Susquehanna Area Regional Airport Authority

Executive Committee

December 1, 2017
Minutes

A meeting of the Executive Committee of the Susquehanna Area Regional Airport Authority (SARAA or the Authority) was called to order by Mr. Libhart on Friday, December 1, 2017 at 9:35 a.m. in the David C. McIntosh Boardroom at HIA with the following members of the Committee present:






Stephen Libhart


James Gross



James Helsel



William Leonard



Also attending were  Timothy Edwards (Executive Director),  Marshall Stevens (Deputy Executive Director), Don Geistwhite (SARAA Board), Keith Rodgers (SARAA Board), Keith Chase (SARAA Board), Carolyn Van Newkirk (SARAA Board),  David Spaulding (Deputy Director, Engineering & Planning), Thomas Peiffer (Deputy Director, Finance & Administration,) Kevin Bryner (Deputy Director, IT), Belinda Svirbely (Deputy Director, Operations, Security & Public Safety), Scott Miller (Deputy Director, Advertising & PR) and Camille Springer (Executive Assistant).
Guest:  Mr. Louis Verdelli, RBC Capital Markets

Minutes:  The minutes of the October 20, 2017 Executive Committee were deemed approved.
Financials & Dashboard (through October, 2017):
Mr. Peiffer reported that year-to-date Total Operating Revenues are 1.3% better than expectations, driven mainly by Airline Revenues, Cargo Landing Fees and Unrented Gate Uses.  Total Operating Expenses are 4.2% lower than budget year-to-date.  Net Operating Revenues are 10% better than budget year-to-date. Total Income is $1,025,887.   This excludes the Old Bethlehem Steel lot sale, which is reflected as a footnote on the Budget Summary page.  Mr. Peiffer said that the Senior debt service coverage is strong at 1.5.  On the Sales and Revenue Summary Report, Total Food/Gift Gross Sales are up 1.14% year-to-date.  Total Car Rental Sales are up 1.56% year-to-date.  Fuel flowage is down both in gallons and revenue.  The Receivable Trade Summary Report looks good.  Mr. Peiffer reviewed a schedule he prepared regarding the 2008A Bond Refunding with 2017 Bonds.  He said that total bonds outstanding for SARAA as of 12/31/16 was $151,935,000, and as of 12/31/2017 it was reduced to $142,940,000, thus reducing debt by $8,995,000 this year.
2008 Bond Refunding Update:  (Mr. Louis Verdelli):

Mr. Verdelli reviewed the highlights of the transaction summary.  The Size and Offering was $38,765,000 Airport System Revenue Bonds, Series 2017 (AMT).  The credit ratings were Baa3 (Moody’s) and BBB+ (Kroll).  The pricing date was November 2, 2017 and the closing date was November 16, 2017.  The bonds were sold with a traditional ten-year call, so the bonds are callable on January 1, 2028.  The net PV savings is $12,975,869.  The percentage savings of refunded bonds is 29.806%.
2018 Draft Budget:
Mr. Edwards reported that the budget guidelines were prepared in accordance with the four Strategic Plan goals.  There was a Finance Committee meeting on June 22nd, in which a budget development schedule was discussed, as well as debt service coverage requirements, airline revenue sharing, health care costs, personnel considerations, capital priorities, enplanement projections, bond refunding impact on the budget and general aviation airports.   The budget process started in September.  Individual meetings were held with all of the Department managers.  The Finance Committee met on October 13th to review the draft budget.   The second draft was presented to the Executive Committee on October 20th.  Some small revisions were made to what was presented in October.
Highlights of the 2018 budget include:

· All debt service is paid, all coverage ratios are met

· Enplanements are projected at 614,000 with an 81% load factor

· The airline schedule is based upon the existing schedule

· No change to the parking rates

· Wage and salary increases between 0 and 4%

· Three new full-time staff positions:  two Policemen, one Airfield/Grounds Maintenance worker, one part-time position in the Supply Department; and two interns (one for Operations and one for Finance)

· Health Insurance costs are expected to increase 9.5% ($89,000)
· An increase to retirement contribution from 4% match to 6% match ($60,000)

· Continue the Runway Rehabilitation project

· $200,000 for two rounds of a continuing parking garage preventative maintenance project

· Shaner, Avflight, Select Medical and Enterprise construction projects will start producing revenue in 2018

· The new 2017 Senior Bonds are assumed to be in place saving SARAA $820,000 this year

Comparison of Revenues and Expenses:
Revenues: $31.8 million (including airline, non-airline, PFC’s and investment earnings)
Expenses: $31.2 million (M&O $18.1 million; Capital Projects $1.9 million; Debt Service $11.1 million)
Budget Guidelines/Summary:  
2018 Revenue is projected at $28,089,199 million
· Airline Revenues - $12.2 million--includes enplanements at 614,000 and 81% load factor); no major schedule changes

