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Independent Auditor's Report on Financial Statements 
and Supplementary Information 

 
 
Board of Directors 
Susquehanna Area Regional Airport Authority 
Middletown, Pennsylvania 
 
 
We have audited the accompanying basic financial statements of Susquehanna Area Regional Airport 
Authority (SARAA), which are comprised of balance sheets as of December 31, 2013 and 2012, and 
statements of revenues, expenses and changes in net position and of cash flows for the years then 
ended and the related notes to the 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 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from 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. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Susquehanna Area Regional Airport Authority as of December 31, 2013 and 
2012, and the changes in its financial position and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note 2 to the financial statements, in 2013, SARAA implemented the provisions of 
Governmental Accounting Standards Board Statement No. 65, Items Previously Reported as Assets 
and Liabilities, by retroactively restating the 2012 financial statements.  Our opinion is not modified 
with respect to this matter. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis listed in the table of contents be presented to supplement the 
basic financial statements.  Such information, although not part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who 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 of 
America, 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 Information  

Our audits were conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise SARAA's basic financial statements.  The schedule of capital and noncapital 
revenues and expenses listed in the table of contents is presented for purposes of additional analysis 
and is not a required part of the basic financial statements.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the basic financial statements.  The 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 of America.  In our opinion, the information is fairly stated in all material respects in 
relation to the basic financial statements as a whole. 

 

 

Indianapolis, Indiana 
April 28, 2014 
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Susquehanna Area Regional Airport Authority 
Management’s Discussion and Analysis 

December 31, 2013 and 2012  
(Unaudited) 

 

 
Management’s Discussion & Analysis (MD&A) of the financial performance and activity of the 
Susquehanna Area Regional Airport Authority (SARAA) is to provide the reader with an introduction 
to SARAA’s basic financial statements as of and for the years ended December 31, 2013 and 2012.  
The information contained in the basic financial statements, including the notes, is essential to a full 
understanding of the financial statement data.  

SARAA is a joint municipal authority created in 1997 under the Pennsylvania Municipality 
Authorities Act.  SARAA is governed by representatives from the counties of Dauphin, Cumberland 
and York, the cities of Harrisburg and York and the townships of Lower Swatara (Dauphin County) 
and Fairview (York County).  SARAA is an independent entity governed by a board of directors who 
are not compensated.  Each of the municipalities appoints representatives to serve for 5-year terms on 
the board that consists of 15 directors.  Each county appoints three board members; each city appoints 
two board members; each of the two townships appoints one board member.  The board members 
cannot be recalled during their term.  After their term expires, they continue to serve until their 
sponsoring county, city or township replaces them or until they resign. 

SARAA owns and operates four airports: 1) Harrisburg International Airport (HIA), primarily located 
in Lower Swatara Township, Dauphin County, Pennsylvania 2) Capital City Airport (CXY), located 
in Fairview Township, York County, Pennsylvania 3) the Franklin County Regional Airport (FCRA), 
located near Chambersburg, Pennsylvania, and 4) the Gettysburg Regional Airport (GRA), located 
near Gettysburg, Pennsylvania. 

SARAA and the Harrisburg International Airport have no financial ties with the City of Harrisburg or 
any of the other appointing counties, cities or townships. 

This MD&A is a section of the annual report required by Governmental Accounting Standards Board 
Statement (GASB) No. 34, Basic Financial Statements - and Management's Discussion and 
Analysis - for State and Local Governments (GASB 34). 

Industry Headlines and SARAA’s Activities and Highlights 

The U.S. Department of Transportation’s Bureau of Transportation Statistics (BTS) reported that 
2013 U.S. total domestic scheduled passenger enplanements increased slightly, up 0.5 percent, when 
compared to 2012.  2013 domestic scheduled capacity, measured by available seat-miles, increased 
1.5 percent. 

In January 2014, BTS reported the 3rd quarter 2013 domestic average roundtrip fare, the most recent 
quarter for which data is available, rose to $390—an increase of 17.1 percent when compared to $333 
in the third quarter of 2012.  When adjusted for inflation, the $390 third-quarter 2013 average fare 
was the highest third quarter fare since the $398 average fare in 2010.     
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The industry trade group Airlines for America (A4A) reported in March 2014 that excluding one-time 
items, U.S. airlines generated net profits of $7.4 billion or 4.9 percent of revenues in 2013.  In the 
release, John Heimlich, A4A Vice President and Chief Economist said “the U.S. airline industry 
continued its upward climb in 2013, recording a fourth consecutive year of modest profitability, 
despite incurring more than $50 billion in fuel costs for the third straight year as well as increases in 
every single non-fuel expense.”  Airline revenues increased 4.3 percent over 2012 and fuel costs 
declined 3.6 percent. A4A wrote that last year was the first year since 2001 in which the U.S. 
economy grew while jet fuel prices fell.  Jet fuel remains the U.S. airlines’ largest and most volatile 
expense.   

Throughout 2013, an improving economy and the impact of multiple large-scale airline mergers 
continued to re-shape the industry.  While total domestic passenger traffic and seat capacity increased 
slightly compared to 2012, the total number of flights flown decreased by 1.6 percent.  As fuel prices 
declined during the year, average fares steadily increased generating increasing profits for the 
nation’s airlines.  It is against this backdrop that a review of SARAA’s 2013 performance can be 
provided.   

At HIA, 2013 passenger traffic was essentially flat as there were 1,310,929 total passengers—an 
increase of 0.1 percent when compared to 2012. 

The airlines enplaned a total of 657,944 passengers at HIA in 2013—just 90 fewer than in 2012.  
Allegiant (+677.2 percent), Frontier (+70.0 percent), Air Canada (+6.2 percent) and American Eagle 
(+4.8 percent) all posted increases in enplaned traffic while US Airways (-4.0 percent), Delta (-3.8 
percent) and United (-1.9 percent) all posted decreases in year-over-year traffic.  For the third time in 
the past five years, the new United (including traffic previously served by Continental) enplaned the 
most passengers at HIA.  Once US Airways and American complete their merger, the new American 
should once again become the top airline at HIA.   

2013 was the first full calendar year of flight activity at HIA for both Allegiant and Frontier Airlines.  
Allegiant offered year-round nonstop service to St. Petersburg/Clearwater International Airport and 
Orlando/Sanford International Airport while Frontier offered year-round nonstop service to Orlando 
International Airport and service to Denver International Airport between April and December.  The 
enplaned traffic increase generated by these two airlines (+50,440) eclipsed the decline in enplaned 
passengers (-50,209) by the established network airlines.  Charter activity accounted for the 
remaining change in enplaned traffic (-321).  There were no major schedule changes during 2013. 

Total 2013 departing seat capacity at HIA decreased by 3.9 percent compared to 2012.  Again, 
Allegiant (+477.5 percent) and Frontier (+65.8 percent) produced the largest increases in available 
seats for sale.  While network carriers American Eagle (+1.9 percent) and Air Canada (+1.5 percent) 
generated a slight increase in seats, these increases did not make up for declines posted by the other 
larger network carriers:  US Airways (-8.2 percent), United (7.4 percent) and Delta (-4.2 percent).   

2013’s basically flat traffic combined with reduced seat capacity generated an overall departing 
passenger load factor of 82.2 percent—an increase of 5.1 points over 2012 and the highest yearly 
average in the airports history.  According to Sabre Airline Solutions, HIA’s estimated 2013 full year 
average one way booked fare was $285 down slightly from 2012’s $287.   

There was 50,945 tons of cargo flown into and out of Harrisburg International Airport in 2013 
representing a 1.0 percent decline compared to 2012.  UPS generated a 2.9 percent increase in cargo 
tonnage while Federal Express (-3.1 percent) and the network carriers (-21.5 percent) posted declines. 

The Federal Aviation Administration (FAA) reported there were 53,951 total 2013 airport operations 
at HIA which was a decline of two percent compared to 2012.          
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The following table shows the 2013 percentage fluctuation from 2012 for change in seats, change in 
total passengers and passenger market share:  (List ranked by 2013 passenger market share) 

Change in
Change in Enplaned Market

Seats Passengers Share

United Airlines -7.4% -1.9% 28.3%
US Airways -8.2% -4.0% 27.7%
Delta Air Lines -4.2% -3.8% 24.3%
American Eagle 1.9% 4.8% 6.8%
Frontier 65.8% 70.0% 6.4%
Allegiant 477.5% 677.2% 5.8%
Air Canada 1.5% 6.2% 0.7%

Total Passenger Airlines -3.9% 0.0% 100.0%

 

The following table shows a summary of various activities at HIA: 

2013 2012 % Change

Enplanements             657,944             658,034 0.0%
Air carrier operations               35,861               38,859 -7.7%
Landed weight (passenger airlines only)      748,259,560      779,990,743 -4.1%
Cargo tons               50,945               51,435 -1.0%
Parking revenue  $      7,599,198  $      7,478,604 1.6%

 

Financial Highlights 

After two good years, SARAA presented a budget for 2013 that was cautious with only 632,000 
enplanements planned as SARAA foresaw cutbacks in flights from the major airlines.  No fees were 
changed.  Anticipation of a slightly leaner year and better than expected performance in parking and 
vehicle rental revenue produced a much better than expected year as Net Operating Revenue 
(excluding depreciation) was 8.2% ahead of the budgeted expectations. 

• Operating revenues were 2.5% worse than 2012 but ended 3.9% better than the budget.  
Operating expenses (excluding depreciation) were 3.3% more than 2012 and was less than 
1% more than the budget.   

• The accounting policy about depreciation of HIA’s airfield pavement was changed from the 
modified approach to regular depreciation in 2012.  Catch-up depreciation was recorded 
causing the large one-time increase in that expense item for 2012.  (See Significant 
Variances.) 

• Over a million dollars were added to SARAA’s managed liquid reserves. 

• The required bond coverage ratios were met and maintained for 2013. 

• All monthly debt service payments required by the bond trustee were made. 
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Overview of Financial Statements 

SARAA only engages in business-type activities.  These are activities that are intended to recover all 
or a significant portion of their costs through user fee charges to external parties for goods or services.  
SARAA reports its business-type activities in a single enterprise fund, meaning that its activities are 
operated and reported like a private-sector business.   

