% of total revenue. Please see further discussion

in the MD&A section.

Economic Conditions and Local Economy

The Authority and its businesses continued to benefit from moderate yet steady growth in the national and
local economies. Growth in Real Gross Domestic Product (“GDP”) began accelerating in mid-2013 and was
strong during 2014. In the second quarter of 2015, real GDP increased by a healthy 3.9%. Along with a
strengthening U.S. economy, several positive factors are expected to contribute to long-term passenger gains at
Logan Airport: growth in the regional economy and its above average income base; the region’s travel-intensive
industries and Logan Airport’s attractiveness as a business air travel market for airlines, especially low cost
carriers (“LCCs”) that wish to broaden their customer base; the region’s rich cultural attractions that draw
leisure travelers; the possibilities of additional long haul services and the strong presence and expansion plans
of JetBlue. Logan Airport’s status as a major international gateway is also growing, as Cathay Pacific, El Al,
Aero Mexico and WOW all began service at Logan Airport during the past year. In addition, Hainan Airlines
initiated service to Shanghai, which is their second destination from Logan as they began service to Beijing in
the prior year.

As an O&D airport, Logan Airport has a variety of low cost and legacy carrier airlines with no one carrier
dominating the market. During fiscal year 2015, the largest airline, JetBlue accounted for 19.0% of total
landing fee and terminal rent revenues. Delta was the second largest carrier with 15.7% of total landing fee
and terminal rental revenues. While US Airways and American Airlines operated separately during fiscal year
2015 until they retired the US Airways brand in October 2015, they accounted for 17.4% of total landing fee
and terminal rent revenues on a combined basis.

Air travel demand and airport passenger traffic are strongly linked to the economic characteristics of a region.
The Boston service area includes the following attributes:

- central player in the nation’s finance, technology, biotechnology, healthcare and education sectors;

- mature market with a high per capita income (41% above the U.S. average in 2014);

- tenth largest metropolitan area in the nation as measured by population (at end of 2014);

- unemployment rate of 4.1%, well below the national average of 4.9% (14th lowest unemployment
rate among the largest 51 metropolitan areas in the nation); and

- strong tourism demand, as millions of people visit the area every year to enjoy its rich historic and
cultural heritage, attend cultural or sporting events, conduct business, visit beaches and attend
conventions at one of Boston’s convention centers.

Such favorable economic conditions contribute to the region’s sustained demand for air travel, as demonstrated
by the 32.3 million passengers who used Logan Airport in fiscal year 2015, which was a healthy 4.7% increase
over the prior year. Although Massport owns and operates other facilities important to the local economy,
Logan Airport provides the primary economic stability to the Authority.
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Major Initiatives

Strategic Plan

In fiscal year 2015, after a two-year planning process and collaboration with hundreds of experts and
stakeholders, Members of the Authority adopted the Massport Strategic Plan, a blueprint for the future that
recognizes the synergistic effects of Massport’s transportation and economic assets on the regional economy.
With the first phase of the planning process completed, the Authority now turns its attention to implementing
opportunities that support the plan’s three major initiatives: (1) invest in Massport’s airports, (2) revitalize the
maritime mission, and (3) develop and protect Massport’s real estate assets.

International Air Service

Logan Airport attracted new, long haul international services during fiscal year 2015. On May 3, 2015,
Cathay Pacific launched nonstop service to Hong Kong with connecting opportunities to over 23 destinations
in Mainland China and Southeast Asia. Aero Mexico began operating nonstop daily flights between Logan
and Mexico City on June 1, 2015. Hainan Airlines began offering three weekly nonstop flights with the
Boeing 787 Dreamliner between Logan Airport and Shanghai on June 20, 2015, complementing its existing
services to Beijing which began in June 2014. On June 28, 2015, EI Al Israel Airlines commenced three
weekly nonstop flights to Tel Aviv. These new services and the continuation of services to Beijing, Dubai, and
Istanbul, which began during the second half of fiscal year 2014, contributed to a 12% increase in Logan’s
international passenger traflic in fiscal year 2015.

Boston Harbor Dredging

The Army Corps of Engineer’s $350 million project to deepen Boston Harbor continued to advance during
fiscal year 2015. Harbor dredging to a depth of 47 feet will allow the Port of Boston to remain competitive
as larger container ships begin calling on East Coast ports after the expanded Panama Canal opens in 2016.
Maintenance dredging is expected to begin during federal fiscal year 2016 and improvement dredging to deepen
the harbor to 47 feet will follow in federal fiscal year 2017. During fiscal year 2015, the Commonwealth of
Massachusetts included $35 million of the required local match for the dredging project in its FY 2016 capital
budget and Massport included $55 million for dredging in the Authority’s FY16 and FY17 Capital Plans.

Good Neighbor Initiatives

In August 2014, the Authority and East Boston residents celebrated the opening of the $7 million Boston
Greenway Connector, a project that transformed a congested wooded area adjacent to Logan Airport into an
inviting mixed-use bicycle/pedestrian pathway for neighboring residents. During fiscal year 2015, construction
work for the Thomas J. Butler Freight Corridor and Memorial Park adjacent to Conley Terminal in South
Boston continued. The project will improve neighborhood traffic flows by redirecting trucks away from
neighborhood streets and create green space for the community. Phase 1 of the project, which included the
construction of a wall to serve as a noise and visual barrier, was completed in June 2015. Phase II construction,
which includes the creation of the 4.2-acre public park began in May 2015. Also during fiscal year 2015, the
Authority constructed a half-acre dog park in East Boston to give residents an area to walk and exercise their
dogs. The park, which officially opened in September 2015, has agility courses, pet waste stations, benches,
and separate water fountains for dogs and their owners.

Worcester Regional Airport

Nearly 120,000 passengers traveled on JetBlue’s nonstop services between Worcester Regional Airport and
Florida in fiscal year 2015, following the reinstatement of commercial airlines services at the airport in
November 2013. 'The Authority continued to invest in and upgrade facilities at Worcester by opening a new
$5.5 million Aircraft Rescue and Fire Fighting station in June 2015. The Authority is advancing a $30 million
project to upgrade Worcester’s Instrument Landing Systems (“ILS”) from a Category I to a Category III system
and Rectrix Aviation, a private fixed based operator, has constructed a $5.0 million, 27,000 square foot fixed
base operations facility that opened in November 2015.

- _________________________________________________________
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Ground Transportation —Increasing High Occupancy Vehicle (HOV) Usage

Logan Airport has one of the highest HOV mode shares among top U.S. airports. During fiscal year 2015,
the Authority continued to take steps to strengthen its commitment to HOV modes and improve customer
service. A new four-level Framingham Logan Express garage was opened in April 2015. The 1,100 space
garage doubled the number of spaces available and includes spaces reserved for alternative fuel vehicles and
four electric vehicle charging ports, as well as covered loading and unloading areas for the express buses. The
Authority also continued the Boston Back Bay Logan Express service with stops at the Hynes Convention
Center and a public transit station.

Capital Program

On February 19, 2015, the Members of the Authority approved the capital program for fiscal years 2015
through 2019 (the “FY15-FY19 Capital Program”) in the amount of $1.4 billion. The FY15-FY19 Capital
Program represents a comprehensive and coordinated capital improvement and financial master plan for all
Authority facilities. The program was developed to be consistent with the Authority’s strategic goals of meeting
growing demand at Logan, protecting the future of the Maritime container and cruise businesses and defining
the role of commercial real estate properties while maintaining strong financial management, competitive
rate structures, being a good neighbor, prioritizing security and improving customer service levels. The
FY15-FY19 Capital Program invests 70.4% in Logan Airport to fund important initiatives including existing
security challenges facing the aviation industry, maintaining and enhancing the public airfield, upgrading
Airport terminals and making improvements to the public parking facilities at the Airport. At the same time,
the Authority continues its efforts to avoid or minimize adverse local and regional impacts associated with
operations at the Airport and the Authority’s other facilities. Funding for these projects will be provided
from Massport-generated funds, FAA, TSA and other grant programs, bond proceeds, PFCs, CFCs and
third party or other non-recourse funding sources. The FY15-FY19 Capital Program invests 18.5% towards
improving Maritime facilities including a commitment to the dredging of Boston Harbor, the Conley Freight
Corridor, Commonwealth Pier pilings and Apron, and improvements to the Black Falcon Cruise Terminal.
The remaining 11.1% of the FY15-FY19 Capital Program is being invested in Hanscom Field, Worcester
Regional Airport and other Massport-owned facilities. The Authority continues to place the highest priority
on protecting its customers and making Logan Airport, Hanscom Field, Worcester Regional Airport and the
Port, as safe and secure as possible.

Federal Capital Contribution

The Authority participates in the FAAs Airport Improvement Program (“AIP”), which provides Airport and
Airway Trust Fund money for airport development, airport planning and noise abatement programs. The FAA
offers both entitlement and discretionary grants for eligible projects. AIP capital contribution in fiscal years
2015 and 2014 totaled $12.7 million and $16.8 million, respectively. AIP capital contribution represented
approximately 21.2% and 29.9% of the total Federal funding recognized during fiscal years 2015 and 2014,
respectively. During fiscal years 2015 and 2014 the Authority also received Federal funding from the TSA to
construct a new Checked Baggage Inspection System (“CBIS”) at Logan Airport totaling $42.8 million and
$37.1 million, respectively. The TSA CBIS project represented approximately 76.5% and 66.1% of the total
Federal funding recognized during fiscal year 2015 and 2014, respectively. In additional to the AIP and TSA
funding, the Authority also received Federal funding totaling $0.4 million and $2.2 million during fiscal year
2015 and 2014, respectively, for environmental and security enhancements.

Financial Policies and Practices

Internal Control Environment

The Authority’s financial statements are prepared on an accrual basis of accounting. The Authority’s
management is responsible for establishing and maintaining an internal control structure designed to ensure
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that the assets of the Authority are protected from loss, theft or misuse, and to ensure that adequate accounting
data are compiled to allow for the complete and accurate preparation of financial statements in conformity
with accounting principles generally accepted in the United States of America applicable to governmental
enterprise funds. The internal control structure is designed to provide reasonable, but not absolute, assurance
that these objectives are met.

Additionally, the Authority’s Internal Audit function maintains oversight over the key areas of the Authority’s
business and financial processes and controls. The Authority’s Internal Audit team evaluates the Authority’s
internal control structure. In addition, the Authority’s Audit and Finance Committee plays a critical role in
the oversight of the Authority’s internal control structure. This committee meets with the senior staff of the
Authority and has regular communication with the Authority’s independent auditors, Ernst & Young LLP.
Internal Audit reports directly to the Authority’s Audit and Finance Committee.

Budgetary Controls

Operating budgetary controls and evaluations are accomplished by comparing actual interim and annual
results with the budget. The Authority prepares budget and non-GAAP actual financial statements on a
monthly basis and prepares unaudited GAAP financial statements on a quarterly basis.

If significant changes occur in the amounts available from expected funding sources, or if the costs of certain
projects increase significantly, the Authority will reduce the scope of proposed projects, the overall capital
program or both. Many of the commitments within the Authority’s capital plan have already been authorized
by the Authority and extend over several years. Nevertheless, each project within its capital program is a
separate “module” that the Authority approves individually along with a separate project budget. This permits
the Authority to undertake the construction and financing of each of these additional projects independently
of other capital projects. The Authority believes that the modular design of the capital program significantly
increases its ability to make adjustments in capital spending when necessary.

Capital Financing and Debt Management

All debt must be issued pursuant to the Debt Issuance and Debt Management Policy adopted in February
2010 and most recently amended in March 2014 by the Members of the Authority. As of June 30, 2015
outstanding debt obligations of the Authority issued pursuant to the Trust Agreements totaled approximately
$1.70 billion, including subordinated revenue bonds but excluding commercial paper. Special facilities revenue
bonds issued on behalf of and payable by certain borrowers are excluded because they are not obligations of
the Authority. In fiscal year 2015, the total amount applied to pay debt service on obligations issued pursuant
to the 1978 Trust Agreement (not including subordinate obligations), the PFC Trust Agreement and the CFC
Trust Agreement aggregated $104.9 million, $22.0 million and $15.1 million, respectively.

The rating agencies continue to recognize the value of the Authority’s prudent financial management, revenue
diversity and underlying market strengths. In June 30, 2015, both Moody’s and S&P increased the Authority’s
credit rating for its revenue bonds to Aa2 and AA, respectively. Fitch afhirmed its rating of the Authority of AA.
The Authority continues to meet its debt service requirements, coverage ratios and other compliance issues
related to the Trust Agreements.

For additional information regarding the Authority’s capital financing and debt management policy please
read the MD&A section and supporting notes.

OTHER INFORMATION

Independent Audit

An audit of the Authority’s financial statements as of and for the fiscal year ended June 30, 2015 has been
completed by the Authority’s independent auditor, Ernst & Young LLP. Its report is included herein and
includes an unmodified opinion on the Authority’s financial statements.

- _____________________________________________________
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Awards

The Government Finance Officers Association (“GFOA”) awarded a Certificate of Achievement for Excellence
in Financial Reporting to the Authority for its CAFR for the fiscal year ended June 30, 2014. This was the 14th
consecutive year that the Authority has received this prestigious award. In order to be awarded a Certificate
of Achievement, a government must publish an easily readable and efficiently organized CAFR. This report
must satisfy both accounting principles generally accepted in the United States of America and applicable legal
requirements. A Certificate of Achievement is valid for a period of one year only. The Authority believes that
its current CAFR continues to meet the Certificate of Achievement program’s requirements, and it will be
submitted to the GFOA to determine its eligibility for a Certificate of Achievement for fiscal year 2015.

Acknowledgements

I would like to take this opportunity to thank the Members of the Authority and our employees for their
dedication and commitment to our mission - established more than 50 years ago - to own and operate an
integrated world-class transportation network that promotes economic growth and opportunity, enhances
the quality of life of New England residents, and protects the freedom to travel safely, securely, efficiently
and cost-effectively, while being mindful of the environmental impacts our facilities have on our surrounding
communities. Our efforts each day to provide high levels of customer service, safe, sound and reliable
infrastructure, a business climate that promotes and encourages investment in our properties, and our strong
commitment to our communities, are the characteristics that set this Authority apart. In addition, I would
like to recognize the efforts of Betsy Taylor, who recently retired after a 38- year career at the Authority. Betsy
played a key role in the production of this financial report each year, and we wish her the best in her future
endeavors. I would also like to thank all the employees of the airlines, shipping and cruise lines, and our
tenants and business partners who are also an integral part of Massport’s success. Most importantly, I would
like to thank all of our loyal customers, whom we enjoy serving each and every day.

Requests for Information

For additional information concerning the Authority, please see the Authority’s website, www.massport.com.
Financial information can be found in the Investor Relations section of the website at
http://www.massport.com/about-massport/investor-relations/. The Retirement CAFR can be found in the
Retirement Information section of the website at

http://www.massport.com/about-massport/working-at-massport/retirement-information/. Copies of the
Annual Statements prepared pursuant to Rule 15¢2-12 with respect to the Authority’s bonds issued under
the 1978 Trust Agreement, the PFC Trust Agreement and the CFC Trust Agreement for years prior to fiscal
year 2015 are available at http://www.emma.msrb.org and from the Authority. The Authority’s executive
offices are located at One Harborside Drive, Suite 200S, East Boston, Massachusetts 02128, and the main
telephone number is (617) 568-5000. Questions may be directed to John P. Pranckevicius, CPA, Director of
Administration and Finance and Secretary-Treasurer of the Massachusetts Port Authority.

Very truly yours,

s

John P. Pranckevicius, CPA
Director of Administration and Finance and Secretary-Treasurer
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AUTHORITY BOARD MEMBERS
(AS OF NOVEMBER 2015)

The Authority consists of seven Members; five appointed by the Governor of Massachusetts and one appointed
by the Massachusetts Port Authority Community Advisory Committee to staggered terms of seven years each,
and the Secretary and Chief Executive Officer of MassDOT. Members serve without compensation.