· Non-Airline Revenues - $16 million (parking rates remain the same; parking and rental car commissions are projected to decrease; estimating $218,000 new lease revenue in 2018 as a result of Shaner, Avflight, Select Medical and Enterprise
· Per the Airline Agreement, 2018 Rates and Charges: most of the fees are increasing per the Agreement, with the exception of the landing fees which are decreasing from $3.78 to $3.71/1,000 lb. MGLW

2018 Maintenance & Operations Expenditures:  $18,153,963
· Three new full-time staff positions:  2 policemen, airfield/grounds maintenance worker, part time employee in the Supply Department and 2 interns.
· Merit based wage and salary increases between 0 and 4%
· An increase to retirement benefit from a 4% match to 6% match ($60,000)
· Health Insurance costs are expected to increase 9.5% ($89,000)
· Recent purchases of new equipment and vehicles has cut down on repair expenses
· Energy savings measures has decreased the electricity budget by 6% or $86,000
Projected Capital Improvement Project Costs are $1,887,901:

· The second year of the three-year Runway 13/31 Rehab project

· Two IT related  projects including the FIDS replacement and system upgrades
· Nineteen other capital projects

Debt Service Reduction Projection:  $11,175,558
· SARAA continues interest and principal payments related to the 2008 and 2012 Senior Bonds
· The new 2017 Senior Bonds are assumed to be in place saving SARAA $892,000
· The Senior Bond debt service requirements are projected to be met at 1.35 (requirement is 1.25)
· Line of Credit remains in effect to facilitate short term capital funding
Budget Overview:
Revenues:  $27,763,747

Expenses:

· Maintenance & Operating:  $18,153,963
· Capital Investments:  $1,887,901
Total Net Operating Revenue:  $7,819,722
Net Revenues before Debt Service:  $11,200,272
Debt Service Payments:  $11,175,558
Net Surplus:  $24,714
Senior Bond Debt Service Coverage:  1.35 

There were no objections to forwarding this to the full Board for approval.
TSA Reimbursement Update:  (Discussion Only):
Mr. Edwards reported that for years staff has been requesting TSA to fully reimburse SARAA for the construction and installation of the Baggage Handling System, which cost SARAA approximately $17.5 million dollars.  The verbal agreement was that the FAA would reimburse us.  In 2003, we received $5 million from the FAA.  At that time the funding authority switched from the FAA to the TSA.  TSA never made an agreement with SARAA regarding the reimbursement for the cost to install the Baggage Handling System.  Over the years, we had some success in getting TSA to fund a portion of the Baggage Handling System of approximately $7 million dollars.  The system cost SARAA $17.5 million and to date, we have been reimbursed $12 million from a combination of FAA and TSA.  This leaves a balance of $5.5 million dollars that SARAA has been trying to get reimbursement from TSA since 2005.  SARAA had also filed a claim against TSA, through the Office of Dispute Resolution.  SARAA argued that there was a contractual obligation to reimburse the Airport Authority for the remaining $5.5 million.  They denied SARAA’s claims, saying that there was no contractual obligation.  In 2016, SARAA received an e-mail from TSA that based on direction from the U.S. Congress, they were reaching out to airports that had installed Baggage Handling Systems before 2007, to see if those airports had a reasonable expectation of being reimbursed.  The standard switched from a contractual obligation to a reasonable expectation.  Based on that standard, SARAA reapplied in January, 2017.  SARAA received a decision on October 27th, and they have agreed that the total eligible for reimbursement is $17.5 million dollars, and the amount of reimbursement that is due to the Authority is $5.5 million.  Mr. Edwards said that the Authority now has written verification from TSA that they owe us $5.5 million.  The next step for SARAA is to get Congress to appropriate that money.  He commented that there are other airports that are in this same situation.
Engagement Letter/Post & Schell:

Mr. Edwards reported that Mr. Winfield has resigned from Rhoads & Sinon and accepted a position at Post & Schell.  Mr. Winfield has been involved for the last several years in the litigation between the Airport Authority and Greylag Corp., regarding a drainage issue and operating of the sluice gate. Staff is proposing that SARAA enter into an agreement with Post & Schell and sign the engagement letter to continue to work with Mr. Winfield on the Greylag litigations issue.  This will be at the same rate, with lower rates for other personnel who work on the case.  This engagement letter has been reviewed by Mr. Nehilla.
There were no objections to forwarding this item to the full Board for approval.
Adjournment:  Mr. Libhart adjourned the meeting at 11:01 a.m.
Next Meeting:   Friday, January 26, 2018, 9:30 a.m., David C. McIntosh Boardroom, HIA
Respectfully submitted:

Timothy J. Edwards
Executive Director

Prepared by: Camille Springer
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