SARAA’s financial report includes a Balance Sheet, Statement of Revenues, Expenses and Changes 
in Net Position and a Statement of Cash Flows.  Comparative financial statements with a restated 
fiscal year 2012 are presented.  The restatement of 2012 involves the elimination of unamortized 
bond issuance costs and deferred losses on bond refundings in accordance with GASB Statement No. 
65, Items Previously Reported as Assets and Liabilities.  (Please see “Note 2:  Summary of 
Significant Accounting Policies, Change in Accounting Principle” in the Notes to Financial 
Statements.)  The notes to the financial statements provide more detailed data.  These financial 
statements are prepared in accordance with accounting principles generally accepted in the United 
States of America as promulgated by the GASB.  

The net position of SARAA is comprised of these categories: 

• Net investment in capital assets - reflects SARAA’s investment in capital assets (e.g. land, 
buildings, machinery and equipment), less any related debt used to acquire those assets that is 
still outstanding.  SARAA uses these capital assets to provide services to the public; 
consequently, these assets are not available for future spending. 

• Restricted - represent resources that are subject to external restrictions on how they may be 
used. 

• Unrestricted - represent resources that may be used to meet SARAA’s ongoing obligations to 
the public and creditors. 

2013 to 2012 Comparative Statements of Revenues, Expenses and Changes in Net Position 

The Statement of Revenues, Expenses and Changes in Net Position reflect the operating activity of 
SARAA for the years using the accrual basis of accounting, similar to private sector companies.  The 
change in net position is an indicator of whether the overall fiscal condition of SARAA has improved 
or worsened during the year.   

The change in net position for the years ended December 31, 2013 and 2012 was $4.9 million and 
$(14.8) million, respectively.  The comparative analysis is a summary of the Statement of Revenues, 
Expenses and Changes in Net Position for 2013 and 2012.  
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Restated Dollar Percent
2013 2012 Change Change

Operating Revenues

Facilities revenue  $           7,793,001  $           8,373,959  $           (580,958) -6.9%

Parking fees               7,566,200               7,478,604                  87,596 1.2%

Vehicle rental fees and customer

facility charges               3,912,690               3,913,506                      (816) 0.0%

Landing fees               3,867,761               3,817,480                  50,281 1.3%

Apron and gate use fees               1,012,715               1,133,215               (120,500) -10.6%

Concession fees                  417,352                  402,173                  15,179 3.8%

Fuel flowage and other commissions                  448,231                  416,213                  32,018 7.7%

Other income                  839,829                  990,273               (150,444) -15.2%

Total operating revenues             25,857,779             26,525,423               (667,644) -2.5%

Operating Expenses 

Salaries, wages, payroll 

taxes and benefits               6,051,433               5,749,595                301,838 5.2%

Professional and consulting fees                  418,031                  260,508                157,523 60.5%

Marketing                  632,601                  813,194               (180,593) -22.2%

Insurance                  523,262                  497,379                  25,883 5.2%

Utilities               1,561,797               1,763,691               (201,894) -11.4%

Parking facility               2,315,066               2,240,050                  75,016 3.3%

Repairs and maintenance               1,370,919               1,362,227                    8,692 0.6%

Supplies, parts and other               1,778,706               1,496,315                282,391 18.9%

Depreciation             15,536,708             23,489,522            (7,952,814) -33.9%

Total operating expenses             30,188,523             37,672,481            (7,483,958) -19.9%

Loss From Operations             (4,330,744)           (11,147,058)             6,816,314 -61.1%

Nonoperating Expenses 

Net of Revenues             (4,807,961)             (7,786,960)             2,978,999 -38.3%

Capital Contributions and Grants               4,212,559               4,085,760                126,799 3.1%

Decrease in Net Position             (4,926,146)           (14,848,258)             9,922,112 -66.8%

Net Position, Beginning of Year
As Previously Reported             92,944,190           114,798,914          (21,854,724) -19.0%

Change in Accounting Principle                              -             (7,006,466)             7,006,466 -100.0%

Net Position, Beginning of Year

As Restated             92,944,190           107,792,448          (14,848,258) -119.0%

Net Position, End of Year $         88,018,044 $         92,944,190 $        (4,926,146) -5.3%

 

Loss From Operations:  Depreciation is a noncash expense so the loss does not reflect the cash 
position.  The Statements of Cash Flows present an accurate portrayal of cash activity.  Also, the 
Schedule of Capital and Noncapital Revenues and Expenses, which is presented as supplementary 
information, is more reflective of SARAA’s annual fiscal operations.  See the depreciation discussion 
below under Significant Variances to explain the exceedingly large depreciation change. 
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Significant Variances for 2013 to 2012 

• Operating Revenues:  The major airlines were charged less of the terminal’s common use 
area rent (for baggage facilities) as their share of enplanements decreased.  The major airlines 
also used less gate facilities and exclusive area in the terminal.  Parking revenues increased 
1.2% even though passenger traffic was flat and fees were the same as 2012.  Utility revenues 
(other income) declined 12%.  Revenues from Operating Grants (other income) increased as 
we received nonrecurring monies from the Federal Emergency Management Agency (FEMA) 
and the US Immigration and Customs Enforcement (ICE) agency. 

• Operating Expenses (other than depreciation):  After a very mild winter of 2012 reduced 
expenses that year, 2013 returned to a more normal year.  In the tenth year of the terminal 
being open, IT systems needed updating and replacement.  The introduction of Frontier and 
Allegiant Airlines into the HIA market required extraordinary marketing promotion in 2012, 
which was not duplicated in 2013.  Electricity costs decreased $223,000 due to energy saving 
practices and reduced prices.  One maintenance position was added to the organization in 
2013. 

• Depreciation:  In 2012, SARAA changed its method of accounting for the HIA airfield 
pavement that was previously accounted for under the modified approach to begin 
depreciating those assets.  This method of depreciating all runways, taxiways and ramps at 
HIA provides a consistent approach for accounting for all SARAA’s assets, as well as 
provides consistency with industry standards.  This change in accounting method resulted in 
SARAA recording approximately $13 million of depreciation expense on assets previously 
accounted for under the modified approach.  Furthermore, SARAA capitalized approximately 
$3.9 million of improvements during 2012 that would have otherwise been expensed in 
accordance with the modified approach.  2013 is the second year under this methodology and 
reflects a normal year’s depreciation. 

• Nonoperating Expenses Net of Revenues:  At the end of 2012, SARAA refunded their 2003 
Bonds at a significant savings of interest expense ($1.4 million in 2013).  The interest 
expense has always included the amortization of bond issuance costs.  Starting in 2013, 
SARAA is only amortizing bond premiums and discounts.  The 2003 bonds were refunded in 
2012 with a new bond issuance.  All other bond issuance costs are expensed in the year they 
are incurred.  With the 2012 Restated financial statements, the balance of the 2008 bond 
issuance costs were presented as an adjustment to beginning net position.  This restatement 
and the related change in accounting policy resulted in a savings of $1.2 million as 2012 was 
the year impacted with the restatement. 

• Capital Contributions and Grants:  The amounts recorded vary year-to-year with the level 
of construction activity at SARAA’s four airports.  When there is more construction, there are 
more grant dollars reimbursing those costs. 

• Change in Accounting Principle:  Please see the discussion in “Significant Variances for 
2012 to 2011” and in “Nonoperating Expenses Net of Revenues” above. 
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2012 to 2011 Comparative Statements of Revenues, Expenses and Changes in Net Position 

The change in net position for the years ended December 31, 2012 and 2011 was $(14.8) million and 
$(2.3) million, respectively.  The comparative analysis below is a summary of the Statement of 
Revenues, Expenses and Changes in Net Position for 2012 and 2011.  

Restated Dollar Percent
2012 2011 Change Change

Operating Revenues

Facilities revenue  $           8,373,959  $           8,135,341  $              238,618 2.9%

Parking fees               7,478,604               7,264,273                  214,331 3.0%

Vehicle rental fees and customer

facility charges               3,913,506               3,864,889                    48,617 1.3%

Landing fees               3,817,480               4,012,290                (194,810) -4.9%

Apron and gate use fees               1,133,215               1,147,442                  (14,227) -1.2%

Concession fees                  402,173                  387,380                    14,793 3.8%

Fuel flowage and other commissions                  416,213                  419,775                    (3,562) -0.8%

Other income                  990,273                  833,510                  156,763 18.8%

Total operating revenues             26,525,423             26,064,900                  460,523 1.8%

Operating Expenses 

Salaries, wages, payroll 

taxes and benefits               5,749,595               5,645,582                  104,013 1.8%

Professional and consulting fees                  260,508                  489,967                (229,459) -46.8%

Marketing                  813,194                  641,181                  172,013 26.8%

Insurance                  497,379                  471,634                    25,745 5.5%

Utilities               1,763,691               1,765,416                    (1,725) -0.1%

Parking facility               2,240,050               2,273,746                  (33,696) -1.5%

Repairs and maintenance               1,362,227               1,312,489                    49,738 3.8%

Supplies, parts and other               1,496,315               1,591,697                  (95,382) -6.0%

Depreciation             23,489,522             10,662,964             12,826,558 120.3%

Total operating expenses             37,672,481             24,854,676             12,817,805 51.6%

Income (Loss) From Operations           (11,147,058)               1,210,224           (12,357,282) 1021.1%

Nonoperating Expenses 

Net of Revenues             (7,786,960)             (8,863,283)               1,076,323 -12.1%

Capital Contributions and Grants               4,085,760 5,355,476             (1,269,716) -23.7%

Decrease in Net Position           (14,848,258)             (2,297,583)           (12,550,675) -546.3%

Net Position, Beginning of Year
As Previously Reported           114,798,914           117,096,497             (2,297,583) -2.0%

Change in Accounting Principle             (7,006,466)                              -             (7,006,466) 0.0%

Net Position, Beginning of Year
As Restated           107,792,448           117,096,497             (9,304,049) 7.9%

Net Position, End of Year $         92,944,190 $       114,798,914 $       (21,854,724) -19.0%
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Significant Variances for 2012 to 2011 

Operating Revenues:  Properties at CXY and FCRA reverted to SARAA in 2011 and increased 
rentals as these buildings could now be rented along with the land.  Vacant lands owned by SARAA 
adjacent to HIA were rented to non-aviation tenants.  Passenger parking in the Long Term/Economy 
lot increased 5.5%.  Landing fees declined as AirTran ceased service in August 2012 and US Airways 
and United decreased their landed weight compared to the previous year.  Other income increased as 
water and sewer rates to tenants increased to meet the cost of providing the utility service.  For the 
first time, the US Immigration and Customs Enforcement (ICE) agency shared a portion of two 
property seizures with the HIA Police Department, the proceeds of which were used to purchase a 
new police vehicle. 