Michael P. Angelini, Chairman
L. Duane Jackson, Vice Chairman
Stephanie L. Pollack, Secretary and Chief Executive Officer of MassDOT
Lewis G. Evangelidis
Douglas M. Husid
Elizabeth Morningstar
Sean M. O’Brien

EXECUTIVE STAFF

Thomas P. Glynn, CEO and Executive Director
Elizabeth Morse, Chief of Staff
John P. Pranckevicius, Director of Administration and Finance/Secretary-Treasurer
Francis X. Anglin, Chief Information Officer
Matthew D. Brelis, Director of Media Relations
Betty J. Desrosiers, Director of Strategic and Business Planning
James P. Doolin, Chief Development Officer
Edward C. Freni, Director of Aviation
David M. Gambone, Director of Human Resources
Joris M. Jabouin, Director of Internal Audit
Danny T. Levy, Director of Strategic Communications and Marketing
José C. Massd, II1, Director of Community Relations
Catherine M. McDonald, Acting Chief Legal Counsel
George N. Naccara, Chief Security Officer
Houssam H. Sleiman, Director of Capital Programs & Environmental Affairs
Kelly B. Strong, Director of Labor Relations/Labor Counsel
Kenneth L. Turner, Director of Diversity and Inclusion/Compliance

Lisa S. Wieland, Acting Port Director
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FLIGHT INFORMATION AT SOUTH STATION

Massport has installed flight information display screens at Boston’s South Station adjacent to the area
where travelers board the Silver Line bus to Logan Airport. This technology enables passengers to have

up to the minute information about their flights.
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Report of Independent Auditors
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To the Members of the Massachusetts Port Authority:

We have audited the accompanying financial statements of the Massachusetts Port Authority
(the Authority), as of and for the years ended June 30, 2015 and 2014, and the related notes to
the financial statements, which collectively comprise the Authority’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in conformity with U.S. generally accepted accounting principles; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud
Or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States. 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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

A member firm of Ernst & Young Global Limited
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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, 2015 and 2014, and the
changes in financial position and cash flows for the years then ended in conformity with U.S.
generally accepted accounting principles.

Change in Method of Accounting for Pensions

As discussed in Note 2 to the financial statements, the Authority changed its method for
accounting and financial reporting of pensions as a result of the adoption of Governmental
Accounting Standards Board Statement No. 68, Accounting and Financial Reporting for
Pensions — an Amendment of GASB Statement No. 27, and Governmental Accounting
Standards Board Statement No. 71, Pensions, Transition for Contributions Made Subsequent to
the Measurement Date — an Amendment of GASB Statement No. 68, both effective January 1,
2013. Our opinion is not modified with respect to this matter.

Required Supplementary Information

U.S. generally accepted accounting principles require that management’s discussion and
analysis, the schedule of OPEB funding progress, the schedule of pension contributions, and the
schedule of changes in the net pension liability and related ratios, as listed in the table of
contents, be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board which considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary and Other Information
Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority’s basic financial statements. The supplementary schedules,

as listed in the table of contents, are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

A member firm of Ernst & Young Global Limited
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The supplementary schedules are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States. In our opinion, the information is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

NOILI3S TVIONVNI ——

The introductory section, statistical section, and annual disclosures, including the related
appendices, have not been subjected to the auditing procedures applied in the audit of the basic
financial statements, and, accordingly, we do not express an opinion or provide any assurance
on them.

Gt + MLLP

September 30, 2015

A member firm of Ernst & Young Global Limited




MANAGEMENT'S DISCUSSION AND ANALYSIS

INTRODUCTION AND SUMMARY

The following discussion and analysis of the activities and financial performance of the Massachusetts Port
Authority (the Authority) provides an introduction to the financial statements of the Authority for the fiscal years
ended June 30, 2015, 2014 and 2013. This discussion was prepared by management, and it should be read in
conjunction with the audited financial statements and notes that follow this section. Management has established
and maintains certain internal controls and procedures designed to ensure that the annual financial statements
are free from material misstatement and that all required disclosures are made in its annual financial statements.

The Authority owns Logan International Airport (Logan Airport), Hanscom Field, Worcester Regional
Airport (Worcester Airport), Conley Terminal, Black Falcon Terminal and various other maritime properties (the
Port). The Authority has no taxing power and is not taxpayer funded. As a self-sustaining entity, the Authority
relies on revenues collected from airline fees, parking fees, terminal, ground and other rents, concessions,
and other fees to fund operating expenses. The Authority’s operating revenues along with federal grants,
passenger facility charges (PFCs), and customer facility charges (CFCs) fund its capital expenditures. The
Authority issues revenue bonds that are secured solely by the Authority’s revenues, as defined by the 1978 Trust
Agreement, the PFC Trust Agreement and the CFC Trust Agreement, respectively. The Authority’s bonds do not
constitute a debt or a pledge of the full faith and credit of the Commonwealth of Massachusetts or of any other
political subdivision thereof. The Authority also receives Federal and State grants for specific capital projects.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Authority’s financial statements consist of: (1) the Statements of Net Position; (2) the Statements of
Revenues, Expenses and Changes in Net Position; and (3) the Statements of Cash Flows. These financial
statements have been prepared in accordance with U.S. generally accepted accounting principles as promulgated
by the Governmental Accounting Standards Board (GASB).

The comparative Statements of Net Position depict the Authority’s financial position as of a point in time,
specifically June 30, 2015, and 2014, and include all assets, deferred outflows, liabilities and deferred inflows
of the Authority. Net position represents the residual interest in the Authority’s assets and deferred outflows
after liabilities and deferred inflows are deducted. The Authority’s net position is divided into three components:
1) net investment in capital assets, 2) restricted, and 3) unrestricted. Please see Note 1 in the financial
statements attached hereto for a discussion on the Authority’s net position.

The Statements of Revenues, Expenses and Changes in Net Position report operating revenues, operating
expenses, non-operating revenue and expenses, and other changes in net position. Revenues and expenses are
categorized as either operating or non-operating based upon management’s policies as established in accordance
with definitions set forth by the GASB. Certain sources of the Authority’s revenues, including PFCs, CFCs,
investment income and capital grants are reported as non-operating revenues, and their uses are restricted and
generally are not available for operating purposes.

The Statements of Cash Flows present information showing how the Authority’s cash and cash equivalents
positions changed during the fiscal year. The Statements of Cash Flows classify cash receipts and cash payments
resulting from operating activities, capital and related financing activities, and investing activities.
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1. Logan Airport set another record passenger level in
fiscal year 2015 by servicing 32.3 million passengers, an
increase of 1.4 million passengers or 4.7% compared to
fiscal year 2014. The airport benefitted from strong growth
in domestic and international passengers with the addition
of new international services by Emirates (Dubai); Turkish

Airlines (Istanbul); Hainan Airlines (Beijing and Shanghai);
Cathay Pacific (Hong Kong); Aero Mexico (Mexico City);
and EI Al (Tel Aviv). The Authority relocated five airlines
(Alaska, Delta, JetBlue, Southwest and Sun Country)
at Logan Airport terminals to make room for growth in
international services in Terminal E.

2. Worcester Airport serviced nearly 120,000 passengers in
fiscal year 2015, a 67% increase over fiscal year 2014 due to
the start of JetBlue commercial services in November 2013 to
Orlando and Fort Lauderdale. Furthermore, in June 2015, the
Airport opened a new $55 million Aircraft Rescue and Fire
Fighting station at Worcester Airport.

3. Conley Terminal set a container record with 125,800
containers in fiscal year 2015, a 7.7% increase. Container
activity at Conley Terminal benefitted from a work slow-
down at West Coast ports, growing congestion at the Port of
New York and other East Coast ports, the addition of three
new shipping lines calling on the Port of Boston (Hanjin,
Evergreen and Maersk), and productivity gains from new
agreements with the International Longshoremen Association.

4. The Authority's Black Falcon Terminal at Cruiseport Boston
finished fiscal year 2015 with 330,500 cruise passengers and 117
cruise ships, a strong performance despite the loss of five home
port calls by the cruise ship Carnival Glory.

LOGAN AIRPORT PASSENGERS

WORCESTER AIRPORT PASSENGERS

CONLEY TERMINAL

BLACK FALCON CRUISE
TERMINAL PASSENGERS

CONTAINERS
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BUSINESS ACTIVITY HIGHLIGHTS

5. To provide a higher level of customer service and alleviate a shortage of parking spaces at Logan Airport and at the Authority-owned
Framingham Logan Express site, the Authority began construction of a 2,050-space addition to the Central Parking garage, which is
expected to be substantially complete by the end of calendar year 2015. The Authority also opened a new 1100 space parking garage and
bus passenger building in April 2015 in Framingham to enhance High Occupancy Vehicle options for its passengers.

/{,
i

Framingham Parking Garage

6. Infiscal year 2015, the Authority continued construction of an enhanced Checked Baggage Inspection System (CBIS) that will improve
the checked baggage handling process through screening area renovations and implementation of the latest screening technology. This
§216 million airport wide system is anticipated to be completed in fiscal year 2017,
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1. The Authority's operating income increased by nearly $39
million to $134 million in fiscal year 2015, a 41.0% increase
over fiscal year 2014 as total revenues exceeded total operating
expenses resulting in an overall operating income margin
percentage of 2.0% for the year.

2. The Authority earned $662.9 million in operating revenues
in fiscal year 2015, an increase of $40.5 million or 6.5% over
fiscal year 2014 due to record passengers at Logan Airport, and a
record number of containers serviced at Conley Terminal.

3. Total operating expenses were $649.5 million in fiscal year
2015, an increase of $36.5 million, or 6.0% over the prior year.
Operating expenses before depreciation and amortization were
§422.4 million, an increase of $27.2 million or 6.9% compared to
fiscal year 2014 due to increases in business activity, particularly
at Conley Terminal, and higher snow removal expenses stemming
from an unusually severe winter with record snow accumulation
of 10 inches over a five-week period. Depreciation and
amortization expenses increased $9.4 million to $227.2 million
in fiscal year 2015, primarily as a result of $225.1 million of new
assets placed into service.

4. The Authority's net position grew to $1.98 billion in fiscal year
2015, an increase of $107.4 million or 5.7% over the prior year.
The increase in net position during fiscal year 2015 is due to
operating revenues exceeding operating expenses by $134
million, income from non-operating activities of $38.1 million
and $56.0 million in capital grant revenues that were used for
facility improvements.

OPERATING INCOME
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5. In June 2015, the Authority issued S$T70.7 million of Revenue Refunding Bonds Series 2015-C. The Series C will refund all of the
Series 2005-C and is expected to achieve a net present value savings of $27.5 million or 16% of the outstanding par amount of the
refunded bonds through a direct placement with two highly rated financial institutions.
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CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

(IN MILLIONS)
FY 2015 FY 2014 $ CHANGE % CHANGE
(RESTATED)

OPERATING REVENUES $ 6629 $ 6225 $ 405 6.5%
OPERATING EXPENSES INCLUDING

DEPRECIATION AND AMORTIZATION 649.5 613.0 36.6 6.0%
OPERATING INCOME 13.4 9.5 3.9 41.0%
TOTAL NON-OPERATING REVENUES (EXPENSES), NET 38.1 35.5 2.6 1.3%
CAPITAL GRANT REVENUES 56.0 56.1 (0.2) -0.3%
INCREASE (DECREASE) IN NET POSITION 107.4 101.1 6.3 6.3%
NET POSITION, BEGINNING OF YEAR 1,87.2 1,770.1 101.1 5.7%
NET POSITION, END OF YEAR $1,978.6 $1,871.2 $ 107.4 5.7%

Note: Fiscal year 2014 results were restated to conform to GASB No. 68 standards for reporting pension costs.

FY 2014 FY 2013 $ CHANGE % CHANGE

(RESTATED)
OPERATING REVENUES § 6225 $ 5718 $ 506 8.9%
OPERATING EXPENSES INCLUDING
DEPRECIATION AND AMORTIZATION 613.0 569.4 43.5 1.6%
OPERATING INCOME 9.5 2.4 71 296.6%
TOTAL NON-OPERATING REVENUES (EXPENSES), NET 35.5 21.2 14.3 67.3%
CAPITAL GRANT REVENUES 56.1 20.2 35.9 177.4%
INCREASE (DECREASE) IN NET POSITION 101.1 43.8 57.3 130.7%
NET POSITION, BEGINNING OF YEAR AS PREVIOUSLY STATED 1,828.6 1,784.7 43.8 2.5%
CUMULATIVE EFFECT OF IMPLEMENTING GASB NO. 68 (58.5) - - -
NET POSITION, BEGINNING OF YEAR AS RESTATED 1,770.1 - - -
NET POSITION, END OF YEAR $ 1,871.2 $1,828.6 $ 426 2.3%

Detailed descriptions of operating revenues and expenses, and non-operating revenues and expenses
are described in the following sections.

The Authority’s operating revenues for fiscal year 2015 were $662.9 million, an increase of $40.5 million or
6.5% over fiscal year 2014. Aviation operations accounted for $572.4 million or 86.3% of the Authority’s total
operating revenues. Maritime generated $68.4 million in revenues representing 10.3% of operating revenues
and Real Estate produced $22.1 million in ground fees and rentals accounting for 3.3% of total revenues.

The Authority derives operating revenues from rentals, fees, concessions and operating grants. Aviation rental
revenues are earned through terminal building, non-terminal building and ground lease agreements at the
Authority’s aviation facilities: Logan Airport, Hanscom Field, and Worcester Airport. Parking revenues from
aviation operations are primarily generated from the Authority’s on-airport and off-airport parking facilities at
three Logan Express sites. Aviation fee revenues consist of revenues earned from aircraft landing fees, utility
reimbursements, and other aviation related fees including aircraft parking fees. Aviation concession revenues
are earned from airport terminal retail operations, on-airport car rental transactions, and the activities of
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ground transportation and other service providers including taxis, bus, limousine, aircraft ground handling,
and in-flight catering. Shuttle Bus revenues consist of fees earned from the Authority’s Logan Express, Back

Bay and on-airport bus operations. Maritime fees, rentals and other revenues are collected primarily from

container shipping lines, cruise ship lines and other customers that use the Authority’s Port facilities. Real
estate fees, rentals and other revenues are derived from real-estate development fees, building and ground
leases, and parking revenue from the Authority’s properties in South Boston and East Boston.

