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O---res of the Finance commirtee and Audt comminee -*-

of the Albany County Airport Authority

February 23,2009

Pursuant to notice duly given and posted, the Finance and Administration Committee and Audit Committee
meeting of the Albany County Airport Authority was called to order on Monday, February 23, 2009 at 9:38 am
in the Administration Building, 2"d Floor Conference Room, located at the Albany International Airport by
Finance Committee Chair Daniel M. Sleasman and Audit Committee Chair Elliott A. Shaw with the following
present:

FINANCE COMMITTEE MEMBERS PRESENT

Daniel M. Sleasman, Chair Finance Committee
Richard J. Sherwood
Elliott A. Shaw

AUDIT COMMITTEE MEMBERS PRESENT

Elliott A. Shaw, Chair Audit Committee
Richard J. Sherwood

STAFF

John A. O'Donnell
Bill O'Reilly
Margaret Henmann
Peter Stuto
Doug Myers
Ginger Olthoff

ATTENDEES

Jim Amell, Marvin & Company

MEMBERS ABSENT

None

MEMBERS ABSENT

Henry E. Dennis, Jr.



l. Approval of Minutcs

Financc and Administration Contmittec: Novcmber 24,2008

Chair Sleasllra¡t lnoved to applove the Novcntber 24,2008 tì1irlutcs. 'lhe nlotion was

unauirnously adoptcd.

Audit Conunittee: Decembcl l0' 2008

Chair Shaw rcportecl tlìat the Audit Conrmittee hacl rnct with Marvin attd Conrpany

and received an update on the 2008 audit. I le stated that with this nteeting, the Alldit
Committee had met its requirerne¡tt to meet two tinres per year, as reqrrired in thc

Auclit Comrnittee Chartet.

Mr. Arncll noted that he was relÞrLed to as Ms. Amell in sevet'al locations of the

Ininutes. Chair Shaw stated that the ntinutes wif I be amended to corlect this.

Mr. Sherwoocl nlovcd to approve the Decetnber 10, 2008 ntinutes, as antended, The

rnotion was u¡rartimously adopted.

Approval of Various Financial/Audit Items

2,1 Rcvicrv of Plarr to Implement GASIIS 45

Mr., O'Rcilly reviewecl the Plan of Irnplcrnentation for Covertlnelttal Accounting

Stanclarcls Board Statemeut Nunrber 45 - OtheL Postemployrnctlt Ilcllefits.

Mr. O'Reilly stated that this was a requiled accounting standa¡d that was issued in

July of 2004 with a requil'ed irnplemerrtation date of 2008, 'llle stanclard lequires that

thc current cost and accrued Iiabilify to provide postetnployment benefits, other than

pensions, (OPtjll) bc recogrrized and displaycd in the Authority's financial

staternen{s issuccl f'or the year ended Dcccmber 31, 2008. OPIIB includes

postentploymeltt healtlrcare, as well as othor fbnns of postctnploymettt bettefiß, i.e',

life insurance, whcr: pl'ovicled separntely I'iotn a pettsion plan. The Autltority's only

OPIB benelit is fbr the contirruÍng provisiou of health insr¡rancc lor vested ref irces,

as i¡rcluded irt the Authority's Petsottnel llandbook.

I{e stated that due to the fact that the Authority has only been irl existence for l4
years, the intpact of inrplelnentirrg this stanclard was less tltan other mutticipalities.

I-lowever, thcse costs will grow in the future unless tlte health irrsurance beltefit is

elirninatcd.

Mr. O'Reilly that rhât the Authority is eligible under GASBS 45 to use a simplilìed

nletho{ of identifying the annual OPnt} costs artd acculnulated liabiiity clefinsd as the

Alternative Measurement Metlrod (AMM). 'l-hc AMM iltcorporales actuarial

valuation including projecting futurc cash outlays for bencfils, discountirtg projected

benelìts to presellt valuc, ancl atlocating the present value of belrclìts to periods using

an actuarial cost methocl, Thc Autlrority has obtainccl an AMM liability detelntination

utilizing a oalculation tool cleveloped lly Millirnan, a¡ì actuat'iat and consultitlg firm.

l'he following rcsults wele obtairred using the Millimarl's calct¡latitltl tool:

l.l

1.2

t
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. Annual lìequirecl Contribution (ARC) for OPEB l'or 2008 was $437,689

wtrich inclucf es $326,260 for current costs and $l 1 I ,429 for amortiz.ation of
the cu¡tcnt unfunded liability over 30 years.

o 'fhe total tjnfundecl Actuarial Accrued Liability (l.JAI.,L) at l)eccrlttrcr 31,

2008 was 53,226,067 '
. 'l'he LJAI.,L as a percelìtage of covetecl payroll was J 7l .51%'

o Anlounts actually ¡raid f'ol OPEIì clurirrg 2008 olt a pay as you go basis was

$16,648 equal to 3.8o/o of the artuual OPBII cost alrd resulting in a Net

OPEB Obligation of $42ì,041.

Mr. Shaw inquiLed as to whether any money was put aside for this beginning in 2004

wlten the ttew standard was attttounced. Mr. O'Reilly stated that during 2007,

$35,000 was .set asicle I'or OPEB; ltoweveL, thcse furlds wel'e !€vet'scd back to the

Operating Account. ln 2008 an OPEts expense of $385,000 pef year was

incorporatetl into the budget aud depositecl into a sepalate bank account at Citizen's

Bank.