Operating Expenses (other than depreciation):  The extremely mild winter saved an excess of 
$350,000 (combined) in five different expense accounts.  That savings was spent later in the year as 
we accelerated other operating and maintenance expense into 2012, thus the savings are not readily 
apparent in the year end expense totals.  In 2011, legal fees drove up professional fees as a claim was 
pursued against the TSA for grant monies for construction of the terminal building.  The obligation to 
these attorneys was capped so there was no expense in 2012.  With the departure of AirTran Airways, 
increased marketing expense was necessary to introduce two new airlines, Frontier & Allegiant to our 
service market. 

Depreciation:  Effective January 1, 2012, SARAA changed its method of accounting for the HIA 
airfield pavement that was previously accounted for under the modified approach and began 
depreciating those assets.  The current method of depreciating all runways, taxiways and ramps at 
HIA provides a consistent approach for accounting for all SARAA’s assets, as well as provides 
consistency with industry standards. 

This change in accounting method resulted in SARAA recording approximately $13 million of 
depreciation expense on assets previously accounted for under the modified approach.  Furthermore, 
SARAA capitalized approximately $3.9 million of improvements during 2012 that would have 
otherwise been expensed in accordance with the modified approach. 

Nonoperating Revenues (Expenses):  A loss on disposal was recorded for design work for a train 
station on the rail line adjacent to HIA that was written off in 2011 for $1.3 million.  The money was 
spent originally in 2002 to 2005.  No comparable item was recorded in 2012.  Interest expense was 
decreased $0.5 million with the restatement of 2012’s financial statements.  See “Change in 
Accounting Principle” below. 

Capital Contributions and Grants:  The amounts recorded vary year-to-year with the level of 
construction activity at SARAA’s four airports.  When there is more construction, there are more 
grant dollars reimbursing those costs. 

Change in Accounting Principle:  Please see “Note 2:  Summary of Significant Accounting 
Policies, Change in Accounting Principle” in the Notes to Financial Statements.  In the past, SARAA 
amortized bond issuance costs over the life of the related bond issue in agreement with generally 
accepted accounting principles in effect at that time.  With the implementation of GASB Statement 
No. 65, all bond issuance costs are expensed in the year they are incurred, the year of bond issuance.  
The unamortized 2003 and 2008 Bond issuance costs as of the beginning of 2012 were written off in 
this change of accounting principle as represented by the $7.0 million reduction of previously 
reported beginning net position. 
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Balance Sheet Summary 

A condensed summary of SARAA’s balance sheets at year-end is shown below: 

Restated
2013 2012 2011

Assets
Assets

Current assets $       15,157,450 $       14,164,262 $    13,554,621 
Noncurrent restricted cash and investments          15,163,647          15,058,904       13,156,672 
Capital assets, net        233,691,624        244,279,384     262,124,721 
Other assets -                        -                                 6,590,923 

Total assets $     264,012,721 $     273,502,550 $  295,426,937 

Liabilities
Current liabilities  $       10,449,278  $       10,724,594  $      9,895,754 
Long-term liabilities         165,545,399         169,833,766      170,732,269 

Total liabilities         175,994,677         180,558,360      180,628,023 

Net Position
Net investment in capital assets           75,653,511           82,174,989      104,589,426 
Restricted             7,162,346             6,488,476          6,466,878 
Unrestricted             5,202,187             4,280,725          3,742,610 

Total net position 88,018,044         92,944,190         114,798,914     

Total liabilities and net position 264,012,721$    273,502,550$    295,426,937$  

 

Balance Sheet Discussion - 2013 vs. 2012 

Current assets:  Overall, current assets increased, as in evaluating the individual elements, the 
increases outweighed the declines.  The cash balance increased slightly from 2012 year end.  Prepaid 
expenses increased as SARAA received an appreciable savings when the 2014’s elevator and 
escalator maintenance contract was prepaid.  Investments increased as reserves increased $1.1 million 
to a healthier level to withstand unforeseen financial storms. 

Noncurrent cash and investments:  Little changed in the Debt Service Reserve funds and the 
Renewal and Replacement Reserve.  The Maintenance and Operation Reserve received increased 
funds to stay in compliance with funding requirements tied to SARAA’s operating expense budget.  
Thus when the budget increased, so did the reserve. 

Other assets:  This is the result of the 2012 Bond refunding of the 2003 Bonds.  When the 2003 
Bonds were issued, a large amount was paid for bond issuance.  It was being amortized over the life 
of the 2003 Bonds.  Bond issuance costs were eliminated in 2012 with the implementation of GASB 
No. 65. 
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Capital assets, net of accumulated depreciation, decreased as annual depreciation expense exceeded 
new capital projects added during the year.   

Long-term liabilities decreased as the regular annual debt service principal shifted to current 
liabilities.   One new note was added for leasing of a shuttle bus.  The long-term balance is $109,209. 

Net position serves as a useful indicator of SARAA’s financial position.  SARAA’s total assets 
exceeded total liabilities by $92 million at December 31, 2013.  This is a decrease from the prior year 
as depreciation decreases capital assets at a greater rate than we can invest in new capital assets.  

The largest component of SARAA’s net position (87% as of December 31, 2013) is invested in 
capital assets (e.g., land, infrastructure, buildings, improvements and equipment), net of the related 
debt outstanding used to acquire those capital assets.  Although SARAA’s investment in its capital 
assets is reported net of related debt, it should be noted that the resources required to repay this debt 
must be provided annually from operations since it is unlikely that the capital assets themselves will 
be liquidated to pay liabilities. 

The components of restricted net position are limited to their use by external sources as described 
below: 

• Bond resolution requires funds be put aside to ensure the continued operation of the airports. 

• The FAA requires the use of passenger facility charges (PFC’s) collected from passengers by 
the airlines only for approved capital projects including debt service thereon. 

Unrestricted net position may be used for any lawful airport system purpose. 

Balance Sheet Discussion - 2012 vs. 2011 

Current assets:  Overall, current assets increased, as in evaluating the individual elements, the 
increases outweighed the declines.  The cash balance declined from 2011 year-end; however, last 
year-end cash was inflated but restricted by the terms of a bank loan.  Accounts receivable was 
reduced to more normal year-end balance as collections were better.  Grants receivable had a larger 
balance than normal as there was active construction at year end.  Investments increased as reserves 
increased to a healthier level to withstand unforeseen financial storms. 

Noncurrent cash and investments:  The debt service reserve funds are all cash funded now.  The 
2012 Bonds that refunded the 2003 Bonds fully funded the reserve.  This accounts for the increase in 
2012.  All other balances remained constant or increased slightly.  Prior to the 2012 Bond issuance, 
some of the reserves were funded with an irrevocable letter of credit. 

Capital assets, net of accumulated depreciation, decreased as annual depreciation expense exceeded 
new capital projects added during the year.  In 2012, this effect was much more severe than normal as 
noted previously due to the change in accounting method.  

Other assets:  This is the result of the 2012 Bond refunding of the 2003 Bonds.  When the 2003 
Bonds were issued, a large amount was paid for bond issuance.  It was being amortized over the life 
of the 2003 Bonds.  Bond issuance costs were eliminated in 2012 with the implementation of GASB 
No. 65. 
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Long-term liabilities decreased as the bond obligations were restructured and the regular annual debt 
service principal shifted to current liabilities.  Three notes were paid off early during 2012 removing 
$895,605 of long-term debt.  

Net position serves as a useful indicator of SARAA’s financial position.  SARAA’s total assets 
exceeded total liabilities by $98 million at December 31, 2012.  This is a decrease from the prior year 
as depreciation decreases capital assets at a greater rate than we can invest in new capital assets.   
This is especially true in a year when much more depreciation was recorded than normal due to the 
accounting change. 

The largest component of SARAA’s net position (89% as of December 31, 2012) is invested in 
capital assets (e.g., land, infrastructure, buildings, improvements and equipment), net of the related 
debt outstanding used to acquire those capital assets.  Although SARAA’s investment in its capital 
assets is reported net of related debt, it should be noted that the resources required to repay this debt 
must be provided annually from operations since it is unlikely that the capital assets themselves will 
be liquidated to pay liabilities. 

The components of restricted net position are limited to their use by external sources as described 
below: 

• Bond resolution requires funds be put aside to ensure the continued operation of the airports. 

• The FAA requires the use of passenger facility charges (PFC’s) collected from passengers by 
the airlines only for approved capital projects including debt service thereon. 

Unrestricted net position may be used for any lawful airport system purpose. 

Cash and Investment Management  

2013 2012 2011

Cash and cash equivalents $         437,289 $         400,118 $         720,312 
Maintenance and operations reserve         2,521,312         2,443,671         2,408,562 
Renewal and replacement reserve            507,748            504,889            501,209 
Coverage account         1,827,900         1,420,995         1,435,691 
Capital improvement account         1,506,190            801,542            501,160 

$      6,800,439 $      5,571,215 $      5,566,934 
 

The above funds are invested according to the Commonwealth of Pennsylvania Municipal Authorities 
Act Section 5611 as described in Note 4, Cash and Investments, of the financial statements.  All funds 
are secure as they are insured by the FDIC or collateralized by the respective financial institution as 
permitted by Act 72 of the 1971 session of the Pennsylvania General Assembly for the protection of 
public depositors. 

The Maintenance and Operations Reserve is set by the Master Trust Indenture for the 2008 & 2012 
Bonds at one sixth of the current year’s operating budget.  The Renewal and Replacement Reserve is 
set by the Master Trust Indenture at a minimum of $500,000.  Further details may be found in Note 5 
of the financial statements.  The Coverage Account has a beneficial effect in calculating the bond 
covenant.  Capital Improvement Account represents remaining revenues to be used by SARAA for 
any lawful aviation purpose. 