OPERATING REVENUES
(IN MILLIONS)
FY 2015 FY 2014 $ CHANGE % CHANGE
AVIATION RENTALS $ 1860 $ 1810 $ 49 2.7%
AVIATION PARKING 149.2 136.7 12.4 9.1%
AVIATION FEES 135.0 124.7 103 8.3%
AVIATION CONCESSIONS 82.7 71.8 4.8 6.2%
SHUTTLE BUS 15.7 12.3 3.4 28.0%
AVIATION OPERATING GRANTS AND OTHER 3.9 3.8 0.1 3.5%
TOTAL AVIATION REVENUES $ 5724 $ 536.3 $  36.1 6.7%
MARITIME FEES, RENTALS AND OTHER 68.4 62.2 6.2 10.0%
REAL ESTATE FEES, RENTALS AND OTHER 22.1 24.0 (1.9) 1.7%
TOTAL $ 6629 $ 6225 $ 405 6.5%
2015 OPERATING REVENUES
28% 20%
AVIATION AVIATION .
RENTALS FEES
10% 3% 2% 1%
MARITIME FEES, REAL ESTATE SHUTTLE BUS AVIATION
RENTS AND OTHER FEES, RENTS OPERATING
AND OTHER GRANTS
FY 2014 FY 2013 $ CHANGE % CHANGE
AVIATION RENTALS $ 1810 $ 1651 $§ 159 9.6%
AVIATION PARKING 136.7 132.2 4.6 3.5%
AVIATION FEES 124.7 114.4 10.4 9.1%
AVIATION CONCESSIONS 71.8 72,5 5.3 7.4%
SHUTTLE BUS 12.3 8.4 3.8 46.4%
AVIATION OPERATING GRANTS AND OTHER 3.8 25 1.2 52.0%
TOTAL AVIATION REVENUES $ 5363 $ 495.1 $ 4.2 8.3%
MARITIME FEES, RENTALS AND OTHER 62.2 56.4 5.8 10.2%
REAL ESTATE FEES, RENTALS AND OTHER 24.0 20.3 37 18.1%
TOTAL $§ 6225 $ 5718 $ 50.6 8.9%
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FISCAL YEAR 2015 COMPARED TO 2014

The Authority earned $572.4 million in revenues from its aviation operations in fiscal year 2015. Aviation
revenues grew by $36.1 million, or 6.7%, compared to the prior year. Revenues from aviation rentals were $4.9
million or 2.7% higher due to increases in airline terminal rents at Logan Airport for the recovery of operating
expenses and capital improvements, an expansion of Terminal B, and growth ininternational passengersarrivingin
Terminal E. Aviation parking revenues grew by $12.4 million, or 9.1%, primarily from a $2 increase in parking
rates at Logan Airport that went into effect July 1, 2014. Revenue from aviation fees increased by $10.3 million
and reflects an $8.2 million increase in landing fee revenues at Logan Airport, a $1.5 million increase in utility
reimbursement fees at all the aviation facilities, and a $0.3 million increase in fuel flowage fees at Hanscom
Field. Aviation concession revenues grew by $4.8 million, or 6.2%, mainly as a result of increased passenger
activity and airline services at Logan Airport which contributed to higher revenues from on-airport rental cars, in-
terminal concessions and ground transportation and other commercial service providers. Revenue from the
Authority’s Shuttle Bus operations increased by $3.4 million compared to fiscal year 2014 from a full-year of
on-airport shuttle bus operations which began servicing the Rental Car Center and terminals at Logan Airport in
September 2013, a full-year of the Back Bay Shuttle Bus operation which began in April 2014, and a 2.4% increase
in passengers using shuttle bus services from three off-airport Logan Express sites. Aviation operating grants and
other revenue was $0.1 million higher than the prior fiscal year mainly due to Federal Emergency Management
Agency grant reimbursements for prior year storm events.

The Authority collected $68.4 million in fees, rentals and other income from its maritime operations in
fiscal year 2015. Maritime revenues were $6.2 million or 10.0% higher than the prior year primarily due
to a 7.7% increase in container volume at Conley Terminal.

Revenues from the Authority’s real estate activities totaled $22.1 million and reflect a decrease of $1.9
million primarily because fiscal year 2014 revenue included a one-time $2.9 million property re-financing fee
earned by the Authority.

FISCAL YEAR 2014 COMPARED TO 2013

The Authority’s operating revenues for fiscal year 2014 were $622.5 million, an increase of $50.6 million, or
8.9%. Aviation operations accounted for $536.3 million or 86.2% of the Authority’s total operating revenues.
Maritime generated $62.2 million in revenues representing 10.0% of operating revenues and real estate produced
$24.0 million in ground fees and rentals accounting for 3.9% of total revenues.

Aviation revenues increased by $41.2 million, or 8.3%, to $536.3 million in fiscal year 2014. Revenues from aviation
rentals were $15.9 million or 9.6% higher due to increases in airline terminal rents at Logan Airport for the recovery of
operating expenses and capital improvements, increased terminal space usage, and international passenger growth in
Terminal E. Revenue from aviation parking increased by $4.6 million, or 3.5%, as a result of passenger growth and
an increase in parking demand. Aviation fees grew by $10.4 million, or 9.1%, over the prior year and reflect a $6.4
million increase in Logan Airport landing fees that resulted from higher landed weights. Revenues from aviation fees
also reflects an increase in utility fees collected from airport tenants to recover costs, higher fees from aircraft parking
due to new international airline services, an insurance claim recovery in connection with the BOSFUEL fuel farm fire
at Logan Airport, and higher aviation fee revenues at Hanscom Field due to growth in business aircraft operations.

The Authority’s maritime operations generated $62.2 million in revenues in fiscal year 2014. Maritime revenues
increased by $5.8 million or 10.2% over the prior year primarily due to the 116,800 containers serviced at
Conley Terminal, a 6.0% increase over the prior fiscal year.

In fiscal year 2014, the Authority earned $24.0 million in revenues from its real estate activities, an increase of
$3.7 million or 18.1% over the prior year. The increase was due to higher rents from South Boston properties
including the property re-financing fee earned by the Authority. Revenue from parking was higher by $0.5
million due to increased commercial activity in the South Boston Seaport District and market rate.
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The following sections provide additional discussion of the Authority’s fiscal operating revenues
by business line for fiscal years 2015 and 2014.

The Authority’s aviation revenues are derived from its three airport facilities: Logan Airport, Hanscom Field
and Worcester Airport. Total aviation revenues were $572.4 million, an increase of $36.1 million or 6.7%
over fiscal year 2014.
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AVIATION REVENUES
(IN MILLIONS)

FY 2015 FY 2014
LOGAN $ 558.8 $ 524.0
HANSCOM 12.1 10.7
WORCESTER 1.6 1.6
TOTAL $ 572.4 $ 536.3

jetBlue serves both Logan and Worcester Airports

LOGAN AIRPORT REVENUES

Logan Airport generated $558.8 million in revenues in fiscal year 2015, a $34.8 million, or 6.6% increase
over last year due to a record-breaking 32.3 million passengers at Logan Airport. Revenue from Logan
Airport rentals was $179.7 million and grew by $4.0 million mainly due to a $4.4 million increase in
terminal rents which account for nearly three-quarters of rental income. An expansion of Terminal B,
which opened in spring 2014, and the growth in international passengers in Terminal E contributed to
the increase in terminal rents in fiscal year 2015.

LOGAN AIRPORT REVENUES

(IN MILLIONS)

AVIATION RENTALS § 179.7 § 1751
AVIATION PARKING 148.7 136.3
AVIATION FEES 129.1 9.2
AVIATION CONCESSIONS 81.8 71
SHUTTLE BUS 15.7 2.3
AVIATION OPERATING GRANTS AND OTHER 3.8 34
TOTAL §$ 5588  § 524.0

Berkshire Farms Market concession at Logan Airport




During fiscal year 2015, aviation collected $148.7 million in revenues from parking operations at Logan
Airport. Parking revenues increased by $12.4 million or 9.1% primarily due to rate increases of 7.4% to
11.1% for on-airport parking that went into effect July 1, 2014. Parking exits at Logan Airport parking
facilities also increased by 0.7% to 2.62 million compared to the prior year.

Logan Airport generated $129.1 million from aviation fees an increase of $9.8 million or 8.3% compared
to fiscal year 2014. Aviation fees at Logan Airport primarily consist of aircraft landing fees and utility fees, in
addition to other miscellaneous fees. In fiscal year 2015, the Authority collected $101.1 million in landing fees
from scheduled and non-scheduled airlines based on the landed weight of aircraft serving Logan Airport. The
landing fee rate is determined annually based on full cost recovery to maintain the airfield at Logan Airport. An
$8.2 million increase in landing fee revenues resulted from an increase in the landing fee from $4.55 to $4.80
to recover airfield costs, as well as a 2.5% increase in landed weight. A 1.9% increase in aircraft operations,
a general shift to larger aircraft types as airlines upgraded their fleets, and Logan Airport gained several new
long-haul international services which collectively contributed to the increase in landed weights. Revenues
from utility fees increased by $1.5 million or 8.8% due to higher energy costs and increased usage during the
unusually cold winter months. Other fee revenue increased by $0.1 million as increases in aircraft operations
boosted revenues from aircraft parking and fuel flowage.

LOGAN AIRPORT AVIATION FEES

(IN MILLIONS)

LANDING FEES $ oo § 929
UTILITIES 18.3 16.8
OTHER 9.7 9.5
TOTAL $ 1291  § m9.2

The Authority earned $81.8 million from concessions at Logan Airport compared to $77.1 million in
fiscal 2014, an increase of $4.7 million or 6.1%. At Logan Airport, concession revenue is earned from on-
airport rental car operations, retail operations in the terminal buildings, ground transportation and other
services provided to passengers and airlines at the airport. During fiscal year 2015, the Authority earned
$30.3 million from rental car companies, an increase of $1.9 million or 6.6%. Strong passenger growth
contributed to the increase in rental car revenues as the number of transactions grew by 2.2% and the
average rental car sale increased by 2.5% in fiscal year 2015. Revenues from in-terminal concessions totaled
$32.6 million, an increase of $1.0 million or 3.2% compared to the prior year. This increase was mainly
due to a 9.0% increase in revenues from food/beverage and retail concessions resulting from the increase in
passengers and an expanded Terminal B, as well as an 18.6% increase in revenues from duty free concessions
resulting from a growing base of international passengers. Ground transportation and other concession revenues
also benefited from higher levels of passenger and aircraft operations and increased by $1.8 million, or 10.7%.

LOGAN AIRPORT CONCESSION FEES

(IN MILLIONS)
RENTAL CAR $ 303 § 284
IN-TERMINAL 32.6 316
GROUND TRANSPORTATION & OTHER 19.0 7.2
TOTAL s 8.8 § 77



The Authority also derives revenue from Logan Airport shuttle bus operations which include an on-airport shuttle
that links the terminal buildings, rental car center, and public transit station, as well as shuttle buses from four off-
airport Logan Express sites in the great metropolitan area. Shuttle bus revenues increased from $12.3 million in
fiscal 2014 to $15.7 million in fiscal 2015. Revenues from the on-airport shuttle bus, which began operating in
September 2013, increased by $2.8 million benefitting from passenger growth and a full 12 months of service.
Revenues from a shuttle bus operating between Logan Airport and Boston’s Back Bay neighborhood, which began
operating in April 2014, increased by $0.4 million reflecting 12 months of service. Revenues from the Logan
Express off-airport shuttle bus operations increased by $0.2 million due to a 2.4% increase in passenger ridership.

During fiscal year 2015, Logan Airport received $3.8 million in revenues from operating grants compared to
$3.4 million in the prior year. The increase in operating grant revenues is mainly attributable to the receipt
of a $0.2 million federal government reimbursement for expenses related to Hurricane Sandy which impacted
airport operations in October 2012.

HANSCOM FIELD AND WORCESTER AIRPORT REVENUES

During fiscal year 2015, Hanscom Field generated $12.1 million in revenues, an increase of $1.4 million or
13.0% compared to the prior year. Hanscom Field rental revenues increased $1.0 million mainly due to the
opening of a new fixed base operator development by Rectrix Aviation. Also, revenue from fuel flowage fees
at Hanscom Field increased by $0.3 million as a result of growth in business aircraft activity at the airport.

Worcester Airport had $1.6 million in operating revenues in fiscal year 2015, a slight decline of $67,600
compared to the prior year. Growth in passengers and airline operations contributed to growth in parking
fees, landing fees, and concession revenues, but these gains were off-set by a reduction in operating grant revenues
compared to fiscal year 2014, which reflected a $350,000 Small Community Air Service Development operating
grant from the U.S. Department of Transportation.

The Authority’s maritime lines of business include cargo container ship operations at Conley Terminal, Cruiseport
Boston at the Black Falcon Terminal, rental facilities for seafood processors and commercial parking at the
Boston Fish Pier in South Boston, and the Moran Terminal and other port properties in Charlestown which
house an automobile import/export and processing facility. In fiscal year 2015, the Authority earned $68.4
million in revenues from its maritime operations.

The container business at Conley Terminal generated $52.9 million in revenues and accounts for 77% of total
maritime revenues. The Authority collects fees from ocean shipping lines for the loading and unloading of
containers at Conley Terminal and for related services through tariffs and contracts with the shipping lines and
shippers using the Port. In fiscal year 2015, revenue from container operations increased by $5.4 million or
11.3% as Conley Terminal processed a record 125,809 containers.

MARITINE REVENUES

(IN MILLIONS)

CONTAINERS $ 529 S 415
CRUISE 6.2 6.3
SEAFOOD 4.7 4.2
AUTOPORT 4.7 4.2

TOTAL $ 68.4 $ 621
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Revenues from Cruiseport Boston operations were $6.2 million in fiscal year 2015. The Authority collects per
passenger fees as well as dockage, water and equipment rental charges from home-port and port-of-call cruise
ships that dock at Black Falcon Terminal. Fiscal year 2015 cruise revenues declined by $0.1 million, or 1.6%,
from the prior year. The decline in cruise revenues reflects a 2.3% decrease in cruise passengers primarily from
the redeployment of Carnival Cruise Lines’ Carnival Glory from the Canada-New England market to South
Florida that was partially offset by a $0.50 per passenger rate increase that took effect during the cruise season.

Seafood revenues increased from $4.2 million in fiscal year 2014 to $4.7 million in fiscal year 2015. Seafood
revenues are earned through space and ground rents from seafood processing and office tenants, commissions,
utility charges, fees and public service parking lots at the Fish Pier. The $0.5 million increase in seafood
revenues in fiscal year 2015 is mainly due to a $0.4 million increase in rental income from higher occupancy
rates and a $0.1 million increase in parking revenue from higher parking demand and a market based adjustment
to parking rates that took effect last year in the growing Seaport district.

The Autoport earned $4.7 million in fiscal year 2015, an increase of $0.5 million over the prior year. Autoport
revenues are earned from ground leases, subtenant percentage rents, commissions on fuel sales and utility
reimbursement fees. In fiscal year 2015, revenues from rents increased by $0.1 million and utility fee revenues
increased by $0.4 million due to the recovery of higher utility costs from its tenants.

The Authority’s commercial real estate line of business earns revenues from ground leases, district service fees and
parking on Authority-owned properties in South Boston, East Boston and Charlestown. Real estate generated
$22.1 million in revenues in fiscal year 2015, a decrease of $1.9 million compared to fiscal year 2014. A one-time
property refinancing fee of $2.9 million earned in fiscal year 2014 offset the $0.6 million in additional ground rent
earned from commercial properties and the $0.4 million in additional parking revenue collected from increased
parking demand and market-based rate increases in the South Boston Seaport District during fiscal year 2015.