Mr. O'fìeilly stated lhât the Airline lìates ancl Charges for 2008 do include the

current ycar costs of the OPEB benelit. tJporr discussions with Jacob.s Constrltancy, it

was dete¡¡i¡ed thal tfiese expcnses could be included in tlte rates, as the Aitlilte tJse

alrd l.ease Agreement refers to eligible expenscs as tltose in accotdance with CAAP.

Mr. O,Reilly stated rhat although the OPli,B cxpensc of $385,000 per year has becn

i¡cor.porate{ into thc budget ancl rates and charges foL 2008 and 2009 and deptlsited

into a sepat'ate ballk accoullt, tlnder GASIIS 45 they calllìot be counted as a

contribution toward the liability fur OPEII. To be counted as a conttibutiott toward

the OPEII liabiliry, the l'unds would have fo be placcd in an OPEB'Iì'ust that meets a

separate accounting stattdard, CASBS 43.

Mr. O'lìeilly statecl tlrat cornmôn belief is that a local governttìelìt irr New York

cânnof estabtish an OPEB trust without NYS lcgislation; howevet', Mr. Stuto ltas

reviewecl this arrcl it appears tlrat fhe Airport AuthoLity does have thc authority to set

up an OPIitS trust. l{e statcd that the NY Power Authority, the City of New YoLk,

Orlando Aviation Authority, Massachusetts Pol't Autl¡ority alrd the Metropolitan

Washingtorr Airports Autlrority all havc establishecl OPEB trusts. Mr. O'Reilly stated

that he was tìot asking for a decisiolr on this now; however, he woulcl like to present

it for considet'ation in tlte ftttul'e.

Mr. Shaw irrquil'ed as to whether the airlincs are chât'ged for the OPEB costs. Mr,

O'lìeilly statcd that thc costs were iucluclecl in the budget atld at'e allocatecl to several

cost celttct's) not all of which ate allocateclto the airlines.

Mr. O'Donnell stated that tlre airlines pay approxinntely 34%o of ailport costs which

are eslablished in the ratcs and charges. All other expenses and reveuues are splít

50/50 arrd, tlrereforc, affect the l€vellt¡e shaling with the airlirlcs,

Mr. Shaw irrquirecl as to the nlothod that was used to calculate the $421,041. Mr'

O'Reilly stated that the calculation tool was clevelopecl by Millirrran, an acluarialand

consultiug firnl. 'l'[e ca]culatiou tooh into account several factol's, i.e', health care
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inflatio¡l of 9o/o,thc future late of retr¡rn on the Authot'ity's utttestrictcd funds deposit

of 3.04% equal to tlte average late of intelest earned on deposits ovet' 5 years, and

frrturc payroll inflation of 3õ/o. This liability nrust tre rccalculatecl at least evcLy 3"'

year.

Mr. O'lleilly stated that tho creation ol'an OPEB tlust would ltave a favomble efl'ect

on the rates ancl charges. Cttrrently, funds and theil earnings al'e designated in the

operating budget to pay for OPEB liabilitie.s but the ex¡stence ol'these furlds canttot

bc included in tþe calculatíon of the UAAL because they are not cottt'ibuted to a

qualiliecl OPEII trust, thus no OPlrlJ contlibulion is rccognized under GASBS 45. As

a rcsult, the UAAL will continue to grow regarclless of the fact that funds have been

buclgeted ancl designatcd to pay fol' it, Consequently, the atrrtual GAAP OPEB

experlse and unfu¡tcled Iiability will continue to gtow. Also, if the GAAP OPEII

expense is included in the operating bu<lget, the expense will continue to be allocated

and billed to the airlines each year no malter ltow rtruch we budget and collect for

OPEB expeuses as such anlounts woulcl ucver be creclited as a contribution towatcl

thc liability.

Mr. O'Reilly stated that if the Autho|ity were to crcâfe a qualified OPEB trust, futtds

designatecl to pay the liability would beconrc resttictcd fol that purpose . This would

rcsuit ¡', a benefit irr the fonn of a teduced OPBB IJAAL and reduccd rcquired

anuual arnortization payment. 'l'his would allow fol'a reduction in the alnount to be

budgcd l'or thc OPIIB expense which will lcave a favorable effect o¡r the râtes alld

clralges.

Mr. 1)'Reilly stated that the net OPIìB obligation of $421,041 will be arnoftized over

a 30 year period. Mr. Anlell stated that Mat'vill and Cotnpatty auditors werc

comfortable witlr tltis.

Mr. O'Donnelf statcd that [aving a hsaltfl carc benefit such as tl'ris al100% coverage

by the Authotity dicl ¡rlace a burden otl lhe Ailport. I'lowevet', in 2005, steps were

taken to recluce the atnoutlt of coverage by the Airport; wheroby, new etnployees are

required to contributc I0% towarcls this benefit. I{e stated that tltis policy did

conlbrnr with that of olher pubf ic entployers.

Mr. 0'lìeitly stated tlìat he would like to revisit creation of an OPEB trust later fhis

year.

Mr. Sherwoocl inquired if lre could sce a copy ol'the Power Autlrotity OPEB lrust.

Mr, Stuto stated that he did have a copy that lte woulcl send to the Atlthorily

rnembcrs.

Mr, Shaw irrquired if theLe were any other unfunclecl liabilities that the Authority

menrbers should be rnade aware ofl Mr. O'Reilly stated thatcliscttssion ofGASIIS 53

was an item on today's agenda.

Mr. Arnell stated that there were no otlter unft¡nded liabilities.
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