The cash and equivalents at December 31, 2011 include $442,000 of unexpended loan funds required 
to be held by the bank and used only for the loan’s purpose, the parking revenue control system. 
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SARAA’s restricted debt service funds at December 31 were as follows: 

2013 2012 2011

Debt service funds  $      7,819,360  $      8,064,855  $      7,977,526 
Debt service reserve funds        12,058,069        12,047,242        10,177,991 

$    19,877,429 $    20,112,097 $    18,155,517 
 

The trustee, Manufacturers Traders and Trust Co., holds the above funds.  They are invested under 
direction of SARAA according to Section 4.07(h) in the applicable Supplemental Trust Indenture 
with respect to SARAA’s Senior Bonds and Section 4.04(g) in the Third Supplemental Subordinate 
Trust Indenture with respect to SARAA’s Subordinate Bonds.  Permitted investments are defined in 
the Senior Master Indenture and in the Fourth Supplemental Trust Indenture. 

With the issuance of the 2012 Bonds, SARAA terminated an irrevocable letter of credit.  Prior to its 
termination, SARAA replaced $7,100,000 of the Debt Service Reserve Funds with an irrevocable 
letter of credit.  It is not included in the balances above. 

Capital Asset Activity 

The following are projects underway or completed in 2013: 

• Demolition of the old Terminal Building (#510) underway at HIA 

• Design of Runway 13-31 rehabilitation underway at HIA 

• Master Plan development underway at HIA 

• Repair of a 96” Arch Culvert under Airport Drive completed at HIA 

• An emergency generator, two new vehicles, and a tow-behind broom acquired at HIA 

• Guidance system installation completed at FCRA 

• Easements acquired at GRA 

• Runway 8-26 rehabilitation completed at CXY 

• Runway lights rehabilitation completed at CXY 

Cash paid for capital projects was $5.2 million.  SARAA received $4.4 million in capital grants 
toward the capital additions.  See Note 6 to the financial statements for a summary of capital asset 
activity. 

As part of the Noise Relocation Project at HIA, seven properties were purchased in the borough of 
Middletown and the houses were demolished or scheduled to be demolished.  The tenants of rental 
properties were relocated.  The Noise Relocation Project includes expenditures for survey, evaluation, 
appraisal, property acquisition, demolition and relocation expenditures under a program approved by 
the Federal Aviation Administration (FAA).  Should this land be sold, proceeds will revert to the 
FAA.  Therefore, expenditures are recorded on the Statements of Revenues, Expenses and Changes in 
Net Position as nonoperating expenses.  Related FAA grants are recorded as nonoperating revenues. 
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Long-Term Debt  

Capital acquisitions are funded using a variety of financing mechanisms, including federal and state 
grants, passenger facility charges (PFC), public debt issues, the renewal and replacement account, 
capital improvement account and airport operating revenue. 

The use of PFC’s is fully explained in Note 2, Passenger Facility Charges, of the financial statements.  
Currently and for the foreseeable future, all PFC’s are pledged as an offset to the debt service 
requirements of the 2008A and 2008B bonds and thereafter, the 2012A, 2012B and 2012C bonds. 

SARAA’s annual debt service for their five bond issues is scheduled at approximately $12 million 
annually through 2037.  Principal payments will now be focused on the 2012C bonds through 2017.  
The 2012C bonds are the final outstanding subordinate bonds.  No new bond issues except possible 
refundings are anticipated in the immediate future. 

The following debts were paid off early in 2012: 

• Unsecured bank debt issued in 2011 for a replacement of the parking revenue control system 

• A secured capital lease issued in 2011 for three parking shuttle buses at HIA 

• A secured capital lease issued in 2012 to replace the maintenance radio system at HIA 

Debt service coverage covenants must be maintained at 125% of Senior debt service and 110% of the 
Senior and Subordinate bonds.  SARAA meets these thresholds, and funds are managed as to not go 
below the covenant levels.  The covenants are more fully described in Note 7, Covenants, in the 
financial statements. 

Requests for Information 

This financial report is designed to provide a general overview of SARAA’s finances for all those 
interested.  Questions concerning any of the information provided in this report or the 2012 report or 
requests for additional information should be addressed in writing to the Deputy Director, Finance & 
Administration, Harrisburg International Airport, One Terminal Drive, Suite 300, Middletown, PA  
17057 or via SARAA’s website www.flyhia.com. 
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Susquehanna Area Regional Airport Authority 
Balance Sheets 

December 31, 2013 and 2012 

 

 
2012

2013 Restated

Assets
Current Assets

Unrestricted Assets
Cash and cash equivalents  $            437,289  $            400,118 
Accounts receivable, net of allowance of $70,000             1,011,485             1,016,973 
Grants receivable             1,074,622             1,260,155 
Prepaids and other assets                402,723                134,545 
Inventory                719,742                737,518 
Investments             3,334,090             2,222,537 

Total unrestricted current assets             6,979,951             5,771,846 

Restricted Assets
Cash and investments             7,950,701             8,147,005 
Passenger facility charge receivables                226,798                245,411 

Total restricted current assets             8,177,499             8,392,416 
Total current assets           15,157,450           14,164,262 

Noncurrent Assets
Cash and investments, restricted           15,163,647           15,058,904 
Capital assets

Nondepreciable capital assets           24,232,061           25,210,066 
Depreciable capital assets         209,459,563         219,069,318 

Net capital assets         233,691,624         244,279,384 
Total noncurrent assets         248,855,271         259,338,288 

Total assets 264,012,721$    273,502,550$     
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2012

2013 Restated

Liabilities and Net Position
Current Liabilities

Accounts payable  $            785,647  $            713,360 
Accounts payable - construction                880,922             1,098,443 
Accrued interest payable             4,044,213             4,852,500 
Accrued expenses                618,780                530,075 
Unearned revenue                302,500                160,216 
Current portion of notes payable                  42,216                           - 
Current portion of bonds payable             3,775,000             3,370,000 

Total current liabilities           10,449,278           10,724,594 

Noncurrent Liabilities
Estimated costs of remediation                850,000                850,000 
Unearned revenue                  39,249                  47,085 
Bond and other deposits                  31,588                  40,385 
Note payable, less current portion                109,209                           - 
Bonds payable, less current portion         164,515,353         168,896,296 

Total noncurrent liabilities         165,545,399         169,833,766 
Total liabilities         175,994,677         180,558,360 

Net Position
Net investment in capital assets           75,653,511           82,174,989 
Restricted             7,162,346             6,488,476 
Unrestricted             5,202,187             4,280,725 

Total net position           88,018,044           92,944,190 

Total liabilities and net position 264,012,721$    273,502,550$    
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Susquehanna Area Regional Airport Authority 
Statements of Revenues, Expenses and Changes in Net Position 

Years Ended December 31, 2013 and 2012 

 

 
2012

2013 Restated

Operating Revenues
Facilities revenue $         7,793,001  $      8,373,959 
Parking fees            7,566,200          7,478,604 
Vehicle rental fees and customer facility charges            3,912,690          3,913,506 
Landing fees            3,867,761          3,817,480 
Apron and gate use fees            1,012,715          1,133,215 
Concession fees               417,352             402,173 
Fuel flowage and other commissions               448,231             416,213 
Other income               839,829             990,273 

Total operating revenues          25,857,779        26,525,423 

Operating Expenses 
Salaries, wages, payroll taxes and benefits            6,051,433          5,749,595 
Professional and consulting fees               418,031             260,508 
Marketing               632,601             813,194 
Insurance               523,262             497,379 
Utilities            1,561,797          1,763,691 
Parking facility            2,315,066          2,240,050 
Repairs and maintenance            1,370,919          1,362,227 
Supplies, parts and other            1,778,706          1,496,315 
Depreciation          15,536,708        23,489,522 

Total operating expenses          30,188,523        37,672,481 

Loss From Operations           (4,330,744)       (11,147,058)

Nonoperating Revenues (Expenses)
Passenger facility charges            2,657,078          2,623,502 
Noise relocation project disbursements           (1,686,686)            (395,538)
Noise relocation project grants            1,603,509             383,888 
Investment income               101,721             140,895 
Interest expense           (7,490,229)         (9,488,352)
Bond issuance costs                           -         (1,055,417)
Gain on disposal of capital assets                   6,646                 4,062 

Total nonoperating  expenses           (4,807,961)         (7,786,960)

Decrease in Net Position Before Capital Contributions and Grants           (9,138,705)       (18,934,018)

Capital Contributions and Grants 
Federal, state and local grants             4,212,559          4,085,760 

Decrease in Net Position           (4,926,146)       (14,848,258)

Net Position, Beginning of Year, as Previously Reported           92,944,190      114,798,914 

Change in Accounting Principle                            -         (7,006,466)

Net Position, Beginning of Year, as Restated           92,944,190      107,792,448 

Net Position, End of Year $       88,018,044  $    92,944,190 
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Susquehanna Area Regional Airport Authority 
Statements of Cash Flows 

Years Ended December 31, 2013 and 2012 
 

 
2013 2012

Cash Flows From Operating Activities

Cash received from customers  $        25,997,715  $        26,817,431 

Cash paid to employees for services            (5,971,525)            (5,692,805)

Cash paid to suppliers for goods and services            (8,778,497)            (8,435,378)
Net cash provided by operating activities           11,247,693           12,689,248 

Cash Flows From Noncapital Financing Activities

Noise relocation grants received             1,603,509                339,003 

Noise relocation project costs            (1,686,686)               (425,607)
Net cash used in noncapital financing activities                 (83,177)                 (86,604)

Cash Flows From Capital and Related Financing Activities

Proceeds from issuance of bonds                            -          124,099,812 

Bonds refunded                            -        (121,100,000)
Bond issue costs paid                            -            (1,055,417)

Principal paid on long-term debt            (3,370,000)            (4,215,000)
Interest paid            (8,904,459)            (9,824,190)

Net principal payment on loans                            -               (365,873)

Proceeds from note payable                151,425                170,652 
Passenger facility charges received             2,675,691             2,599,370 

Acquisition and construction of capital assets            (5,159,823)            (4,394,782)
Proceeds from sale of capital assets                            -                    4,062 

Capital grants received             4,398,092             3,241,447 

Net cash used in capital and related financing activities          (10,209,074)          (10,839,919)

Cash Flows From Investing Activities

Investment income                101,721                112,523 
Purchase of investment securities          (16,529,736)          (26,544,744)