REAL ESTATE REVENUES
(IN MILLIONS)

FY 2015 FY 2014
REAL ESTATE $ 221 $ 240

Portside at East Pier Residential and Retail complex in East Boston
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The Authority’s total operating expenses were $649.5 million, an increase of $36.5 million, or 6.0% during fiscal
year2015. Total operatingexpenses for fiscal year 2015 before depreciation and amortization were $422.4 million.
More than three-quarters of operating expenses, or $321.1 million, were for the operation and maintenance of
the Authority’s facilities. General and administrative expenses were $59.1 million or 14% of operating expenses
before depreciation and amortization. The Authority also had operating expenses of $19.3 million for payments
in lieu of taxes (PILOT), $14.8 million for pension and other post-employment benefits (OPEB), and $8.0 million
of other expenses consisting mainly of insurance costs and provision for uncollectible accounts. The Authority
also recognized $227.2 million of depreciation and amortization expenses for nearly $3 billion of capital assets.
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OPERATING EXPENSES
(IN MILLIONS)

FY 2015 FY 2014 $ CHANGE % CHANGE

(RESTATED)

AVIATION OPERATIONS AND MAINTENANCE $ 2565 $ 2372 $ 193 8.1%
MARITIME OPERATIONS AND MAINTENANCE 54.2 50.0 4.2 8.4%
REAL ESTATE OPERATIONS AND MAINTENANCE 10.4 9.5 0.9 9.5%
GENERAL AND ADMINISTRATIVE 59.1 53.8 5.3 9.9%
PAYMENTS IN LIEU OF TAXES (PILOT) 19.3 18.4 0.9 4.9%
PENSION AND OTHER POST-EMPLOYMENT BENEFITS 14.8 16.8 (2.0) -11.9%
OTHER 8.0 9.5 (1.5) -15.8%
DEPRECATION AND AMORTIZATION 221.2 217.8 9.4 4.3%
TOTAL OPERATING EXPENSES $ 649.5 $ 613.0 $ 365 6.0%

2015 OPERATING EXPENSES
EXCLUDES DEPRECIATION AND AMORTIZATION EXPENSE

61% 13%
AVIATION MARITIME ‘ ‘
o&M 0O&M
| 3% 2% 2%
PENSION & OPEB REAL ESTATE OTHER
0&M
FY 2014 FY 2013 S CHANGE % CHANGE
(RESTATED)
AVIATION OPERATIONS AND MAINTENANCE S 237.2 § 2178 S 194 8.9%
MARITIME OPERATIONS AND MAINTENANCE 50.0 46.4 3.6 71.8%
REAL ESTATE OPERATIONS AND MAINTENANCE 9.5 8.8 0.7 8.0%
GENERAL AND ADMINISTRATIVE 53.8 48.5 5.3 10.9%
PAYMENTS IN LIEU OF TAXES (PILOT) 18.4 18.1 0.3 1.7%
PENSION AND OTHER POST-EMPLOYMENT BENEFITS 16.8 23.1 (6.3) -27.3%
OTHER 95 77 18 23.4%
DEPRECATION AND AMORTIZATION 217.8 199.0 18.8 9.4%
TOTAL OPERATING EXPENSES § 613.0 $ 569.4 $ 43.6 7.7%

Note: Fiscal Year 2013 Pension and Other Post-employment Benefits expense does not reflect the changes in accounting for pension costs proscribed by GASB No. 68.




FISCAL YEAR 2015 COMPARED 10 2014

AVIATION OPERATIONS AND MAINTENANCE

In fiscal year 2015 aviation operations and maintenance expenses were $256.5 million, an increase of $19.3
million or 8.1% more than the previous year. The breakdown of aviation operations and maintenance expenses
are best described by discussing the expenses of Logan Airport, Hanscom Field, and Worcester Airport
separately as provided below.

AVIATION OPERATING AND MAINTENANCE EXPENSES

(IN MILLIONS)

FY 2015 FY 2014 FY 2013
LOGAN S 242.6 $ 225.2 $ 208.5
HANSCOM 74 1.2 6.4
WORCESTER 6.5 4.9 2.9
TOTAL $ 256.5 $ 237.2 $ 217.8

LOGAN AIRPORT OPERATIONS AND MAINTENANCE EXPENSES

Operations and maintenance expenses for Logan Airport were $242.6 million and accounted for approximately
76% of the Authority’s total operations and maintenance expenses. In fiscal year 2015, operations and
maintenance expenses for Logan Airport increased by $17.4 million, or 7.7% over the prior year. The
increase in Logan Airport’s operations and maintenance expenses is mainly related to new assets and services,
air passenger growth, and four consecutive winter storms that resulted in a record snowfall for the region.
A full year of operating the expanded Terminal B, the new Rental Car Center, the new on-airport shuttle bus
service, and the Back Bay Logan Express Shuttle Bus added $4.3 million of expenses in fiscal year 2015. The
Authority spent $3.6 million to relocate airlines, including Southwest Airlines which moved from Terminal E
to Terminal A, in order to accommodate the new international services in Terminal E. The Authority incurred
$0.5 million in expenses for overflow parking operations to manage high parking demand during peak travel
periods requiring staff to move cars to overflow lots and other locations. Contractual snow removal expenses
and additional overtime increased operations and maintenance expenses by $5.1 million compared to the prior
year. 'The Authority also spent $1.9 million on information technology to update security software, passenger
information displays and other technology systems at Logan Airport. Fees for professional services were $1.1
million higher mainly due to general marketing and destination marketing for new international cities served,
environmental consulting and other advisory services. Payroll and benefits expenses increased by $5.2 million
as a result of merit and collectively bargained wage increases, and health insurance premiums for the Authority’s
non-union and union employees.

These increases were offset by a $2.3 million reduction in environmental remediation expenses, a $1.9 million
reduction in rent expense due to the Authority’s acquisition of the Braintree Logan Express site in fiscal year
2014, and $0.1 million of savings in other miscellaneous areas.
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HANSCOM AND WORCESTER OPERATIONS AND MAINTENANCE EXPENSES

In fiscal year 2015, operations and maintenance expenses for Hanscom Field were $7.4 million, an increase of $0.2
million or 2.9% over the prior year. This increase was due to an increase in professional fees for engineering and
environmental consulting services to fulfill the Authority’s regulatory reporting requirements.

Operations and maintenance expenses for Worcester Airport increased $1.7 million or 34% to $6.5 million in
fiscal year 2015. This increase reflects the 67% increase in passengers for a full year of the new JetBlue services
and the severe winter storms. The increased passenger activity required additional security personnel which
contributed to a $0.3 million increase in law enforcement costs. Greater usage of the facility contributed to
higher spending for utilities, landscaping, information technology services and other items, adding approximately
$0.3 million of costs. Expenses for snow removal including contract plowing services, supplies, overtime, and
additional rental equipment to remove the snow added $0.6 million in expenses. In addition to snow removal,
the winter weather caused damage to roadways and equipment that required $0.2 million of repairs. Payroll
and benefits expenses increased by $0.3 million due to a combination of merit and collectively bargained wage
adjustments and additional personnel to service the increase in commercial airline passengers and aircraft operations.

MARITIME OPERATIONS AND MAINTENANCE EXPENSES

Maritime operations and maintenance expenses were $54.2 million, $4.2 million or 8.0% higher than the
prior year. 'The 7.7% increase in container volume at Conley Terminal resulted in stevedoring container
handling costs to increase $1.3 million over last year. Significant snow clearing, hauling, and melting
services to respond to the 110 inches of snow this past winter season resulted in additional costs of $2.3
million to keep Maritime facilities and public streets open. Expenses for professional services increased by
$0.7 million to provide electrical safety and preventative maintenance services, structural steel inspections
at six steel framed container cranes located at Conley Terminal, and environmental work for the former
Coastal Oil property in the Port. Utility costs for maritime increased by $0.5 million due to increased usage
and higher utility rates. Payroll and benefits expenses increased by $0.6 million due to merit and collectively
bargained wage adjustments and higher health insurance premiums. These increases were offset by a $1.2
million decrease in environmental remediation expenses.

REAL ESTATE OPERATIONS AND MAINTENANCE EXPENSES

Real Estate operations and maintenance costs were $10.4 million, $1.0 million or 10% higher than fiscal
year 2014. This increase is mainly due to $0.4 million in additional expenses for professional and consulting
fees in connection with development projects in the South Boston Seaport District. Increased commercial
activity in the Seaport District added $0.3 million in expenses for additional public safety patrols. The
Authority also incurred $0.2 million in additional costs to clear snow from its properties and an additional
$0.1 million in utility costs.

GENERAL AND ADMINISTRATIVE EXPENSES

The Authority’s general and administrative costs were $59.1 million, $5.3 million or 9.8% higher than fiscal
year 2014. The increase in general and administrative costs consists of $1.6 million in payroll and benefit
costs for administrative employees; $1.5 million for the Airline Business Incentive program; $1.3 million for
destination marketing to support new international services at Logan Airport and JetBlue services at Worcester
Airport; and $0.3 million of professional fees for services related to disaster and infrastructure resiliency planning,
a review of the Authority’s website to ensure it meets standards and best practices, and energy efficiency initiatives.
The Authority also contributed $0.6 million to the Massachusetts League of Community Health and East
Boston Neighborhood Health Centers in East Boston and Winthrop to help fund respiratory health programs
in the surrounding communities.
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The following table shows the allocation of the Authority’s general and administrative expenses
by business line for fiscal years 2015, 2014 and 2013.

GENERAL AND ADMINISTRATIVE EXPENSES

(IN MILLIONS)

FY 2015 FY 2014 FY 2013
LOGAN § 437 $ 39.0 $ 354
HANSCOM 19 2.4 2.0
WORCESTER 1.8 1.8 15
MARITIME 71 75 6.9
REAL ESTATE 46 31 2.8
TOTAL $ 59.1 $ 538 $ 485

PILOT, PENSION & OPEB AND OTHER EXPENSES

In fiscal year 2015, the Authority’s PILOT payments to the city of Boston and the town of Winthrop totaled
$19.3 million and reflect a 4.5%, or $0.8 million increase over fiscal year 2014 PILOT payments. The City of
Boston’s PILOT payments are contractually linked to the annual rise in the Consumer Price Index (CPI) and
also reflect the renewal of a new five year extension of mitigation payments to the East Boston Foundation for
new facilities being built at Logan Airport.

The Authority’s expenses for pension and OPEB were $14.8 million, a reduction of $2.0 million or 11.9%
compared to fiscal year 2014. Pension expenses were $0.5 million lower and OPEB expenses were $1.5 million
lower because high stock market returns on plan assets exceeded the plan’s actuarial benchmarks lowering the
Authority’s contributions in fiscal year 2015.

Other operating expenses totaled $8.0 million and were $1.4 million lower than the prior year due to $1.0
million of savings on property and casualty insurance premiums and a $0.4 million recovery in bad debt expense.

The following table shows the allocation of PILOT, pension, OPEB, and other expenses
by business line for fiscal years 2015, 2014 and 2013.

PILOT, PENSION, OPEB, AND OTHER EXPENSES

(IN MILLIONS)

FY 2015 FY 2014 FY 2013
LOGAN $ 353 § 373 § 40.2
HANSCOM 0.6 0.7 0.7
WORCESTER 0.5 0.5 0.7
MARITIME 42 49 5.3
REAL ESTATE 15 13 2.0
TOTAL $ 421 $ 447 $ 48.8
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DEPRECIATION AND AMORTIZATION EXPENSES

The Authority recognized $227.2 million in depreciation and amortization expenses in fiscal year 2015, an
increase of $9.4 million or 4.3% compared to fiscal year 2014. This increase is the result of $225.1 million
in new assets being placed into service, which added $13.2 million in new current year depreciation expense.
During fiscal year 2015, the Authority completed and placed into service portions of the new CBIS at a cost of
$34.0 million. This project will be fully completed and placed into service between fiscal years 2015 and 2017.
Other major projects placed into service in fiscal year 2015 include the Quick Turn Around areas and roadways
related to the Rental Car Center, at a cost of $31.2 million; the Framingham Logan Express Parking Garage,
at a cost of $32.4 million; and the renovation and improvement of Terminals A and B to serve Logan Airport’s
growing passenger volume, at a cost of $29.9 million. The Authority also recognized a $6.4 million charge to
current period depreciation expense on retired assets taken out of service and not fully depreciated in fiscal year
2015 in connection with the CBIS replacement program. The Authority also fully depreciated $83.9 million in
total assets, which lowered depreciation expense by $10.0 million in fiscal year 2015.

FISCAL YEAR 2014 COMPARED T0 2013

The Authority’s total operating expenses were $613.0 million, an increase of $43.5 million, or 7.6% compared
to fiscal year 2013. In fiscal year 2014, total operating expenses before depreciation and amortization were
$395.2 million, an increase of $24.8 million, or 6.7%, compared to fiscal year 2013. Depreciation and
amortization expenses for fiscal year 2014 were $217.8 million.

AVIATION OPERATIONS AND MAINTENANCE EXPENSES

In fiscal year 2014 aviation operations and maintenance was $237.2 million, an increase of $19.4 million, or
8.9%, more than the previous year. The breakdown of aviation operations and maintenance expenses are best
described by discussing the expenses of Logan Airport, Hanscom Field, and Worcester Airport separately, as
provided below.

LOGAN AIRPORT OPERATIONS AND MAINTENANCE EXPENSES

Operations and maintenance expenses for Logan Airport were $225.2 million, an increase of $16.7 million or
8.0% over fiscal year 2013. Approximately $6.4 million of the increase was related to the opening of the
Rental Car Center, the start of the new consolidated on-airport shuttle bus in September 2013, the new
Back Bay Shuttle Bus service, the expansion and rehabilitation of Terminal B at Logan Airport, snow removal
supplies and higher overtime expenses to accommodate parking demand at Logan Airport and the response
to the BOSFUEL jet fuel fire at the airport. The Authority also recognized a $3.5 million increase in non-
capitalized environmental cleanup costs for the demolition of hangar building 16 at Logan Airport. Employee
collectively bargained wage adjustments and increases in health insurance premiums accounted for $3.7
million in additional expenses. Utility expenses for Logan Airport increased $3.1 million due to higher usage
and increases in transmission costs.

HANSCOM AND WORCESTER OPERATIONS AND MAINTENANCE EXPENSES

In fiscal year 2014, operations and maintenance expenses for Hanscom Field totaled $7.2 million, an increase
of $0.7 million, or 11.6%, compared to fiscal year 2013. Approximately $0.4 million of this increase was
related to emergency response and facility repairs associated with the May 31, 2014 business jet aircraft accident
at Hanscom Field. Expenditures for snow removal supplies increased by $0.1 million and expenditures in
other areas including computer services and maintenance, customs service and landscaping was higher by $0.2
million compared to the prior year.
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Worcester Airport had operations and maintenance expenses of $4.9 million, an increase of $2.0 million or
67.6% over fiscal year 2013. This increase is mainly due to the re-introduction of commercial airlines services at
the airport in November 2013. Professional fees increased by $0.7 million to help establish the new JetBlue
services. Expenditures for repairs, snow removal supplies and other supplies were $0.4 million higher than the
prior year. Expenses for snow removal services increased by $0.1 million and utility costs grew by $0.1 million
as a result of higher rates and increased usage. Payroll, benefits and overtime expenses were $0.7 million higher
as a result of merit and collectively bargained wage adjustments and additional safety protocols required to
service the new commercial jet services at the airport.

MARITIME OPERATIONS AND MAINTENANCE EXPENSES

Maritime operations and maintenance expenses were $50.0 million, which was $3.5 million, or 7.6%), higher
than fiscal year 2013. The increase in maritime operations and maintenance expenses is primarily due to
the 6.0% increase in container volume at Conley Terminal, which resulted in $1.6 million in additional
stevedoring costs and contributed to $0.5 million in additional expense for the maintenance and repair of
facilities, cranes and yard equipment to keep pace with increased demand. Professional fees were $0.3 million
higher than previous year primarily due to increased expenses related to strategic planning and marketing. The
Authority also recognized $1.1 million in non-capitalized environmental remediation expenses for the Conley

Dedicated Freight Road.

REAL ESTATE OPERATIONS AND MAINTENANCE EXPENSES

Real Estate operations and maintenance costs were $9.5 million, an increase of $0.7 million or 8.0% higher
than fiscal year 2013. This increase is mainly due to a $0.4 million increase in professional fees for development
projects and strategic planning, a $0.2 million increase for salary and benefits increases and $0.1 million in
higher utility expenses related to increased usage and higher utility rates.

GENERAL AND ADMINISTRATIVE EXPENSES

During fiscal year 2014, the Authority incurred $53.8 million in general and administrative expenses, an
increase of $5.3 million or 10.9% compared to fiscal year 2013. The Authority invested $1.3 million in strategic
planning consulting work that will be used to help guide the Authority’s future Aviation, Maritime, and
Real Estate business needs, community outreach efforts, and workforce preparedness in the coming decade
and beyond. The Authority’s investment in technology added $1.2 million in one-time costs for badge
credentialing, network connectivity, uninterrupted power source upgrade, as well as new software programming
for life cycle management systems and new website development. Marketing expenses increased by $0.5 million
to support new international service at Logan Airport and the addition of JetBlue service out of Worcester
Airport. Employee wages and benefits for general and administrative employees increased $2.3 million due to
merit increases for non-represented personnel, and an increase in healthcare insurance premium rates.