Proceeds from sales of investment securities           15,509,744           24,349,302 
Net cash used in investing activities               (918,271)            (2,082,919)

Net Increase (Decrease) in Cash and Cash Equivalents                  37,171               (320,194)

Cash and Cash Equivalents, Beginning of Year                400,118                720,312 

Cash and Cash Equivalents, End of Year $            437,289 $            400,118 
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Susquehanna Area Regional Airport Authority 
Statements of Cash Flows (Continued)  

Years Ended December 31, 2013 and 2012 

 

 
2013 2012

Reconciliation of Loss From Operations to Net Cash 

Provided by Operating Activities

Loss from operations  $        (4,330,744)  $      (11,147,058)

Item not requiring cash

Depreciation of capital assets           15,536,708           23,489,522 

Change in assets and liabilities

Accounts receivable                    5,488                311,917 

Inventory                  17,776                 (61,094)

Prepaids and other assets               (268,178)                  54,258 

Deferred revenue                134,448                 (19,914)

Bond and other deposits                   (8,797)                   (4,858)

Accounts payable and accrued expenses                160,992                  66,475 

Net cash provided by operating activities $        11,247,693 $        12,689,248 

Noncash Capital and Related Financing Activities

Capital assets included in accounts payable at end of year  $            880,922  $         1,098,443 
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Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 

Note 1: Reporting Entity 

On January 2, 1998, the Commonwealth of Pennsylvania (Commonwealth), acting through the 
Pennsylvania Department of Transportation (PennDOT), transferred operation and ownership of 
the Harrisburg International Airport (HIA), primarily located in Lower Swatara Township, 
Dauphin County, Pennsylvania and Capital City Airport (CXY), located in Fairview Township, 
York County, Pennsylvania (Airports), to the Susquehanna Area Regional Airport Authority 
(SARAA), a joint municipal authority duly created under the Pennsylvania Municipality 
Authorities Act.  The assets and obligations of the Airports, as well as the assignment of all leases, 
agreements, permits and approvals, were transferred to SARAA in consideration of a one-dollar 
payment to the Commonwealth.   

SARAA is organized under the Municipal Authorities Act (Act) as a joint authority by the Counties 
of Dauphin, Cumberland and York; the Cities of Harrisburg and York; and the Townships of 
Fairview and Lower Swatara.  Under the Act, SARAA is an independent entity governed by a 
board of directors.  Each of the municipalities appoints representatives to serve for 5-year terms on 
the board that consists of 15 directors.  Each county appoints three board members, each city 
appoints two board members, while each of the two townships appoints one board member.  An 
Executive Director of Aviation and a Deputy Executive Director of Aviation are employed to act 
on behalf of the board in connection with administration of the operational responsibilities retained 
by SARAA. 

SARAA also owns and operates the Franklin County Regional Airport (FCRA), located near 
Chambersburg, Pennsylvania and the Gettysburg Regional Airport (GRA), located near 
Gettysburg, Pennsylvania. 

 

Note 2: Summary of Significant Accounting Policies 

Basis of Accounting and Measurement Focus 

The financial statements of SARAA have been prepared using the accrual basis of accounting and 
economic resources measurement focus.  Under the accrual basis of accounting, revenues are 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the 
timing of the related cash flows. 

SARAA follows the reporting requirements for special-purpose governments involved in business-
type activities, which provide an entity-wide perspective in the financial statement presentation.  
These standards require presentation of management’s discussion and analysis, as required 
supplementary information and financial statements consisting of the balance sheet, statement of 
revenues, expenses and changes in net position using a specified format, which distinguishes 
between operating and nonoperating revenues and expenses and statement of cash flows using the 
direct method.  
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Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 
Management of SARAA has made a number of estimates and assumptions relating to the reporting 
of assets and liabilities, recognition of revenue and expenses and the disclosure of contingent assets 
and liabilities to prepare these financial statements in conformity with accounting principles 
generally accepted in the United States of America.  Actual results could differ from the estimates. 

Change in Accounting Principle 

During 2013, SARAA implemented GASB Statement No. 65, Items Previously Reported as Assets 
and Liabilities.  GASB Statement No. 65 establishes accounting and financial reporting  standards 
that reclassify certain items previously reported as assets and liabilities to deferred outflows of 
resources or deferred inflows of resources and recognizes as expenses and revenues certain items 
that were previously reported as assets and liabilities.  With the implementation of GASB 
Statement No. 65, SARAA adjusted the previously reported balances for 2012 as follows: 

Change in
As Previously Accounting

Reported Principle As Restated

Bond issue costs and other  $        2,438,575  $     (2,438,575)  $                     - 
Bonds payable        167,183,118          5,083,178      172,266,296 
Net position, beginning of year        114,798,914         (7,006,466)      107,792,448 
Interest expense          10,028,482            (540,130)          9,488,352 
Bond issuance costs                          -          1,055,417          1,055,417 

 

Revenue Recognition 

Revenue is recognized on an accrual basis with the establishment of corresponding accounts 
receivable.  The allowance method for accounts receivable is used to measure bad debts.  The 
allowance for doubtful accounts is determined based upon management’s historical analysis and 
estimation of collectibility of such accounts. 

Cash and Cash Equivalents 

SARAA considers all highly liquid investments (including restricted investments) with a maturity 
of three months or less when purchased to be cash equivalents.  Cash equivalents consist primarily 
of money market accounts. 

Investments 

Investments are stated at fair value based on estimates from external investment managers and 
quoted market prices. 
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Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 

Inventories 

Inventories of supplies and aviation fuel are stated at the lower of cost or market.  Cost is 
determined using the first-in first-out (FIFO) method. 

Restricted Assets 

Proceeds from debt and funds set aside for payment of debt are classified as restricted assets since 
their use is limited by applicable debt agreements.  It is SARAA’s policy to first apply restricted 
resources when a cost is incurred for which both restricted and unrestricted net position are 
available. 

Capital Assets 

Capital assets, such as land, buildings, equipment and infrastructure assets are stated at cost (or 
estimated historical cost).  Contributed assets are recorded at fair value at the date of contribution.  
SARAA capitalizes assets with an expected useful life of more than one year and a cost greater 
than $10,000.  Depreciation is computed using the straight-line method over the estimated useful 
lives of the assets as follows: 

Years

Buildings, including parking facility 3 to 35
Land improvements 5 to 25
Runways, taxiways and aprons 3 to 30
Utilities and sewers 10 to 50
Roads and parking areas 4 to 20
Heavy equipment, furniture and fixtures 3 to 25
Vehicles 3 to 15
Facility planning, design and other studies 5 to 20

 

Expenditures for capital assets and for major renewals and betterments that extend the estimated 
useful life of the assets are capitalized, while routine maintenance and repairs are charged to 
expense as incurred.  At the time capital assets are sold, retired, or disposed of, the costs of such 
assets and related accumulated depreciation are removed and any gain or loss on disposal is 
reflected as nonoperating activity.  All costs relating to the construction of property and equipment 
are capitalized, including interest during the period of construction.   
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Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 
Prior to 2012, SARAA used the modified approach to report the runway, six taxiways and three 
ramps at HIA.  Under this approach, SARAA did not record depreciation expense.  In addition, 
amounts expended in connection with improvements to those assets were not capitalized unless the 
improvements expand the capacity or efficiency of the asset.  Utilization of this approach required 
SARAA to commit to: 1) maintain and preserve the assets at or above a condition level established 
by SARAA; 2) maintain an inventory of the assets and perform periodic condition assessments to 
ensure that the condition level was being sustained; and 3) make annual estimates of the amounts 
that must be expended to maintain and preserve such assets at the predetermined condition levels.   

Effective January 1, 2012, SARAA changed its method of accounting for the infrastructure assets 
described in the preceding paragraph and began depreciating those assets.  The current method of 
depreciating all runways, taxiways and ramps provides a consistent approach for accounting for all 
SARAA’s capital assets, as well as provides consistency with industry standards. 

This change in accounting method resulted in SARAA recording approximately $13 million of 
depreciation expense in 2012 on assets previously accounted for under the modified approach.  
Furthermore, SARAA capitalized approximately $3.9 million of improvements during 2012 that 
would have otherwise been expensed in accordance with the modified approach. 

Lessee-Financed Improvements 

Certain leases include provisions whereby lessee-financed improvements become the property of 
SARAA.  Prior to the adoption of GASB Statement No. 33, Accounting and Financial Reporting 
for Nonexchange Transactions, SARAA recorded lessee-financed improvements only upon 
leasehold reversion or lease termination, at which time the improvements were capitalized at fair 
value and recorded as a capital contribution.  With the adoption of GASB Statement No. 33, 
SARAA now recognizes lessee-financed improvements at cost or estimated cost upon completion 
of construction, or upon the asset being placed in service, whichever occurs first.  However, lessee-
financed improvements placed in service prior to the adoption of GASB Statement No. 33 continue 
to be recognized only upon leasehold reversion or lease termination. 

Compensated Absences 

In accordance with the vesting method provided under GASB Statement No. 16, Accounting for 
Compensated Absences, accumulated vacation and personal time is accrued based on assumptions 
concerning the probability that certain employees will become eligible to receive these benefits in 
the future.   
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Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 

Net Position 

Net position is categorized into three components:  net investment in capital assets, restricted and 
unrestricted.  Net investment in capital assets consists of capital assets, net of accumulated 
depreciation reduced by outstanding balances for bonds, notes and other debt that are attributed to 
the acquisition, construction, or improvement of those assets.  Restricted net position represents 
resources that are subject to external restrictions on how they may be used.  Unrestricted net 
position consists of net position that does not meet the definition of the two preceding categories. 

Federal and State Grants 

Outlays for airport capital improvements and certain airport operating expenses, primarily those 
relating to airport security, are subject to reimbursement from federal grant programs.  Funds are 
also received for airport development from the Commonwealth.  Funding provided from 
government grants is considered earned as the related approved capital outlays or expenses are 
incurred.  Costs claimed for reimbursement are subject to audit and acceptance by the granting 
agency.  Capital funding is recorded as capital contributions and earned as allowable capital 
expenditures are incurred, whereas funding for the Noise Relocation Project is recorded as 
nonoperating revenues as related expenses are incurred. 

Rental Income 

All leases wherein SARAA is the lessor are accounted for as operating leases.  Rental income is 
generally recognized as it becomes receivable over the respective lease terms. 

Operating Versus Nonoperating and Net Position Recognition 

The policy of SARAA is to report as operating revenues and expenses items that result from 
providing services in connection with the principal ongoing activities of the airport.  All revenues 
and expenses not meeting this definition are reported as nonoperating revenues and expenses or 
capital contributions.   

Passenger Facility Charges 

Passenger facility charges (PFCs) are fees imposed on enplaned passengers by airports (and 
collected by airlines) for the purpose of generating revenue for airport projects that increase 
capacity, increase safety, or mitigate noise impacts.  PFCs are restricted for use in the acquisition of 
real estate, construction of certain airport improvements (including payment of debt service) and 
other costs, as approved by the FAA.   



 

26 

Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 
SARAA has received approval from the Federal Aviation Administration (FAA) to impose and use 
a passenger facility charge of $4.50 per eligible enplaned passenger up to approximately $129 
million.  Among the projects to be financed by SARAA’s PFCs are portions of the construction of 
the new terminal building, terminal loop road, terminal aprons, navaids and runway lighting and 
parallel taxiway and related work.  From 2009 to 2012, PFCs associated with the first $4.50 per 
eligible passenger were to be deposited monthly to pay debt service on the 2008A and 2008B 
bonds up to their maximum annual debt service and, thereafter, were to be deposited monthly to 
pay debt service on the 2003A and 2003B bonds up to their maximum annual debt service.  From 
2013 to 2018, PFCs associated with the first $4.50 per eligible passenger are to be deposited 
monthly to pay debt service on the 2008A and 2008B bonds up to their maximum annual debt 
service and, thereafter, are to be deposited monthly to pay debt service on the 2012A and 2012B 
bonds up to their maximum annual debt service.   

SARAA’s PFCs are recognized as earned as nonoperating revenues and amounted to $2,657,078 
and $2,623,502 for 2013 and 2012, respectively. 

Customer Facility Charges  

SARAA collects a customer facility charge (CFC) from all rental car concessionaires that operate 
facilities on the airport.  The CFC is $3.75 per rental car transaction per day.  CFC’s may be used 
in the following priority: (1) payment of annual debt service on the Airport System Revenue Bonds 
used to fund the design and construction of the multi-modal transportation center/ground 
transportation center; and (2) payment of operating and maintenance costs for the rental car 
portions of the multi-modal transportation center/ground transportation center.  CFC revenue 
totaled $1,784,158 and $1,872,400 for 2013 and 2012, respectively, and is included in operating 
revenues on the statements of revenues, expenses and change in net position.   

 

Note 3: Major Customers 

Major customers of SARAA represent the following percentages in SARAA operating revenues 
and passengers: 

Number of Number of
Revenues Passengers Revenues Passengers

United Airlines 15% 28% 12% 29%
U.S. Airways 14% 28% 14% 29%
Delta Airlines 12% 24% 12% 25%

2013 2012
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Note 4: Cash and Investments 

The fair values of deposits and investment securities by type of investment are: 

Operating
Cash and Restricted

Cash Cash and Unrestricted
Equivalents Investments Investments Total

Cash  $       437,289  $      1,908,003  $      3,334,090  $      5,679,382 
Money market funds                       -        10,360,118                         -        10,360,118 
Local Government 

Investment Trust                       -             443,322                         -             443,322 
Certificates of deposit                       -          4,083,320                         -          4,083,320 
Municipal obligations                       -          5,602,341                         -          5,602,341 
U.S. Government -

sponsored enterprises                       -             640,726                         -             640,726 
Accrued investment income                       -               76,518                         -               76,518 

$       437,289 $    23,114,348 $      3,334,090  $    26,885,727 

2013

 

Operating Restricted Unrestricted
Cash Investments Investments Total

Cash  $       400,118  $      2,013,333  $      2,222,537  $      4,635,988 
Money market funds                       -        13,783,392                         -        13,783,392 
Local Government 

Investment Trust                       -          2,547,052                         -          2,547,052 
Certificates of deposit                       -          1,017,379                         -          1,017,379 
Municipal obligations                       -          3,781,651                         -          3,781,651 
Accrued investment income                       -               63,102                         -               63,102 

$       400,118 $    23,205,909 $      2,222,537  $    25,828,564 

2012

 

Deposits 

Commonwealth of Pennsylvania law requires that SARAA’s deposits be placed in savings 
accounts, time deposits, or share accounts of institutions insured by the Federal Deposit Insurance 
Corporation, the Federal Savings and Loan Insurance Corporation, or the National Credit Union 
Insurance Fund.  To the extent that such accounts are so insured, and for any amounts above the 
insured maximum, the approved collateral as provided by law shall be pledged by the depository.   
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At December 31, 2013 and 2012, the carrying value and the bank balances of SARAA’s deposits 
were as follows: 

Book Bank Book Bank
Balance Balance Balance Balance

Cash  $      5,679,382  $      5,920,660  $      4,635,988  $      4,754,269 
Certificates of deposit          4,083,320          4,083,320          1,017,379          1,017,379 

2013 2012

 

Of the bank balances in 2013 and 2012, $750,000 and $3,037,465 was insured by the Federal 
Deposit Insurance Corporation (FDIC) and the remaining balances were uninsured and 
collateralized by financial institutions via single collateral pool arrangements as permitted by Act 
No. 72 of the 1971 session of the Pennsylvania General Assembly for the protection of public 
depositors. 

Investments 

SARAA’s practice is to follow Section 5611 of the Commonwealth of Pennsylvania Municipality 
Authorities Act.  In accordance with their investment policy, SARAA is authorized to invest in (1) 
U.S. Treasury bills; (2) short-term obligations of the U.S. government or its agencies or 
instrumentalities; (3) obligations of the United States of America or any of its agencies or 
instrumentalities backed by the full faith and credit of the United States of America, the 
Commonwealth or any of its agencies or instrumentalities backed by the full faith and credit of the 
Commonwealth, or any political subdivision of the Commonwealth or any of its agencies or 
instrumentalities backed by the full faith and credit of the political subdivision; and (4) shares of an 
investment company registered under the Investment Company Act of 1940 whose shares are 
registered under the Securities Act of 1933 if the only investments of that company are in the 
authorized investments for authority funds listed (1) through (3) above. 
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SARAA had the following investments and maturities as of December 31, 2013 and 2012: 

Moody's Carrying
Rating Value Less than 1 1 to 5

Money market funds Aaa-mf 10,360,118$      $     10,360,118 -$                      
Local Government Investment Trust Aaa-mf 443,322            443,322            -                        
Certificates of deposit Not Rated 4,083,320         1,252,398         2,830,922         
Municipal obligations Aa1 26,947              -                        26,947              

Aa2 610,488            -                        610,488            

Aa3 1,603,649         104,751            1,498,898         
A1 526,082            40,220              485,862            

A2 392,392            -                        392,392            

A3 2,079,072         1,930,561         148,511            

Baa 87,912              -                        87,912              

Not Rated 275,799            144,976            130,823            
Subtotal - Municipal obligations 5,602,341         2,220,508         3,381,833         
U.S. Government - sponsored enterprises Aaa 640,726            -                        640,726            
Accrued investment income n/a 76,518              76,518              -                        

$     21,206,345 $     14,352,864 $       6,853,481 

2013
Investment Maturity (in years)

 

Moody's Carrying
Rating Value Less than 1 1 to 5

Money market funds Aaa-mf 13,783,392$      $     13,783,392 -$                      
Local Government Investment Trust Aaa-mf 2,547,052         2,547,052         -                        
Certificates of deposit Not rated 1,017,379         1,017,379         -                        
Municipal obligations A3 3,781,651         1,754,580         2,027,071         
Accrued investment income n/a 63,102              63,102              -                        

$     21,192,576 $     19,165,505 $       2,027,071 

2012
Investment Maturity (in years)

 

Interest Rate Risk:  The risk that changes in interest rates of debt securities will adversely affect 
the value of an investment.  SARAA does not have an investment policy that manages exposure to 
fair value losses arising from increasing interest rates.   

Credit Risk:  The risk that an issuer or other counterparty to an investment will not fulfill its 
obligations.  The ratings of SARAA’s various investment securities is presented in the table above.  
Municipal obligations that were not rated by Moody’s were rated AA by Standard & Poor’s.  
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Custodial Credit Risk:  For an investment, custodial credit risk is the risk that, in the event of the 
failure of the counterparty, SARAA will not be able to recover the value of its investments or 
collateral securities that are in the possession of an outside party.  At December 31, 2013, 
SARAA’s investments were not exposed to custodial credit risk.  SARAA participates in the 
Pennsylvania Local Government Investment Trust (PLGIT), which collateralizes funds on a pooled 
basis for participating municipalities.  These amounts are classified as investments but are not 
categorized because securities are not used as evidence of the investment.  The U.S. Government - 
sponsored enterprise securities are not collateralized.  The U.S. Government - sponsored enterprise 
securities and PLGIT are held in SARAA’s name by M&T Investment Group, the trustee.  
Certificates of deposit were insured by FDIC or collateralized.  

Concentration of Credit Risk:  SARAA’s investment policy does not address the concentration of 
credit risk.  As of December 31, 2013, SARAA had the following concentration in its investment 
portfolio: 

2013 2012

Money market funds 50% 65%
Local Government Investment Trust 2% 12%
Certificates of deposit 19% 5%
Municipal obligations 26% 18%
U.S. Government - sponsored enterprises 3% 0%

Percentage of
Investment Portfolio

 

Foreign Currency Risk:  This risk relates to adverse effects on the fair value of an investment from 
changes in exchange rates.  SARAA’s investment policy prohibits investments in foreign 
investments.   
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Note 5: Investments 

Restricted Cash and Investments 

SARAA is required to restrict assets for various purposes in accordance with the terms of airline 
use agreements, bond ordinances and other contractual agreements.  A summary of the restricted 
assets consists of the following: 

2013 2012

Maintenance and operating reserve account  $      2,521,312  $      2,443,671 
Renewal and replacement account             507,748             504,889 
Passenger facility charges             131,341               82,150 
Debt service settlement account                         -                 9,577 
Debt service fund          7,819,360          8,055,278 
Debt service reserve        12,058,069        12,047,242 

Total        23,037,830        23,142,807 
Accrued income               76,518               63,102 

Total restricted investments        23,114,348        23,205,909 
Less current portion         (7,950,701)         (8,147,005)

Noncurrent portion $    15,163,647  $    15,058,904 

 

The maintenance and operation reserve fund must be maintained at a balance at least equal to one-
sixth of SARAA’s current operating and maintenance budget as a contingency reserve for payment 
of operation and maintenance expenses.  Assets of the renewal and replacement fund must be 
maintained to pay for repairs or replacement of property not provided for by monies available in 
other funds including repairs and replacements done on an emergency basis.  Passenger facility 
charges represent monies collected by SARAA not yet expended in accordance with the Federal 
Aviation Administration approval.  The debt service fund is to pay principal and interest on the 
outstanding bonds.  Amounts in the debt service reserve fund are available to pay debt service on 
the bonds if the amounts held in the debt service fund are insufficient to pay in full any principal 
and interest then due. 