PILOT, PENSION & OPEB AND OTHER EXPENSES

In fiscal year 2014, the Authority’s PILOT payments to the city of Boston and the town of Winthrop totaled
$18.4 million, a 1.7% or $0.3 million increase over fiscal year 2013 PILOT payments. The City of Boston’s
Pilot payments are contractually linked to the rise in the CPI.

Pension and OPEB payments were $16.8 million, a decrease of $6.3 million or 27.3% compared to fiscal
year 2013. 'The decrease is due to the change in method of accounting for pension plan contributions.

Other expenses in fiscal year 2014 included $9.0 million for insurance, which was a $1.0 million or 12.2%
increase over fiscal year 2013 as a result of higher property insurance premiums stemming from industry
effects of Hurricane Sandy. The provision for uncollectible accounts was $0.5 million; a $0.8 million
increase over the $0.4 million recovery recognized in fiscal year 2013 and was consistent with prior years.

__________________________________________________________________________________________________________________________________________
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DEPRECIATION AND AMORTIZATION EXPENSES

The Authority recognized $217.8 million in depreciation and amortization expense for fiscal year 2014, an
increase of $18.8 million or 9.4% compared to fiscal year 2013. 'The large increase reflects the addition of
new assets placed into service totaling $536.1 million. Major projects that became operational include the new
Rental Car Center, the renovation and improvement of Terminal B to serve United Airlines, the rehabilitation of
taxiways North Alpha and Bravo, and Logan Airport terminal curb enhancements.

The Authority recognized a net $38.1 million in non-operating revenues in fiscal year 2015, an increase
of $2.6 million, or 7.3%, over fiscal year 2014. Non-operating revenues in fiscal year 2014 were $35.5
million, an increase of $14.3 million or 67.5% over the $21.2 million recognized in fiscal year 2013.

NON-OPERATING REVENUES AND EXPENSES AND CAPITAL CONTRIBUTIONS

(IN MILLIONS)

FY 2015 FY 2014 $ CHANGE % CHANGE
PASSENGER FACILITY CHARGES $ 65.8 $ 6271 $ 3.1 4.9%
CUSTOMER FACILITY CHARGES 30.8 30.0 0.8 2.7%
INVESTMENT INCOME 74 6.6 0.8 12.1%
OTHER INCOME (£XPENSES), NET 9.8 13.0 (3.2) -24.6%
TERMINAL A DEBT SERVICE CONTRIBUTIONS (10.9) (1.8) 0.9 -1.6%
INTEREST EXPENSE (64.8) (65.0) 0.2 -0.3%
TOTAL NON-OPERATING REVENUES (EXPENSES) $ 381 $ 355 $ 26 71.3%
CAPITAL CONTRIBUTIONS $ 56.0 $ 56.1 $ (0.1 =0.2%

FY 2014 FY 2013 $ CHANGE % CHANGE
PASSENGER FACILITY CHARGES $ 62.7 $ 601 $ 2.6 4.3%
CUSTOMER FACILITY CHARGES 30.0 29.4 0.6 2.0%
INVESTMENT INCOME 6.6 8.3 (1.7 -20.5%
OTHER INCOME (EXPENSES), NET 13.0 (3.4) 16.4 -482.4%
TERMINAL A DEBT SERVICE CONTRIBUTIONS (1.8) (12.1) 0.3 -2.5%
INTEREST EXPENSE (65.0) (61.1) (3.9 6.4%
TOTAL NON-OPERATING REVENUES (EXPENSES) $ 355 $ 212 $ 143 67.5%
CAPITAL CONTRIBUTIONS $ 56.1 $ 202 $ 359 177.7%

For fiscal year 2015, PFCs were $65.8 million, a $3.1 million or 4.9% increase over last year due to increased
passenger activity at Logan Airport. Revenues from CFCs totaled $30.8 million, $0.8 million higher than
the prior year due to a 2.5% increase in rental car transaction days at Logan Airport’s Rental Car Center. The
Authority also generated $7.4 million of investment income, an increase of $0.8 million from higher interest
rates on fixed income investments and an increase in the Authority’s cash balance available for investment.
Other income (expense), which is comprised of settlement claims, gains or losses on short term investments,
any gains or losses on the sale of equipment, and any other Authority income, was $9.8 million, a decrease
of $3.2 million. Included in this is a $10.0 million capital contribution from the Terminal A Maintenance

NOILI3S TVIONVNI ——




Reserve Fund to cover the costs associated with Terminal A improvements. These funds were part of the lease
agreement with the tenant to cover such costs. Additionally, the Authority recorded a holding gain of $0.5
million at June 30, 2015 related to the fair value of its investments compared to a $1.5 million holding gain at
June 30, 2014. Also, during fiscal year 2015, the Authority continued to make a voluntary contribution of $10.9
million in PFCs to the Terminal A debt service fund to help reduce terminal rental rates. Interest expense on
long term debt was $64.8 million, a decrease of $0.2 million or 0.3% from fiscal year 2014.

For fiscal year 2014, non-operating revenues (expenses) net were $35.5 million, a $14.3 million increase over
the previous year. PFC revenues were $62.7 million, an increase of $2.6 million or 4.3% over the previous
year due to increased passenger activity. CFC revenues were $30.0 million, a $0.6 million increase over the
previous year due to increased rental car transactions at Logan Airport’s Rental Car Center. Investment income
of $6.6 million declined by $1.7 million due to low interest rates and a reduction in the Authority’s cash
balance available for investment due to funding capital projects during the year. Other income (expense)
was $13 million, a $16.4 million increase over the previous year. During fiscal year 2014, the Authority
finalized an arbitrage agreement with the Internal Revenue Service (IRS) on income received on certain
terminated guaranteed investment contracts previously held by the Authority. The settlement substantially
lowered the amount owed to the IRS and resulted in a $10.4 million gain from the reversal of an accrued
liability previously recorded by the Authority. Additionally, the Authority recorded an unrealized holding
gain of $1.5 million at June 30, 2014, which was related to the fair value of its investments compared to
a $2.8 million holding loss at June 30, 2013. During fiscal year 2014, the Authority continued to make a
voluntary contribution of $11.8 million from PFC revenues to the Terminal A debt service fund to help
reduce terminal rental rates. Interest expense on long term debt was $65.0 million, an increase of $3.9
million, or 6.4%, from fiscal year 2013. The increase in interest expense is attributed to the issuance of $116.8
million in new revenue bonds in July 2012.

CAPITAL CONTRIBUTIONS

The majority of the Authority’s capital contributions are grants awarded by the Federal Aviation Administration
(FAA) for the Airport Improvement Program (AIP) to construct runways, taxiways, apron lighting, residential
sound proofing projects, and other capital related projects, primarily at Logan Airport. The Authority also
receives capital contributions from the Department of Homeland Security, as well as grants from the Federal
Emergency Management Administration, the U.S. Department of Transportation, the Environmental
Protection Agency and the Massachusetts Executive Office of Public Safety and Security related to the Port
Security Grant Program which safeguards the Port of Boston.

Capital contributions recognized in fiscal year 2015 were $56.0 million, a decrease of $0.1 million from the
amount received in fiscal year 2014. These revenues were primarily generated from Transportation Security
Administration (TSA) reimbursements for the construction of the new CBIS at Logan Airport and the FAA
AIP grant program. The remaining projects eligible to be reimbursed by capital grants or contributions are
ongoing and are expected to be reimbursed in future years.

In fiscal year 2014, the Authority recognized capital contributions of $56.1 million, an increase of $35.9
million from the amount received in fiscal year 2013. This increase was the result of the Other Transaction
Agreement with TSA for capital contributions related to the construction of the new CBIS at Logan Airport.
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The Statements of Net Position present the financial position of the Authority at the end of each fiscal year. The
Statements include all assets, deferred outflows, liabilities and deferred inflows of the Authority. Net Position
is the difference between total assets plus deferred outflows less total liabilities and deferred inflows and is an
indicator of the current fiscal health of the Authority. A summarized comparison of the Authority’s assets,
deferred outflows, liabilities, deferred inflows and net position at June 30, 2015, 2014 and 2013 is as follows:

CONDENSED STATEMENTS OF NET POSITION FOR FY 2015 AND FY 2014

(IN MILLIONS)

FY 2015 FY 2014 $ CHANGE % CHANGE

(RESTATED)

ASSETS
CURRENT ASSETS §  794.2 § 5229 § 2n3 51.9%
CAPITAL ASSETS, NET 2,960.3 2,900.6 59.7 2.1%
OTHER NON-CURRENT ASSETS 394.9 4181 (23.2) -5.5%
TOTAL ASSETS 4,149.4 3,841.6 307.8 8.0%
DEFERRED OUTFLOWS OF RESOURCES
DEFERRED LOSS ON REFUNDING OF BONDS 7.8 20.0 2.2) 1.0%
DEFERRED LOSS ON EXPECTED VERSUS
ACTUAL PENSION PLAN EXPERIENCE 1.8 0.0 1.8 100.0%
TOTAL DEFERRED OUTFLOWS OF RESOURCES 19.6 20.0 (0.4) -2.0%
LIABILITIES
CURRENT LIABILITIES § 3250 § 307.2 § 7.8 5.8%
BONDS PAYABLE, INCLUDING CURRENT PORTION 1785.2 1,586.5 198.7 12.5%
OTHER NON-CURRENT LIABILITIES 66.5 7.3 (4.8) -6.7%
TOTAL LIABILITIES 2,176.7 1,965.0 21.7 10.8%
DEFERRED INFLOWS OF RESOURCES
DEFERRED GAIN ON PENSION PLAN INVESTMENTS 13.7 25.4 (.7 -46.1%
TOTAL DEFERRED INFLOWS OF RESOURCES 13.7 25.4 (n.m) -46.1%
TOTAL NET POSITION $ 1,978.6 $1,871.2 $ 107.4 5.7%

The Authority ended fiscal year 2015 with total assets of $4,149.4 million an increase of $307.8
million or 8.0%. This increase reflects investments in restricted assets from the Authority’s bond
sale. Deferred outflows of resources for fiscal year 2015 were $19.6 million, a $0.4 million decline
from the previous year due to the amortization of deferred loss on the refunding of bonds. The
Authority’s total assets consist primarily of capital assets, which represent approximately $2,960.3
million or 71.0% of the Authority’s total assets and deferred outflows of resources as of June 30, 2015.

The Authority’s total liabilities as of June 30, 2015 were $2,176.7 million, an increase of $211.7 million or
10.8% due to the $249.8 million bond sale the Authority executed in July 2014. The Authority’s $13.7
million deferred inflows of resources were lower by $11.7 million reflecting the reduction in the difference
between market value and actuarial value of pension plan assets. The Authority’s liabilities consist primarily of

bonds payable (including current portion), which accounted for 81.5% of the Authority’s total liabilities and
deferred inflows at June 30, 2015.

The Authority total net position for fiscal year 2015 was $1,978.6 million, a $107.4 million or 5.7% increase
over the prior year. This increase reflects the Authority’s net operating income of $13.4 million, net non-operating
income of $38.1 million and capital contributions of $56.0 million.
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CONDENSED STATEMENTS OF NET POSITION FOR FY 2014 AND FY 2013

(/N MILLIONS)

FY 2014 FY 2013 $ CHANGE % CHANGE

(RESTATED)
ASSETS
CURRENT ASSETS $ 5229 $ 503.6 $ 193 3.8%
CAPITAL ASSETS, NET 2,900.6 2,769.6 131.0 4.7%
OTHER NON-CURRENT ASSETS 418.1 499.5 (81.4) -16.3%
TOTAL ASSETS 3,841.6 3,772.7 68.9 1.8%
DEFERRED OUTFLOWS OF RESOURCES
DEFERRED LOSS ON REFUNDING OF BONDS 20.0 21.8 (1.8) -8.3%
TOTAL DEFERRED OUTFLOWS OF RESOURCES 20.0 21.8 (1.8) -8.3%
LIABILITIES
CURRENT LIABILITIES $ 3072 $ 255.0 $ 522 20.5%
BONDS PAYABLE, INCLUDING CURRENT PORTION 1,586.5 1,656.6 (70.1) -4.2%
OTHER NON-CURRENT LIABILITIES 41.6 54.3 (6.7) -12.3%
CUMULATIVE EFFECT OF GASB NO. 68 23.7 - 23.7 -
TOTAL LIABILITIES 1,965.0 1,965.9 (0.9) 0.0%
DEFERRED INFLOWS OF RESOURCES
DEFERRED GAIN ON PENSION PLAN INVESTMENTS 25.4 0.0 25.4 100.0%
TOTAL DEFERRED INFLOWS OF RESOURCES 254 0.0 25.4 100.0%
TOTAL NET POSITION $ 1,871.2 $1828.6 $ 426 2.3%

The Authority ended fiscal year 2014 with total assets of $3,841.6 million, an increase of $68.9 million or 1.8%.
The increase in total assets reflects an overall increase in capital assets placed into service and an increase in capital
contribution receivables from the TSA for the CBIS project. Deferred outflows of resources for fiscal year
2014 totaled $20 million, a $1.8 million decline from the previous year due to the amortization of deferred
loss on the refunding of bonds. The Authority’s total assets consist primarily of capital assets, which represent

approximately $2,900.6 million or 75.1% of the Authority’s total assets and deferred outflows of resources as
of June 30, 2014.

The Authority’s total liabilities were $1,965.0 million, a decrease of $0.9 million due to the payment of principal
on bonds outstanding. Deferred inflows of resources totaled $25.4 million, which was a $25.4 million increase
over the previous year and reflects the difference between market value and actuarial value of pension plan
assets. 'The Authority’s liabilities consist primarily of bonds payable (including current portion), which
accounted for 79.7% of the Authority’s total liabilities and deferred inflows at June 30, 2014.

The Authority’s total net position for fiscal year 2014 was $1,871.2 million, a $42.6 million or 2.3% increase
over the prior year. This increase reflects the Authority’s net operating income of $9.5 million, net non-operating
income of $35.5 million and capital contributions of $56.1 million. The Authority’s net position decreased
by $58.5 million from the prior year, which represents the cumulative effect of implementing GASB No. 68.
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NET POSITION

The Authority’s net position, which represents the residual interest in the Authority’s assets and deferred outflows
less the Authority’s liabilities and deferred inflows, is $1,978.6 million as of June 30, 2015, an increase of
$107.4 million, or 5.7% from fiscal year 2014. Of this amount, $1,272.3 million is net investment in
capital assets, an increase of $44.9 million compared to the fiscal year 2014 amount of $1,227.4 million.
The Authority’s restricted net position of $516.9 million as of June 30, 2015 is subject to the pledge of the
1978 Trust Agreement, the PFC Trust Agreement, the CFC Trust Agreement or custodial agreements in the
Authority’s name. The Authority’s restricted net position increased by $7.4 million as of June 30, 2015. This
increase is primarily attributable to the CFC Trust Agreement as the liabilities related to the construction of
the Rental Car Center have been paid. The Authority’s unrestricted net position for fiscal year ending June 30,
2015 was $189.5 million, an increase of $55.1 million when compared to the $134.3 million of unrestricted net
position reported in fiscal year 2014. This increase is due to the change in method of accounting for pension
contributions and additional cash generated from fiscal year 2015 operating income.