Unrestricted Investments 

The following are unrestricted investments that are held by SARAA at December 31, 2013 and 
2012.  The capital improvement account represents all remaining revenues to be used by SARAA 
for any lawful aviation purposes.  The coverage account can be used by SARAA to accumulate 
reserves of up to 25% of aggregate annual senior debt service. 

2013 2012

Capital improvement account  $      1,506,190  $         801,542 
Coverage account          1,827,900          1,420,995 

$      3,334,090  $      2,222,537 
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Note 6: Capital Assets 

Capital assets consist of the following: 

Balance Balance
January 1, December 31,

2013 Additions Transfers Disposals 2013

Capital assets not being depreciated:

Land and improvements  $        20,591,833  $          548,013  $                      -  $                      -  $        21,139,846 

Construction in progress             4,618,233           4,965,481         (6,482,519)                (8,980)             3,092,215 

Total capital assets not

 being depreciated           25,210,066           5,513,494         (6,482,519)                (8,980)           24,232,061 

Capital assets being depreciated:

Buildings, including parking facility          178,783,239                          -              246,266                          -          179,029,505 

Land improvements           10,341,209                          -                          -                          -           10,341,209 

Runways, taxiways and aprons          106,996,672                          -           3,562,501                          -          110,559,173 

Utilities and sewers           18,664,063                          -           1,304,114                          -           19,968,177 

Roads and parking areas           22,751,249                          -                          -                          -           22,751,249 

Heavy equipment, furniture 

and fixtures           25,876,985                          -              335,550              (30,173)           26,182,362 

Vehicles             9,873,424                          -              487,687            (802,869)             9,558,242 

Facility planning, design and 

other studies             3,253,293                          -                          -                          -             3,253,293 

Total capital assets 

being depreciated          376,540,134                          -           5,936,118            (833,042)          381,643,210 

Less accumulated depreciation for:

Buildings, including parking facility           64,028,907           6,168,979                          -                          -           70,197,886 

Land improvements             5,140,887 438,372            -                        -                                    5,579,259 

Runways, taxiways and aprons           37,441,965 5,491,070         -                        -                                  42,933,035 

Utilities and sewers             7,187,441 567,825            -                        -                                    7,755,266 

Roads and parking areas           15,388,481 956,898            -                        -                                  16,345,379 

Heavy equipment, furniture 

and fixtures           18,495,284 1,329,475         -                        (27,998)                       19,796,761 

Vehicles             7,291,771 476,939            -                        (795,879)                       6,972,831 

Facility planning, design and 

other studies             2,496,080              107,150                          -                          -             2,603,230 

Total accumulated depreciation          157,470,816         15,536,708                          -            (823,877)          172,183,647 

Total capital assets being 

depreciated, net          219,069,318       (15,536,708)           5,936,118                (9,165)          209,459,563 

Capital assets, net $      244,279,384 $   (10,023,214) $        (546,401)  $          (18,145) $      233,691,624 
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Balance Balance

January 1, December 31,
2012 Additions Transfers Disposals 2012

Capital assets not being depreciated:

Land and improvements  $        20,191,833  $          400,000  $                      -  $                      -  $        20,591,833 

Construction in progress             5,877,467           5,301,667         (6,530,601)              (30,300)             4,618,233 

Total capital assets not

 being depreciated           26,069,300           5,701,667         (6,530,601)              (30,300)           25,210,066 

Capital assets being depreciated:

Buildings, including parking facility          178,764,931                          -                18,308                          -          178,783,239 

Land improvements           10,341,209                          -                          -                          -           10,341,209 

Runways, taxiways and aprons          102,172,425                     319           4,823,928                          -          106,996,672 

Utilities and sewers           18,664,063                          -                          -                          -           18,664,063 

Roads and parking areas           22,751,249                          -                          -                          -           22,751,249 

Heavy equipment, furniture 

and fixtures           24,595,585                          -           1,281,400                          -           25,876,985 

Vehicles             9,626,391                          -              261,920              (14,887)             9,873,424 

Facility planning, design and 

other studies             3,135,748                          -              145,045              (27,500)             3,253,293 

Total capital assets 

being depreciated          370,051,601                     319           6,530,601              (42,387)          376,540,134 

Less accumulated depreciation for:

Buildings, including parking facility           59,239,790           4,789,117                          -                          -           64,028,907 

Land improvements 4,702,044            438,843            -                        -                                    5,140,887 

Runways, taxiways and aprons 22,678,470          14,763,495       -                        -                                  37,441,965 

Utilities and sewers 6,633,677            553,764            -                        -                                    7,187,441 

Roads and parking areas 14,435,790          952,691            -                        -                                  15,388,481 

Heavy equipment, furniture 

and fixtures 17,077,998          1,417,286         -                        -                                  18,495,284 

Vehicles 6,819,189            487,468            -                        (14,886)                         7,291,771 

Facility planning, design and 

other studies             2,409,222                86,858                          -                          -             2,496,080 

Total accumulated depreciation          133,996,180         23,489,522                          -              (14,886)          157,470,816 

Total capital assets being 

depreciated, net          236,055,421       (23,489,203)           6,530,601              (27,501)          219,069,318 

Capital assets, net $      262,124,721 $   (17,787,536) $                      -  $          (57,801) $      244,279,384 
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Note 7: Bonds Payable 

SARAA has issued the following debt instruments to provide funds for the construction of major 
capital facilities. 

Senior and Subordinate Airport System Revenue Bonds 

Bonds outstanding at December 31, 2013 and 2012 comprised the following: 

2013 2012

Senior airport system revenue bonds:
Series A of 2008.  Consists of term bonds with an interest rate

of 6.500% with final maturity in 2038  $    43,535,000  $    43,535,000 
Series B of 2008.  Consists of term bonds with an interest rate

of 9.875% with final maturity in 2034          1,280,000          1,280,000 
Series A of 2012.  Consists of serial bonds with an interest rate

of 5.000% and term bonds with a 5.000% interest rate with
final maturity in 2027        53,375,000        53,375,000 

Unamortized bond premium          5,013,929          5,587,325 
Total Series A of 2012        58,388,929        58,962,325 

Series B of 2012.  Consists of term bonds with an interest rate
of 4.000% with final maturity in 2033        49,520,000        49,520,000 

Unamortized bond discount            (633,337)            (671,802)
Total Series B of 2012        48,886,663        48,848,198 

Subordinate airport system revenue bonds:
Series D of 2003.  Consists of serial bonds with interest rates

from 2.400% to 4.790% with final maturity in 2013                         -          3,370,000 
Series C of 2012.  Consists of term bonds with an interest rate

of 3.000% with final maturity in 2017        16,090,000        16,090,000 
Unamortized bond premium             109,761             180,773 

Total Series C of 2012        16,199,761        16,270,773 
     168,290,353      172,266,296 

Current portion of long-term debt         (3,775,000)         (3,370,000)

$  164,515,353  $  168,896,296 
 

In December 2012, SARAA issued the 2012A, 2012B and 2012C Revenue Bonds (Series 2012 
Bonds) in the amounts of $53,375,000, $49,520,000 and $16,090,000, respectively.  The Series 
2012 Bonds were issued as a current refunding of all of SARAA’s then outstanding 2003A, 2003B, 
and 2003D Revenue Bonds.  The Series 2012 Bonds were issued at a net premium of $5,114,811 
and resulted in deferred loss on refunding of $5,097,213.  The economic gain that resulted from the 
refunding was approximately $5.4 million.  As a result of the bond issue, all debt service reserve 
funds are cash funded and the letter of credit was terminated. 
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The purpose of the Series 2003 Bonds was to finance a portion of the construction costs of the new 
terminal building, multimodal transportation facility, terminal loop road, navaids and runway 
lighting and parallel taxiway and related work.  The bonds were also used to refund prior notes and 
bonds held by SARAA and to pay the costs of issuance of the 2003 Bonds. 

The purpose of the Series 2008 Bonds was to provide funds to refinance certain variable rate bonds 
of SARAA, refinance an unsecured line of credit and to pay the costs of issuance of the bonds. 

Letter of Credit 

In conjunction with the issuance of the 2012 Bonds, the Letter of Credit held by SARAA was 
terminated as it was no longer needed to meet the debt service reserve requirements.  

Annual Debt Service Requirements to Maturity 

The annual requirements to pay principal and interest to maturity on the senior and subordinate 
airport revenue bonds outstanding at December 31, 2013 are summarized as follows: 

Years Ending

December 31 Principal Interest Principal Interest Total

2014  $                        -  $         7,605,725  $         3,775,000  $            482,700  $        11,863,425 

2015                            -             7,605,725             3,985,000                369,450           11,960,175 

2016                            -             7,605,725             4,105,000                249,900           11,960,625 

2017                            -             7,605,725             4,225,000                126,750           11,957,475 

2018             4,405,000             7,605,725                            -           12,010,725 

2019 - 2023           25,560,000           34,495,375                            -                            -           60,055,375 

2024 - 2028           32,610,000           27,454,025                            -                            -           60,064,025 

2029 - 2033           40,320,000           19,745,675                            -                            -           60,065,675 

2034 - 2038           44,815,000             9,153,600                            -                            -           53,968,600 

 $      147,710,000 $      128,877,300 $        16,090,000 $         1,228,800  $      293,906,100 

Revenue Bonds Revenue Bonds
Senior Airport System Subordinate Airport System

 
Covenants 

Senior Bonds 

Net revenues for each fiscal year shall be at least equal to the senior bonds debt service required to 
be funded by SARAA, plus required deposits to the debt service reserve funds and transfers to the 
maintenance and operations reserve fund and renewal and replacement fund.  Net revenues together 
with the amount in the coverage account shall also equal 125% of senior bond’s debt service.  In 
addition, SARAA has irrevocably committed to use a portion of the PFC receipts through 2018 for 
senior bond debt service. 
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Subordinate Bonds 

Net revenues for each fiscal year shall be at least equal to the senior and subordinate bonds debt 
service required to be funded by SARAA, plus required deposits to the debt service reserve funds, 
maintenance and operations reserve fund and renewal and replacement fund.  Net revenues together 
with the amount in the coverage account shall also equal 110% of senior and subordinate bonds 
debt service. 