The Authority’s net position at June 30, 2014 was $1,871.2 million, an increase of $42.6 million as compared
to the $1,828.6 million reported in fiscal year 2013. The net position invested in net investment in capital
assets was $1,227.4 million for fiscal year 2014, an increase of $95.8 million compared to the fiscal year 2013
amount of $1,131.6 million. The Authority’s restricted net position totaled $509.5 million as of June 30,
2014 and was subject to the pledge of the 1978 Trust Agreement, the PFC Trust Agreement, the CFC Trust
Agreement or custodial agreements in the Authority’s name. The Authority’s restricted net position as of June
30, 2014 decreased by $5.9 million compared to the $515.4 million reported in fiscal year 2013. The decrease
is primarily attributable to the use of PFCs to reimburse the Authority for projects previously funded by the
Authority, CFC cash balances used to complete the construction of the Authority’s new Rental Car Center that
opened in the fall of 2013, offset by a settlement with the IRS related to arbitrage that generated $10.4 million in
non-operating revenue. The Authority’s unrestricted net position for fiscal year 2014 was $134.3 million, a
decrease of $47.2 million when compared to the $181.5 million of unrestricted net position reported in fiscal
year 2013. This decrease resulted from the implementation of GASB No. 68.

CAPITAL ASSETS

As of June 30, 2015 and 2014, the Authority had approximately $2,960.3 million and $2,900.6 million
of capital assets (net of depreciation), respectively. These include land, construction in process, buildings,
runways, roadways, machinery and equipment, air rights and parking rights. The Authority’s net capital
assets increased approximately $59.7 million, or 2.1% in fiscal year 2015 primarily as a result of the Authority
incurring approximately $287.7 million in capital expenditures that were offset by approximately $227.2

million in depreciation expenses and the write-off of costs associated with projects that were cancelled totaling
$0.8 million.

The Authority placed into service over $225.1 million in completed capital projects during fiscal year 2015.
The Authority completed and placed into service portions of the new CBIS at a cost of $34.0 million. This
project will be completed and placed into service between fiscal years 2015 through fiscal year 2017. The
write off of the old baggage handling and inspection equipment generated a current period expense of $6.4
million in fiscal year 2015, which is included in depreciation expense. Major projects placed into service in
fiscal year 2015 include the completion of the Quick Turn Around areas and roadways related to the Rental
Car Center at a cost of $31.2 million, the building of the Framingham Logan Express Parking Garage at a
cost of $32.4 million, and the renovation and improvement of Terminal A and B to serve the increase in

passenger volumes at a cost of $29.9 million. These projects were placed into service and contributed to
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the increase in the Authority’s capital assets. Projects under construction during fiscal year 2015 included
the CBIS, the Conley Dedicated Freight Corridor to reduce truck traffic on neighborhood streets, the West
Garage at Logan Airport, Terminal E upgrades and electrical substation upgrades.

Capital assets comprised approximately 71.0%, 75.1% and 73.0% of the Authority’s total assets and deferred
outflows of resources at June 30, 2015, 2014 and 2013, respectively. During fiscal years 2015, 2014 and,
2013, the Authority spent approximately $294.2 million, $329.3 million, and $308.7 million, respectively,
constructing new assets and improving existing assets already in service, inclusive of construction in process.

During fiscal year 2014, the Authority placed into service $536.1 million in major construction projects,
including the Logan Airport Rental Car Center which opened in September 2013, the renovation and
improvement of Terminal B to serve United Airlines, the acquisition of the Braintree Logan Express facility,
the rehabilitation of the Taxiway North Alpha and Bravo, and Curb Enhancement upgrades to better serve
High Occupancy Vehicle and the Silver Line. These projects were placed into service and contributed to the
increase in the Authority’s capital assets. Projects under construction during fiscal year 2014 included the
optimization of the CBIS, Conley Haul Road to reduce truck traffic on neighborhood streets, construction of
the Logan Express Framingham Garage and electrical substation upgrades.

During fiscal year 2013, the Authority placed into service $234.1 million in major construction projects completed
during fiscal year 2013 at Logan Airport including Runway 33L safety end improvements which installed a
larger safety area and utilizes a larger Emergency Material Arrest Systems (EMAS), the rehabilitation of Runway
15R/33L, and the Chelsea Airport By-pass Road, a dedicated truck and bus traffic route to and from the
Airport to Chelsea. These projects were placed into service and contributed to the increase in the Authority’s
capital assets. Projects under construction during fiscal year 2013 were the Rental Car Center, the renovation
and improvement of Terminal B to serve United Airlines and the optimization of the CBIS.

The Authority’s capital assets are principally funded by the proceeds of revenue bonds; Authority generated
revenues; PFCs; CFCs; and federal and state grants.

The Authority’s aviation facilities account for 90% of all capital assets. The following chart provides a breakdown
of total capital assets at June 30 2015, 2014 and 2013.

CAPITAL ASSETS BY TYPE
(IN THOUSANDS)
% CHANGE % CHANGE
FY 2015 FY 2014 FY 2013 2015-2014  2014-2013
LAND S 211,444 $ 202,699 $ 174,754 4.3% 16.0%
CONSTRUCTION IN PROGRESS 217,689 155,071 341,977 40.4% -54.7%
BUILDINGS 1,533,131 1,517,800 1,240,570 1.0% 22.3%
RUNWAYS AND OTHER PAVINGS 372,970 393,339 426,889 -5.2% -1.9%
ROADWAYS 375,002 386,666 362,085 -3.0% 6.8%
MACHINERY AND EQUIPMENT 154,183 143,249 113,078 1.6% 26.7%
AIR RIGHTS 1,265 75,605 82,555 -5.7% -8.4%
PARKING RIGHTS 24,673 26,215 21,7157 -5.9% -5.6%
CAPITAL ASSETS, NET $ 2,960,357 $2,900,644 $ 2,769,665 2.1% 4.7%
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DEBT ADMINISTRATION

The Authority’s bond sales must be approved by its Members and must comply with the rules and regulations
of the United States Treasury Department. The Authority, through its 1978 Trust Agreement, has covenanted
to maintain a debt service coverage ratio of not less than 1.25. Debt service coverage is calculated based on
a formula set forth in the 1978 Trust Agreement. Historically, the Authority has maintained a debt service
coverage ratio higher than its 1978 Trust Agreement requirement to maintain its high investment grade bond
ratings. As of June 30, 2015, 2014, and 2013, the Authority’s debt service coverage under the 1978 Trust

Agreement was 2.49, 2.65, and 2.47, respectively.

The 1999 PFC Trust Agreement requires a First Lien Sufficiency covenant ratio in excess of 1.05. As of June
30, 2015, 2014, and 2013, the Authority’s PFC First Lien Sufficiency covenant under the PFC Trust Agreement

was 5.64, 4.75, and 4.37, respectively.

The CFC Trust Agreement requires that the Authority maintain a debt service coverage ratio of at least 1.3.
As of June 30, 2015, 2014, and 2013, the CFC debt service coverage ratio was 2.42, 2.69, and 2.87, respectively.

The Authority had net bonds payable outstanding as of June 30, 2015 in the amount of approximately $1,695.8
million, a net increase of approximately $182.5 million compared to fiscal year 2014. The increase was the
result of new and refunding bonds issued during fiscal year 2015, reduced by principal payments. On July 17,
2014, the Authority issued $249.8 million of Massachusetts Port Authority Revenue Bonds in three series.
The Series 2014-A Revenue Bonds were issued in the principal amount of $45.5 million with an original
issue premium of approximately $5.6 million and coupon rates ranging from 2.0% to 5.0%. The Series 2014
B Revenue Bonds were issued in the principal amount of $48.2 million with an original issue premium of
approximately $4.8 million and coupon rates ranging from 4.0% to 5.0%. Series 2014-C Revenue Refunding
Bonds were issued in the principal amount of $156.1 million with an original issue premium of approximately
$21.7 million and coupons ranging from 2.0% to 5.0%. The aggregate difference in debt services between the
refunded Series 2003-A, 2003-C and the 2005-A bonds and the Series 2014-C refunding bonds was $23.6 million.
This refunding had an economic gain and achieved a net present value savings of $17.1 million or 10.04%.

The average annual savings for fiscal year 2015 through fiscal year 2035 was approximately $1.126 million.

On June 30, 2015, the Authority issued $170.7 million of Massachusetts Port Authority Revenue Refunding
Bonds Series 2015-C. 'The Series 2015-C Revenue Refunding Bonds were issued as two fixed rate direct
placement bonds due to mature in 2025 and 2029, respectively. This competitive bank bid process resulted
in a net present value savings of nearly $27.5 million and the proceeds were used to refund the entire outstanding
balance of the Authority’s 2005 Series-C Revenue Bonds on July 1, 2015.

The Authority had net bonds payable outstanding as of June 30, 2014 in the amount of approximately $1,510
million, a net decrease of approximately $64.4 million compared to fiscal year 2013. The decrease was the
result of principal paid during fiscal year 2014.

The Authority had net bonds payable outstanding as of June 30, 2013 in the amount of approximately $1,580
million, a net increase of approximately $19.8 million compared to fiscal year 2012. During fiscal year 2013,
the Authority issued $275.6 million of the Massachusetts Port Authority Revenue Bonds in two series. The
Series 2012 A Revenue Bonds, in the principal amount of $116.8 million were issued to finance capital
improvements to Terminals B and C, hangar upgrades, and replace substations from Terminals B and E. Due to
the “private activity” nature of the construction projects, they were sold as AMT bonds. The Series 2012 B Bonds
were refunding bonds issued in the amount of $158.8 million and were used to refund a portion of the 2003 A and
2003 C Bonds. Additionally, during fiscal year 2013, the Authority made principal payments of $75.7 million.

The Official Statements relating to the Authority’s Bond issuances are available from the Authority or by
accessing the Authority’s website.
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The following summary shows the major sources and uses of cash during the following fiscal years:

STATEMENTS OF CASH FLOWS

(IN MILLIONS)

FY 2015 FY 2014 $ CHANGE % CHANGE

(RESTATED)

NET CASH PROVIDED BY OPERATING ACTIVITIES § 2557 $ 205.1 $ 50.6 24.7%
NET CASH USED IN FOR CAPITAL AND RELATED
FINANCING ACTIVITIES (42.8) (301.0) 258.2 -85.8%
NET CASH (USED IN) PROVIDED BY INVESTING
ACTIVITIES (21.4) 743 (95.7) -128.8%
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS 191.5 (21.6) 2131 -986.6%
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 221.7 243.3 (21.6) -8.9%
CASH AND CASH EQUIVALENTS, END OF YEAR $ 4132 $ 2217 $ 1915 86.4%

FY 2014 FY 2013 $ CHANGE % CHANGE

(RESTATED)

NET CASH PROVIDED BY OPERATING ACTIVITIES § 2051 $ 1894 § 157 8.3%
NET CASH USED IN FOR CAPITAL AND RELATED

FINANCING ACTIVITIES (301.0) (238.0) (63.0) 26.5%
NET CASH PROVIDED BY INVESTING ACTIVITIES 74.3 101.4 (27.1) -26.7%
NET (DECREASE)/INCREASE IN CASH AND CASH

EQUIVALENTS (21.6) 52.8 (74.4) -140.9%
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 243.3 190.5 52.8 21.71%
CASH AND CASH EQUIVALENTS, END OF YEAR $ 2217 $ 2433 $ (21.6) -8.9%

The Authority’s cash and cash equivalents at June 30, 2015 was $413.2 million, an increase of $191.5
million, or 86.4% from the $221.7 million in cash and cash equivalents reported in fiscal year 2014. The
Authority generated $255.7 million in cash from operations during fiscal year 2015 compared to $205.1
million in the prior year, an increase of $50.6 million, or 24.7%, primarily from increased business activity
at Logan Airport and the Port. The Authority used $42.8 million in cash for capital and related financing
activities to finance the Authority’s capital program and to pay debt service expenses during the year. This is
a $258.2 million decrease in the use of cash from the $301.0 million in cash used for capital and related
financing activities in fiscal year 2014. The Authority used $21.4 million in cash from investments towards
its capital and operating needs, a decrease of $95.7 million from the amount of cash used for investing
activities in fiscal year 2014.

The Authority’s cash and cash equivalents at June 30, 2014 was $221.7 million. This is a decrease of $21.6
million, or 8.9% from the $243.3 million in cash and cash equivalents reported in fiscal year 2013. The
Authority generated $205.1 million in cash from operations during fiscal year 2014. This was $15.7 million
or 8.3% higher than the previous fiscal year’s cash provided by operating activities totaling $189.4 million.
The Authority used $301.0 million in cash for capital and related financing activities to finance the Authority’s
capital program and to pay debt service expenses during the year. This is a $63.0 million increase in the use of
cash over the $238.0 million in cash used for capital and related financing activities in fiscal year 2013. The
Authority utilized $74.3 million in cash from investments towards its capital and operating needs, an increase
of $27.1 million over the amount of cash used for investing activities in fiscal year 2013.

_________________________________________________________________________________________________________________________________________
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CONTACTING THE AUTHORITY'S FINANCIAL MANAGEMENT

For additional information concerning the Authority and the Retirement System, please see the Authority’s
website, www.massport.com. Financial information can be found by clicking on “About Massport”, and then
clicking on “Investor Relations” and “Working at Massport”. The Authority’s executive offices are located at One
Harborside Drive, Suite 2008, East Boston, Massachusetts 02128, and the main telephone number is (617) 568-
5000. Questions may be directed to John P. Pranckevicius, CPA, Director of Administration and Finance, and
Secretary-Treasurer for the Massachusetts Port Authority.
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MASSACHUSETTS PORT AUTHORITY

STATEMENTS OF NET POSITION
June 30, 2015 and 2014

(IN THOUSANDS)
2015 2014
(RESTATED)
CURRENT ASSETS:
CASH AND CASH EQUIVALENTS $ 54,568 41,696
INVESTMENTS 80,224 35,020
RESTRICTED CASH AND CASH EQUIVALENTS 358,614 180,043
RESTRICTED INVESTMENTS 177,357 169,594
ACCOUNTS RECEIVABLE
TRADE, NET 57,921 59,836
GRANTS RECEIVABLE 55,807 29,573
TOTAL RECEIVABLES (NET) 13,728 89,409
PREPAID EXPENSES AND OTHER ASSETS 9,761 1,150
TOTAL CURRENT ASSETS 794,252 522,912
NONCURRENT ASSETS:
INVESTMENTS 13,475 66,587
RESTRICTED INVESTMENTS 256,025 286,489
PREPAID EXPENSES AND OTHER ASSETS 6,320 7,318
INVESTMENT IN JOINT VENTURE 2,395 2,263
NET OPEB ASSET 56,669 55,418
CAPITAL ASSETS-NOT BEING DEPRECIATED 429,133 357,770
CAPITAL ASSETS-BEING DEPRECIATED-NET 2,531,224 2,542,874
TOTAL NONCURRENT ASSETS 3,355,241 3,318,719
TOTAL ASSETS 4,149,493 3,841,631
DEFERRED OUTFLOWS OF RESOURCES
DEFERRED LOSS ON REFUNDING OF BONDS 17,821 20,017
DEFERRED LOSS ON EXPECTED VS ACTUAL PENSION PLAN EXPERIENCE 1,771 -
TOTAL DEFERRED OUTFLOWS OF RESOURCES 19,592 20,017
CURRENT LIABILITIES:
ACCOUNTS PAYABLE AND ACCRUED EXPENSES 117,806 102,714
COMPENSATED ABSENCES 1,415 1,483
CONTRACT RETAINAGE 10,165 12,561
CURRENT PORTION OF LONG TERM DEBT 257,621 84,665
COMMERCIAL NOTES PAYABLE 150,000 150,000
ACCRUED INTEREST ON BONDS PAYABLE 35,555 35,304
UNEARNED REVENUES 10,017 5,219
TOTAL CURRENT LIABILITIES 582,579 391,946
NONCURRENT LIABILITIES:
ACCRUED EXPENSES 10,242 19,604
COMPENSATED ABSENCES 18,105 18,974
NET PENSION LIABILTY 28,209 23,687
LONG-TERM DEBT, NET 1,527,614 1,501,803
UNEARNED REVENUES 9,965 8,982
TOTAL NONCURRENT LIABILITIES 1,594,135 1,573,050
TOTAL LIABILITIES 2,176,714 1,964,996
DEFERRED INFLOWS OF RESOURCES
DEFERRED GAIN ON PENSION PLAN INVESTMENTS 13,735 25,442
TOTAL DEFERRED INFLOWS OF RESOURCES 13,735 25,442
NET POSITION
NET INVESTMENT IN CAPITAL ASSETS 1,272,2M 1,227,358
RESTRICTED
BOND FUNDS 193,825 201,754
PROJECT FUNDS 219,221 214,772
PASSENGER FACILITY CHARGES 68,016 65,951
CUSTOMER FACILITY CHARGES 12,009 1,571
OTHER PURPOSES 23,835 25,472
TOTAL RESTRICTED 516,906 509,520
UNRESTRICTED 189,459 134,332
TOTAL NET POSITION $ 1,978,636 1,871,210

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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MASSACHUSETTS PORT AUTHORITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
Years ended June 30, 2015 and 2014
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(IN THOUSANDS)
2015 2014
(RESTATED)
OPERATING REVENUES:
AVIATION RENTALS $ 185953 S 181,007
AVIATION PARKING 149,155 136,733
AVIATION SHUTTLE BUS 15,17 12,283
AVIATION FEES 135,044 124,718
AVIATION CONCESSIONS 82,662 17,838
AVIATION OPERATING GRANTS AND OTHER 3,894 3,763
MARITIME FEES, RENTALS AND OTHER 68,435 62,148
REAL ESTATE FEES, RENTS AND OTHER 22,069 23,981
TOTAL OPERATING REVENUES 662,929 622,471
OPERATING EXPENSES:
AVIATION OPERATIONS AND MAINTENANCE 256,519 231,235
MARITIME OPERATIONS AND MAINTENANCE 54,231 49,974
REAL ESTATE OPERATIONS AND MAINTENANCE 10,428 9,417
GENERAL AND ADMINISTRATIVE 59,064 53,809
PAYMENTS IN LIEU OF TAXES 19,282 18,444
PENSION AND OTHER POST-EMPLOYMENT BENEFITS 14,844 16,814
OTHER 8,005 9,454
TOTAL OPERATING EXPENSES BEFORE DEPRECIATION AND AMORTIZATION 422,373 395,207
DEPRECIATION AND AMORTIZATION 227,158 217,767
TOTAL OPERATING EXPENSES 649,531 612,974
OPERATING INCOME 13,398 9,497
NONOPERATING REVENUES AND (EXPENSES):
PASSENGER FACILITY CHARGES 65,807 62,682
CUSTOMER FACILITY CHARGES 30,768 29,963
INVESTMENT INCOME 7,405 6,642
NET INCREASE IN THE FAIR VALUE OF INVESTMENTS 527 1,976
OTHER REVENUES 10,091 10,547
SETTLEMENT OF CLAIMS - 1,792
TERMINAL A DEBT SERVICE CONTRIBUTION (10,918) (11,839)
OTHER EXPENSES (956) (1,407)
GAIN ON SALE OF EQUIPMENT 180 90
INTEREST EXPENSE (64,829) (64,973)
TOTAL NONOPERATING REVENUES (EXPENSES), NET 38,075 35,473
INCREASE IN NET POSITION BEFORE CAPITAL CONTRIBUTIONS 51,473 44,970
CAPITAL CONTRIBUTIONS 55,953 56,124
INCREASE IN NET POSITION 107,426 101,094
NET POSITION, BEGINNING OF YEAR 1,871,210 1,770,116
NET POSITION, END OF YEAR $ 1,978,636 $ 187,210

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.




MASSACHUSETTS PORT AUTHORITY

STATEMENTS OF CASH FLOWS
Years ended June 30, 2015 and 2014

(IN THOUSANDS)
2015 2014
(RESTATED)
CASH FLOWS FROM OPERATING ACTIVITIES:
CASH RECEIVED FROM CUSTOMERS AND OPERATING GRANTS $ 677,130 $ 605,183
PAYMENTS TO VENDORS (248,442) (234,742)
PAYMENTS TO EMPLOYEES (142,248) (132,927)
PAYMENTS IN LIEU OF TAXES (18,782) (18,444)
OTHER POST-EMPLOYMENT BENEFITS (12,000) (14,000)
NET CASH PROVIDED BY OPERATING ACTIVITIES 255,658 205,070
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
ACQUISITION AND CONSTRUCTION OF CAPITAL ASSETS (294,166) (329,305)
PROCEEDS FROM THE ISSUANCE OF BONDS, NET 451,842 -
PRINCIPAL PAYMENTS ON REFUNDED DEBT (170,210) -
INTEREST PAID ON BONDS AND NOTES (80,831) (73,647)
PRINCIPAL PAYMENTS ON LONG-TERM DEBT (67,790) (64,435)
PROCEEDS FROM COMMERCIAL PAPER FINANCING 33,000 76,000
PRINCIPAL PAYMENTS ON COMMERCIAL PAPER (33,000) (26,000)
TERMINAL A DEBT SERVICE CONTRIBUTION (10,918) (11,839)
PROCEEDS FROM PASSENGER FACILITY CHARGES 67,507 62,464
PROCEEDS FROM CUSTOMER FACILITY CHARGES 29,826 29,156
PROCEEDS FROM CAPITAL CONTRIBUTIONS 31,733 34,699
SETTLEMENT OF CLAIMS - 1,792
PROCEEDS FROM SALE OF EQUIPMENT 181 90
NET CASH (USED IN) CAPITAL AND RELATED FINANCING ACTIVITIES (42,826) (301,025)
CASH FLOWS FROM INVESTING ACTIVITIES:
PURCHASES OF INVESTMENTS, NET (474,551) (488,950)
SALES OF INVESTMENTS, NET 445,716 555,930
REALIZED GAIN ON SALE OF INVESTMENTS 123 428
INTEREST RECEIVED ON INVESTMENTS 1,322 6,987
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (21,390) 74,395
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS 191,442 (21,560)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 221,740 243,300
CASH AND CASH EQUIVALENTS, END OF YEAR $ 413,182 $ 221,740
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES:
CASH FLOWS FROM OPERATING ACTIVITIES:
OPERATING INCOME $ 13,398 $ 9,497
ADJUSTMENTS TO RECONCILE OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES:
DEPRECIATION AND AMORTIZATION 227,158 217,767
PROVISION / (RECOVERY) FOR UNCOLLECTIBLE ACCOUNTS 31 453
CHANGES IN OPERATING ASSETS AND LIABILITIES:
TRADE RECEIVABLES 355 (6,297)
PREPAID EXPENSES AND OTHER ASSETS 4,607 2,398
PREPAID EXPENSES AND OTHER ASSETS - LONG-TERM (1,251) (1,339)
ACCOUNTS PAYABLE AND ACCRUED EXPENSES 17,650 (4,445)
NET PENSION LIABILITY AND DEFERRED INFLOWS/OUTFLOWS (8,956) (9,316)
COMPENSATED ABSENCES (937) (965)
UNEARNED REVENUE 3,603 (2,683)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 255,658 $ 205,070
NONCASH INVESTING ACTIVITIES:
NET INCREASE IN THE FAIR VALUE OF INVESTMENTS $ 1,125 $ 720

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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MASSACHUSETTS PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2015 and 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PRACTICES

REPORTING ENTITY

The Massachusetts Port Authority (the “Authority”) is a body politic and corporate and a public instrumentality
of The Commonwealth of Massachusetts (the “Commonwealth”) created and existing pursuant to Chapter
465 of the Acts of 1956, as amended, (the “Enabling Act”). The Authority controls, operates and manages
Boston-Logan International Airport (“Logan Airport”), Laurence G. Hanscom Field, Worcester Regional
Airport, the Port of Boston and other facilities in the Port of Boston.

The Authority has no stockholders or equity holders, and the Authority’s financial statements are not a
component unit of the Commonwealth’s financial statements. The provisions of the Enabling Act and the
Trust Agreement, dated as of August 1, 1978 as amended and supplemented (the “1978 Trust Agreement”),
between the Authority and U.S. Bank National Association (as successor in interest to State Street Bank and
Trust Company), as trustee (the “Trustee”), the Passenger Facility Charges (“PFC”) Revenue Bond Trust
Agreement dated May 6, 1999, as amended and supplemented (the “PFC Trust Agreement”), between the
Authority and The Bank of New York Mellon, as trustee (the “PFC Trustee”) and the Customer Facility
Charges (“CFC”) Revenue Bond Trust Agreement dated May 18, 2011, as amended and supplemented (the
“CFC Trust Agreement”), between the Authority and U.S. Bank National Association as trustee (the “CFC
Trustee”), govern all funds, with limited exceptions, received by the Authority pursuant to the Enabling Act.

In April 1981, the Authority adopted a retiree benefit plan whereby the Authority assumed the full cost
of group health insurance including basic life insurance, dental insurance and catastrophic illness coverage
to those retirees and surviving spouses (and qualifying dependents) who have retired under the Authority’s
retirement system (collectively referred to as the “OPEB Plan”). In June 2009, the Board made changes to the plan
benefits to be paid by the Authority for certain existing and future retirees. For additional details see Note 7.

In June 2008, the Authority created the Retiree Benefits Trust (the “RBT” or the “Trust”) to fund its OPEB
Plan obligations. It was established as an irrevocable governmental trust under Section 115 of the Internal
Revenue Code. In no event shall any part of the principal or income of the RBT be paid or revert back to
the Authority or be used for any purpose whatsoever other than for the exclusive benefit of retirees and their
beneficiaries.

BASIS OF ACCOUNTING

The Authority’s activities are accounted in a manner similar to that often utilized in the private sector.
The Authority’s financial statements are prepared using the accrual basis of accounting and the economic
resources measurement focus in accordance with U.S. generally accepted accounting principles (“GAAP”).

Revenues from airlines, rentals, parking fees, tolls and concessions are reported as operating revenues.
Capital grants, financing or investing related transactions are reported as non-operating revenues and
expenses. All expenses related to operating the Authority’s facilities are reported as operating expenses.
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ACCOUNTING PER APPLICABLE TRUST AGREEMENTS

Under the 1978 Trust Agreement, cash of the Authority is deposited daily into the Revenue Fund established
pursuant to the 1978 Trust Agreement and is transferred to the cash concentration account. All such revenues
are then transferred to the various funds established pursuant to the 1978 Trust Agreement. 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 outstanding
revenue bonds, the Maintenance Reserve Fund, the Payment In Lieu of Taxes Fund, the Capital Budget Fund,
if applicable, and finally, the Improvement and Extension Fund.

PFC revenue is deposited in the PFC Pledged Revenue Fund established pursuant to the PFC Revenue Bond
Trust Agreement and is utilized to pay debt service on PFC Revenue Bonds as required in the PFC Trust
Agreement. Any remaining funds are transferred to the PFC Capital Fund.

CFC revenue is deposited in the CFC Revenue Fund established pursuant to the CFC Trust Agreement and
are utilized to pay debt service on CFC Special Facilities Bonds as required in the CFC Trust Agreement. Any
remaining funds are transferred to the CFC Stabilization Fund.

See Note 2 for a reconciliation between the increase in net position as calculated per GAAP and net revenues
as calculated per accounting practices prescribed by the 1978 Trust Agreement.

a) Net Position

The Authority follows the “business type” activity requirements of GASB Statement No. 34, Basic Financial
Statements and Managements Discussion and Analysis for State and Local Governments, which requires
that resources be classified for accounting and reporting purposes into the following three net position
components:

* Net investment in capital assets: Capital assets, net of accumulated depreciation and outstanding
principal balances of debt and the deferred outflows / inflows attributable to the acquisition, construction
or improvement of those assets.

* Restricted: Net position of assets whose use by the Authority is subject to externally imposed
stipulations that can be fulfilled by actions of the Authority pursuant to those stipulations or that
expire by the passage of time. Such assets include the construction funds held pursuant to the 1978

Trust Agreement, the PFC Trust Agreement, the CFC Trust Agreement and the self insurance fund.

* Unrestricted: Net position of assets that are not subject to externally imposed stipulations. Net
amounts of assets, deferred outflows of resources, liabilities and deferred inflows of resources not
included in the determination of net investment in capital assets or restricted components of net
position. Unrestricted net position may be designated for specific purposes by action of management
or the Members of the Authority (the “Board”) or may otherwise be limited by contractual agreements

with outside parties.

e When both restricted and unrestricted resources are available for a particular restricted use, it is
the Authority’s policy to use restricted resources first, and then unrestricted resources as needed.

b) Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period and so will not be recognized as an outflow of
resources (expense/expenditure) until then. The Authority has two items that qualify for reporting in this
category. The first deferred outflow results from refunding long term debt and is the difference in the carrying
value of refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter

- ____________________________________________________
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of the life of the refunded or refunding debt. The second item is related to the difference in the expected vs
actual experience of the Pension Plan. This amount is deferred and amortized over approximately twelve years.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents an
acquisition of net position that applies to a future period and so will not be recognized as an inflow of resources
(revenue) until that time. The Authority has deferred inflows of resources related to net deferred gains on
Pension Plan investments which are being amortized over a five year period.

c) Net position flow assumption

Sometimes the Authority will fund outlays for a particular purpose from both restricted (e.g., restricted bond
or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted net
position and unrestricted net position, a flow assumption must be made about the order in which resources
are considered to be applied.

d) Cash and Cash Equivalents
For purposes of the statements of cash flows, the Authority considers all highly liquid investments, including
restricted assets, with an original maturity date of thirty days or less to be cash equivalents.

e) Investments

Investments with a maturity greater than one year are recorded at their fair value with all investment income,
including changes in the fair value of investments, reported as investment income in the financial statements.
Investments with a maturity date of less than one year are carried at amortized cost, which approximates fair
value. Fair value equals quoted market prices. The Authority recorded an unrealized holding gain of $0.4
million and a realized gain of $0.1 million at June 30, 2015 and an unrealized holding gain of $1.5 million
and a realized gain of $0.4 million at June 30, 2014.

f) Restricted Cash and Investments

Certain cash, cash equivalents and investments are restricted for use by the 1978 Trust Agreement, the PFC
Trust Agreement, the CFC Trust Agreement, and other external requirements. These amounts have been
designated primarily for expenditures related to future construction or asset acquisitions, debt service and debt
service reserves.

g Capital Assets
Capital assets are recorded at historical cost. Such costs include, where appropriate, capitalized interest and
related legal costs. The costs of normal upkeep, maintenance, and repairs are not capitalized.

The capitalization threshold is noted below:

ASSET CATEGORY DOLLAR THRESHOLD
BUILDINGS $10,000
MACHINERY & EQUIPMENT 5,000
EQUIPMENT REPAIR/OVERHAUL (MAJOR) 25,000
RUNWAY, ROADWAYS & OTHER PAVING 50,000

LAND IMPROVEMENTS 50,000
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The Authority capitalizes certain interest costs associated with taxable and tax exempt borrowing, less any interest
earned on the proceeds of those borrowings, during the period of construction. Interest expense of $4.5 million
and $4.1 million, reduced by interest income of $33.6 thousand and $13.0 thousand resulted in capitalized
interest of $4.5 million and $4.1 million for the years ended June 30, 2015 and 2014, respectively.

h) Depreciation
The Authority provides for depreciation using the straight-line method. Depreciation is intended to distribute
the cost of depreciable properties over the following estimated useful lives:

ASSET CATEGORY YEARS

BUILDINGS 25

RUNWAYS (ORIGINAL CONSTRUCTION) 25

OTHER AIRFIELD PAVING 12

ROADWAY 25

MACHINERY AND EQUIPMENT 57010

LAND USE RIGHTS 30
i) Other Assets and Prepaid Items

Other assets consist of certain payments to vendors reflecting costs applicable to future accounting periods and
are recorded as prepaid items in the financial statements.

j) Amortization

Revenue bond premiums and discounts are deferred and amortized on a straight line basis over the term
of the bonds, as this approximates the effective interest method. Unamortized amounts are presented as a
(reduction) addition of the face amount of bonds payable.