Changes in Long-Term Liabilities 

Balance Balance
January 1, December 31, Current

2013 Additions Deductions 2013 Portion

Long-term debt
Senior revenue bonds  $      147,710,000  $                     -  $                     -  $      147,710,000  $                      - 

Subordinate revenue bonds           19,460,000                        -          3,370,000           16,090,000           3,775,000 

Bond premium/(discount), net             5,096,296                        -             605,943             4,490,353                          - 
Total long-term debt          172,266,296                        -          3,975,943          168,290,353           3,775,000 

Other long-term liabilities
Note payable                            -             151,425                        -                151,425                42,216 

Estimated costs of remediation                850,000                        -                850,000                          - 
Unearned revenue                207,301             134,448                        -                341,749              302,500 

Security deposits                  40,385                        -                 8,797                  31,588                          - 

Total long-term liabilities  $      173,363,982 $         285,873 $      3,984,740  $      169,665,115 $       4,119,716 

 

Balance Balance
January 1, December 31, Current

2012 Additions Deductions 2012 Portion

Long-term debt
Senior revenue bonds  $      148,685,000  $  102,895,000  $  103,870,000  $      147,710,000  $                      - 

Subordinate revenue bonds           23,815,000        16,090,000        20,445,000           19,460,000           3,370,000 

Bond premium/(discount), net                            -          5,114,811               18,515             5,096,296                          - 
Total long-term debt          172,500,000      124,099,811      124,333,515          172,266,296           3,370,000 

Other long-term liabilities
Note payable             1,174,226                        -          1,174,226                            -                          - 

Estimated costs of remediation                450,000             400,000                        -                850,000                          - 
Unearned revenue                227,214                        -               19,913                207,301              160,216 

Security deposits                  45,243                 3,669                 8,527                  40,385                          - 

Total long-term liabilities  $      174,396,683 $  124,503,480 $  125,536,181  $      173,363,982 $       3,530,216 

 



 

37 

Susquehanna Area Regional Airport Authority 
Notes to Financial Statements 
December 31, 2013 and 2012 

 

 

Note 8: Special Facility Revenue Bonds 

In 1999, SARAA issued $7,685,000 of special facility revenue bonds (conduit debt obligations) to 
fund the refinancing of the acquisition and rehabilitation costs of a long-term leasehold interest in 
two air cargo facilities totaling approximately 75,000 square feet at HIA.  The bonds do not 
constitute a debt or pledge of the faith and credit of SARAA and are, therefore, not reported in the 
accompanying financial statements.   

During 2012, the special outstanding facility revenue bonds were fully redeemed. 

 

Note 9: Operating Leases 

Rental Income From Operating Leases 

SARAA leases space at HIA, CXY, FCRA and GRA on a fixed fee as well as contingent rental 
basis.  Six on-airport rental car companies at HIA guarantee minimum commissions for the term of 
their agreements through December 31, 2014.  Many of the leases provide for a periodic review 
and redetermination of the rental amounts.  Substantially all of SARAA’s capital assets are held for 
the purpose of rental or related use.  

Minimum future rentals on noncancelable leases to be received in the future are as follows: 

Airline Other
Agreements Leases Total

2014  $      2,512,480  $      3,688,712  $      6,201,192 
2015                         -          1,519,609          1,519,609 
2016                         -          1,175,073          1,175,073 
2017                         -          1,057,457          1,057,457 
2018                         -             785,765             785,765 
2019 - 2023                         -          3,314,553          3,314,553 
2024 - 2028                         -          2,837,103          2,837,103 
2029 - 2033                         -          2,304,043          2,304,043 
2034 - 2038                         -          1,250,723          1,250,723 
2039 - 2043                         -             762,226             762,226 

$      2,512,480 $    18,695,264  $    21,207,744 
 

SARAA is in the process of negotiating a new airline use agreement.  In the meantime, six airlines 
exercised options for 2014. 
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Note 10: Retirement Benefits 

SARAA has established a 457(b) defined-contribution plan for the benefit of all of its employees.  
This plan allows for employees to elect contributions either in a dollar amount or percentage not 
exceeding 15% of the employee’s total salary or wages.  SARAA does not make any employer 
contributions to this plan. 

SARAA has also established a 401(a) retirement plan (Plan) for its employees, which is entirely 
funded through SARAA contributions.  All full-time employees are eligible to participate.  
Effective July 1, 2009, full-time employees have up to 4% of employee salaries and wages 
contributed as a match of the employees’ contributions to the 457(b) plan.  SARAA’s contributions 
to the Plan amounted to $171,745 in 2013 and $159,445 in 2012.  There are no employee 
contributions to the Plan. 

 

Note 11: Risk Management 

Risk management is the responsibility of SARAA.  Operationally, SARAA is exposed to various 
risks of loss related to the theft of, damage to and destruction of assets, natural disasters as well as 
certain tort liabilities for which commercial insurance is carried.  The commercial insurance 
policies carry deductibles ranging from $500 to $100,000.  Insurance policies procured, including 
commercial general liability and commercial property damage, are inclusive of limited coverage 
for acts of terrorism.  Coverage terms, limits, and deductibles have each been benchmarked in 
comparison with those maintained at other comparable airports and found to be within the range of 
our peers.  Although coverage limits are significant, no assurance can be given that such coverage 
will continue to be available at such amounts and/or at a reasonable cost.  

There was no significant reduction of coverage in 2013, and there have been no settlements in 
excess of the described insurance coverage from 2010 - 2013. 

 

Note 12: Pollution Remediation Obligation 

SARAA has implemented GASB Statement No. 49, Accounting and Financial Reporting for 
Pollution Remediation Obligations.  SARAA has identified pollution clean-up obligations relating 
to asbestos and PCB at its facilities and has recorded estimated costs of remediation of $850,000 of 
which $400,000 was recorded during the year ended December 31, 2012.  Clean-up costs are 
capitalized when they are incurred to prepare property for sale, prepare property for use when 
acquired with pollution obligations, or restore pollution-caused decline in service capacity; in all 
other cases, they are expensed.  The accruals are not reduced by possible recoveries from federal 
and state grants.  The measurement of environmental liabilities by SARAA is based on currently 
available facts, present laws and regulations and current technology.  Such estimates take into 
consideration SARAA’s prior experience in site investigation and remediation, the data concerning 
cleanup costs available from other companies and regulatory authorities and the professional 
judgment of SARAA’s environmental experts in consultation with outside environmental 
specialists, when necessary. 
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On April 16, 1997, PennDOT, the Pennsylvania Department of Environmental Protection (DEP) 
and the U.S. Department of Environmental Protection entered into a Memo of Understanding 
(MOU) that required PennDOT to operate a water treatment facility and comply with other 
institutional controls.  SARAA must operate the water plant and pump a minimum volume of 
ground water from several wells on airport property to control a plume of ground water 
contamination that exists on the property.  Well water that is pumped is treated and subsequently 
sold to airport and off-airport tenants as potable water.   

 

Note 13: Commitments and Contingencies 

SARAA is involved in various legal matters in the normal course of business, including 
construction claims.  Considering available information, management does not believe that 
resolution of any such matters will have a material impact on the financial statements.  Events 
could occur that would change this estimate materially in the near term. 

 

 



 

 

Supplementary Information 
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2012

2013 Restated

Noncapital Related Revenues
Facilities revenue  $         7,793,001  $         8,373,959 
Parking fees             7,566,200             7,478,604 
Vehicle rental fees and customer facility charges             3,912,690             3,913,506 
Landing fees             3,867,761             3,817,480 
Apron and gate use fees             1,012,715             1,133,215 
Concession fees                417,352                402,173 
Fuel flowage and other commissions                448,231                416,213 
Other income                762,143                839,944 
Investment income (loss)                   (2,984)                  15,837 

Total noncapital related revenues           25,777,109           26,390,931 

Noncapital Related Expenses Net of Operating Grant Revenue
Salaries, wages, payroll taxes and benefits             6,051,433             5,749,595 
Professional and consulting fees                418,031                260,508 
Marketing                632,601                813,194 
Insurance                523,262                497,379 
Utilities             1,561,797             1,763,691 
Parking facility             2,315,066             2,240,050 
Repairs and maintenance             1,370,919             1,362,227 
Supplies, parts and other             1,778,706             1,496,315 
Operating grant revenue                (77,686)               (150,329)

Total noncapital related expenses net of operating grant
revenue           14,574,129           14,032,630 

Excess of Noncapital Related Revenues Over 
Noncapital Related Expenses           11,202,980           12,358,301 

Capital Related Revenues (Expenses)
Restricted investment income                104,705                125,058 
Passenger facility charges             2,657,078             2,623,502 
Noise relocation project disbursements            (1,686,686)               (395,538)
Noise relocation project grants             1,603,509                383,888 
Federal, state and local grants             4,212,559             4,085,760 
Depreciation          (15,536,708)          (23,489,522)
Interest expense            (7,490,229)            (9,488,352)
Bond issuance costs                            -            (1,055,417)
Gain on disposal of capital assets                    6,646                    4,062 

Deficit capital related revenues under capital related expenses          (16,129,126)          (27,206,559)

Decrease in Net Position            (4,926,146)          (14,848,258)

Net Position, Beginning of Year, as Previously Reported           92,944,190          114,798,914 

Change in Accounting Principle                            -            (7,006,466)

Net Position, Beginning of Year, as Restated           92,944,190          107,792,448 

Net Position, End of Year $        88,018,044  $        92,944,190 

 