The difference between the reacquisition price and net carrying amount of defeased bonds is amortized on the
straight line method over the shorter of the maturity of the new debt or the defeased debt and is recorded as
deferred outflows of resources on the statement of net position.

k) Revenue Recognition

Fees and other services consist of parking fees, landing fees, and container handling fees. Revenues from
parking fees and container handling fees are recognized at the time the service is provided. Landing fees are
recognized as part of operating revenue when airline related facilities are utilized and are principally based on
the landed weight of the aircraft. The scheduled airline fee structure is determined and approved annually
by the Board and is based on full cost recovery pursuant to an arrangement between the Authority and the
respective airlines.

Rental and concession fees are generated from airlines, rental car companies, and other commercial tenants.
Rental revenue on leases is recognized over the term of the associated lease. Concession revenue is recognized
partially based on self-reported concession revenue by the tenants and partially based on minimum rental
rates. Unearned revenue consists primarily of amounts received in advance for future rents or other services.
These amounts are recognized as revenue as they are earned over the applicable period.

Rates and charges are set annually based on the budgeted operating costs and actual capital costs. A true-up
calculation is performed for landing fees, terminal rents, and baggage fees at year-end based on the actual
results. In the event the actual costs are more than the budgeted amounts for the year, the Authority will
recover additional rates and charges. In the event the actual costs are less than the budgeted amounts, the
Authority will issue credits to the respective airlines.
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The Authority presents its accounts receivable at the expected net realizable value. Accordingly, the Authority has
recorded an allowance for doubtful accounts against its accounts receivable of $1.5 million and $1.1 million
at June 30, 2015 and 2014, respectively.

Revenue related to grants is recognized when the grant agreement is approved and eligible expenditures are
incurred.

1) Passenger Facility Charges

In 1993, the Authority received initial approval from the Federal Aviation Administration (“FAA”) to impose a
$3.00 PFC at Logan Airport. PFCs collected by the Authority 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. Effective
October 1, 2005, the Authority received approval from the FAA to increase the PFC collection to $4.50. All
PEC’s collected by the Authority are presently pledged under the PFC Trust Agreement with the Bank of New
York Mellon.

Through June 30, 2015, the Authority had cumulative cash collections of $979.5 million in PFCs, including
interest thereon.

As part of the Final Agency Decision issued by the FAA in 2011, the Authority was authorized, but not
required, to use up to $14.4 million per year in PFCs to pay approximately one-third of the debt service on
the Terminal A Special Facility bonds. The Authority chose to make this use of PFC revenue in order to offset
the increase in Terminal A rates and charges that would have resulted from the scheduled increase in Terminal
A debt service associated with the beginning of principal payments on January 1, 2012 for the Terminal A
bonds. This use of PFCs will maintain the rate consistency across all terminals and facilitate the Authority’s
ability to assign carriers to Terminal A.

At June 30, 2015, the Authority’s collection authorization and total use approval is $1.55 billion.
As of June 30, 2015 and 2014, $92.7 million and $110.4 million of PFC bonds were outstanding, respectively.

Revenues derived from the collection of PFCs are recognized on the accrual basis, based on the month the
charges were levied and collected by the airlines. Due to their restricted use, PFCs are categorized as non-
operating revenues. The Authority recognized $65.8 million and $62.7 million in PFC revenue for the fiscal
years ended June 30, 2015 and 2014, respectively.

m) Customer Facility Charges
Effective December 1, 2008, the Board established a CFC of $4.00 per day for rental cars which originated
out of Logan Airport. Effective December 1, 2009, this charge was increased to $6.00 per day. The proceeds
of the CFC are being used to finance the Rental Car Center (the “RCC”) and associated bus purchases.
Revenues derived from the collection of CFCs are recognized on the accrual basis, based on the month the
charges were levied and collected by the rental car companies. Due to their restricted use, CFCs are categorized
as non-operating revenues. Pursuant to the CFC Trust Agreement dated May 18, 2011 between the Authority
and U.S. Bank National Association, as trustee, the Authority issued two series of Special Facilities Revenue
Bonds in June 2011 (the “Series 2011 Bonds”). The Series 2011 Bonds were issued for the purpose of
providing funds sufficient, together with other available funds of the Authority, to finance the development
and construction of the RCC and related improvements at Logan Airport, fund certain deposits to the Debt
Service Reserve Fund and the Supplemental Reserve Fund, and pay certain costs of issuance of the Series
2011 Bonds. The Series 2011 Bonds and any additional bonds that may be issued under the CFC Trust
Agreement on parity with the Series 2011 Bonds are secured by CFC Pledged Revenues and by Contingent
Rent, if any, payable by the rental car companies and other funds. The Series 2011 Bonds are not secured
by any other revenues of the Authority. The Authority recognized $30.8 million and $30.0 million in CFC
revenue for the fiscal years ended June 30, 2015 and 2014, respectively. As of June 30, 2015 and 2014, $205.0
million and $208.3 million of CFC bonds were outstanding, respectively.
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n) Compensated Absences

The Authority accrues for vacation and sick pay liabilities when they are earned by the employee. The liability
for vested vacation and sick pay is reflected in the accompanying statements of net position as compensated
absences. The current portion of compensated absences at June 30, 2015 and 2014 was $1.4 million and $1.5
million, respectively. The table below presents the Authority’s compensated absences activity at June 30, 2015
and 2014 and for the years then ended (in thousands):

LIABILITY BALANCE, BEGINNING OF YEAR $20,457 $ 21,423
VACATION AND SICK PAY EARNED DURING THE YEAR 13,312 12,290
VACATION AND SICK PAY USED DURING THE YEAR (14,249) (13,256)
LIABILITY BALANCE, END OF YEAR $19,520 $ 20,457

0) Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of the
Massachusetts Port Authority Employees Retirement System (the “Plan”) and additions to/deductions from
Plan’s fiduciary net position have been determined on the same basis as they are reported by the Plan. For
this purpose, benefit payments (including refunds of employee contributions) are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

p) Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenditures
during the reporting period. Actual results could differ from those estimates.

q Interfund Transactions

In fiscal year 2014, the Authority loaned the CFC Trust Agreement $10.0 million at 6.167% interest to
complete the construction of the RCC. During fiscal year 2015, the CFC Trust repaid the Authority $4.0
million on this loan. This transaction generated $0.6 million and $0.5 million in interest income and
expense during fiscal years 2015 and 2014, respectively that has been eliminated in the combining schedules.
Additionally, all interfund amounts have been eliminated in the combining statements.

r Financial Statement Reclassification
Certain amounts in the fiscal year 2014 financial statements have been reclassified to conform to fiscal year
2015 presentation.

5) New Accounting Pronouncements

In June 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions (“GASB No.
68”). The objective of this Statement is to improve the information provided in government financial reports
about pension related financial support provided benefits to the employees of other entities. The provisions of
this Statement are effective for financial periods beginning after June 15, 2014.

The requirements of GASB 68 apply to the financial statements of all state and local governmental employers
whose employees (or volunteers that provide services to state and local governments) are provided with pensions
through pension plans that are administered through trusts that meet certain criteria and to the financial
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statements of state and local governmental nonemployer contributing entities that have a legal obligation to
make contributions directly to such pension plans. The requirements apply whether the government’s financial
statements are presented in stand-alone financial reports or are included in the financial reports of another
government.

GASB 68 establishes standards for measuring and recognizing liabilities, deferred outflows of resources, and
deferred inflows of resources, and expense/expenditures. For defined pension plans, GASB 68 identifies the
methods and assumptions that should be used to project benefit payments, discount projected benefit payments
to their actuarial present value, and attribute that present value to periods of employer service. Note disclosure
and required supplementary information requirements about pensions are also addressed.

GASB 68 replaces the requirements of Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers, and Statement No. 50, Pension Disclosures, as they relate to pensions that are
provided through pension plans administered as trusts or equivalent arrangements that meet certain criteria.
The requirements of Statements 27 and 50 remain applicable for pensions that are not covered by the scope
of this Statement.

The Authority adopted GASB 68 effective July 1, 2013. In connection with the adoption of this new standard
all accounts were analyzed by management in order to access the impact on the financial statements. The
implementation of GASB 68 results in the Authority reporting a Net Pension Liability of $58.4 million as
of July 1, 2013. The Authority’s Net Position as of July 1, 2013 and the Authority’s Statement of Revenues
and Expenses and Changes in Net Position for the year ended June 30, 2014 have been restated to reflect the
required adjustments.

AS PREVIOUSLY REPORTED ADJUSTMENT RESTATED
AS OF JULY 1, 2013:
NET POSITION $ 1,828,561 $ (58445 $ 1,770,116
FOR THE YEAR ENDED JUNE 30, 2014:
PENSION EXPENSE 1,990 (9,316) 2,674
INCREASE IN NET POSITION 91,778 9,316 101,094
AS OF JUNE 30, 2014:
NET PENSION LIABILITY - (23,687) (23,687)
DEFERRED INFLOWS OF RESOURCES - (25,442) (25,442)
NET POSITION $ 1,920,339 $ (49129) § 1,871,210

In January 2013, GASB issued Statement No. 69, Government Combinations and Disposals of Government
Operations (“GASB No. 69”). This Statement establishes accounting and financial reporting standards related
to government combinations and disposals of government operations. As used in this Statement, the term
government combinations include a variety of transactions referred to as mergers, acquisitions, and transfers
of operations. The distinction between a government merger and a government acquisition is based upon
whether an exchange of significant consideration is present within the combination transaction. Government
mergers include combinations of legally separate entities without the exchange of significant consideration.
This Statement requires the use of carrying values to measure the assets and liabilities in a government merger.
Conversely, government acquisitions are transactions in which a government acquires another entity, or
its operations, in exchange for significant consideration. This Statement requires measurements of assets
acquired and liabilities assumed generally to be based on their acquisition values. This Statement also
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provides guidance for transfers of operations that do not constitute entire legally separate entities and in
which no significant consideration is exchanged. This Statement defines the term operations for purposes
of determining the applicability of this Statement and requires the use of carrying values to measure the assets
and liabilities in a transfer of operations.

A disposal of a government’s operations results in the removal of specific activities of a government. This
Statement provides accounting and financial reporting guidance for disposals of government operations that
have been transferred or sold.

This Statement requires disclosures to be made about government combinations and disposals of government
operations to enable financial statement users to evaluate the nature and financial effects of those transactions.

The requirements of this Statement are effective for government combinations and disposals of government
operations occurring in financial reporting periods beginning after December 15, 2013, and should be applied
on a prospective basis.

The Authority adopted this Statement and there was no impact on its financial statements.

In November 2013, GASB issued Statement No. 71, Pension Transition for Contributions Made Subsequent
to the Measurement Date — an amendment of GASB Statement No. 68. (“GASB No. 71”) which resolves
transition issues in GASB Statement No. 68, Accounting and Financial Reporting for Pensions. The objective
of this Statement is to eliminate a potential source of understatement of restated beginning net position and
expense in a government’s first year of implementing GASB No. 68. The issue relates to amounts associated
with contributions, if any, made by a state or local government employer or nonemployer contributing entity
to a defined benefit pension plan after the measurement date of the government’s beginning net pension
liability. The provisions of this Statement are required to be applied simultaneously with the provisions of
GASB No. 68 which is effective for financial periods beginning after June 15, 2014.

The Authority adopted this Statement simultaneously with the provisions of GASB No. 68 noted
above. Refer to the previous discussion regarding the impact on the Authority’s financial statements.

In February 2015, GASB issued Statement No. 72, Fair Value Measurement and Application. (“GASB No.
72”). The objective of this Statement is to address accounting and financial reporting issues related to fair
value measurements. This Statement will enhance comparability of financial statements among governments
by requiring measurement of certain assets and liabilities at fair value using a consistent and more detailed
definition of fair value and accepted valuation techniques. This Statement also will enhance fair value application
guidance and related disclosures in order to provide information to financial statement users about the impact
of fair value measurements on a government’s financial position. The definition of fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. This Statement provides guidance for determining a fair value
measurement for financial reporting purposes. This Statement also provides guidance for applying fair value
to certain investments and disclosures related to all fair value measurements. The requirements of this
Statement are effective for financial statements for periods beginning after June 15, 2015.

The Authority is currently evaluating the impact of the implementation of GASB No. 72 on its financial
statements.

In June 2015, GASB issued Statement No. 73, Accounting and Financial Reporting for Pensions and
Related Assets that are not within the scope of GASB Statement 68, and amendments to certain provisions

of GASB Statements 67 and 68. (“GASB No. 73”). The objective of this Statement is to address accounting
and financial reporting issues related to fair value measurements. This Statement will enhance comparability

56



of financial statements among governments by requiring measurement of certain assets and liabilities at
fair value using a consistent and more detailed definition of fair value and accepted valuation techniques.
This Statement also will enhance fair value application guidance and related disclosures in order to provide
information to financial statement users about the impact of fair value measurements on a government’s
financial position. The definition of fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. This
Statement provides guidance for determining a fair value measurement for financial reporting purposes. This
Statement also provides guidance for applying fair value to certain investments and disclosures related to all
fair value measurements.

The requirements of this Statement are effective for financial statements for periods beginning after June 15, 2015.

The Authority is currently evaluating the impact of the implementation of GASB No. 73 on its financial
statements.

In June 2015, GASB issued Statement No. 74, Financial Reporting for Postemployment Plans Other Than
Pension Plans. (“GASB No. 74”). The objective of this Statement is to improve the usefulness of information
about postemployment benefits other than pensions (other postemployment benefits or OPEB) included in the
general purpose external financial reports of state and local governmental plans for making decisions and assessing
accountability. Statement 74 replaces GASB Statement No. 43, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans. Statement 74 addresses the financial reports of defined benefit OPEB plans that
are administered through trusts that meet specified criteria. The Statement follows the framework for financial
reporting of defined benefit OPEB plans in Statement 45 by requiring a statement of fiduciary net position and
a statement of changes in fiduciary net position. The Statement requires more extensive note disclosures and RSI
related to the measurement of the OPEB liabilities for which assets have been accumulated, including information
about the annual money-weighted rates of return on plan investments. Statement 74 also sets forth note disclosure
requirements for defined contribution OPEB plans. The requirements of this Statement are effective for financial
statements for periods beginning after June 15, 2016.

The Authority is currently evaluating the impact of the implementation of GASB No. 74 on its financial
statements.

InJune2015, GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions (“GASB No.757). The objective of this Statementis toaddress reporting by governments that
provide OPEB to their employees and for governments that finance OPEB for employees of other governments.
The requirements of this Statementare effective for financial statements for periods beginning after June 15,2017.

The Authority is currently evaluating the impact of the implementation of GASB No. 75 on its financial
statements.

In June 2015, GASB issued Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles
for State and Local Governments, (“GASB No. 76”). This Statement reduces the GAAP hierarchy to two
categories of authoritative GAAP from the four categories under GASB Statement No. 55, The Hierarchy of
Generally Accepted Accounting Principles for State and Local Governments. The first category of authoritative
GAAP consists of GASB Statements of Governmental Accounting Standards. The second category comprises

GASB Technical Bulletins and Implementation Guides, as well as guidance from the American Institute of
Certified Public Accountants that is cleared by the GASB.

The Statement also addresses the use of authoritative and nonauthoritative literature in the event that the
accounting treatment for a transaction or other event is not specified within a source of Authoritative GAAPD.
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These changes are intended to improve financial reporting for governments by establishing a framework for the
evaluation of accounting guidance that will result in governments applying that guidance with less variation. That
will improve the usefulness of financial stat