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INDEPENDENT AUDITOR’S REPORT 

 
 
 
Members of the Board 
Albany Convention Center Authority 
 
 
Report on the Financial Statements 
 

We have audited the accompanying financial statements of the Albany Convention Center Authority 
(the “Authority”), a component unit of the State of New York, as of and for the years ended 
December 31, 2017 and 2016, and the related notes to the financial statements, which comprise the 
Authority’s basic financial statements as listed in the table of contents.  
 

Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements in 
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 and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 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 qualified audit opinion on 2017 and our unmodified opinion on 2016. 
 

Basis for Qualified Opinion 
 

Accounting principles generally accepted in the United States of America requires capital assets be 
evaluated for impairment when events or changes in circumstances suggest that the service utility of 
a capital asset may have significantly and unexpected declined. As of December 31, 2017, the 
Authority evaluated capital assets for impairment and determined that the service utility and value of 
certain capital assets may have materially changed. As more fully described in Note 6 of the 
financial statements, the Authority entered into a $1 purchase and sale agreement for certain capital 
assets. Based on the nature of this agreement, the Authority elected to depart from accounting 
principles generally accepted in the United States of America and continue to carry these capital 
assets at the historical costs until the sale is finalized.  
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Qualified Opinion on 2017 and Unmodified Opinion on 2016 
 
In our opinion, except for the effects on the 2017 financial statements of the matter discussed in the 
Basis for Qualified Opinion paragraph, the financial statements referred to above present fairly, in all 
material respects, the financial position of the Albany Convention Center Authority, as of 
December 31, 2017 and 2016, and the changes in financial position and cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of 
America. 
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 3–9 be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board which considers it to be an essential part 
of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States 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. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated March 23, 
2018 on our consideration of the Albany Convention Center Authority’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion on internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Albany Convention Center Authority’s internal control over financial reporting and 
compliance. 
 
 

 
 
 
Albany, New York 
March 23, 2018 
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The following is a discussion and analysis of the Albany Convention Center Authority, and its 
financial statements that reflect the financial activity that took place during the year ended 
December 31, 2017. 
 
Authority Background 
 
The Albany Convention Center Authority (ACCA) was created on September 21, 2004 by the 
enactment of Title 28-BB of the Public Authorities Law (Chapter 468 of the Laws of 2004).  The 
general purpose of the ACCA is to design, develop, plan, finance, create, site, construct, renovate, 
administer, operate, manage, and maintain a convention facility located in the City of Albany (the 
Project). 
 
The Authority Board consists of nine members, three appointed by the Governor of New York State, 
one appointed by the Temporary President of the Senate, one appointed by the Speaker of the 
Assembly, two appointed by the Mayor of the City of Albany, with the advice and consent of the 
Common Council and two appointed by the Albany County Executive, with the advice and consent of 
the County Legislature. All members of the board shall serve at the pleasure of their appointing 
authority. 
 
Significant activities during 2017 were as follows:  
 
The Albany Capital Center (ACC): 
 
During 2017, construction was completed and the ACC opened on March 1st. The ACC is managed 
by SMG Worldwide Entertainment and Convention Venue Management. The facility outperformed 
projections for 2017 resulting in the following:  
 

• 139 events 
• 182 event days 
• 4,285 Room-nights generated 

 
As of the date of the issuance of the financial statements, approximately 133 events with anticipated 
revenue of $969,079 have been booked with dates to be held throughout 2018. For 2019, 
approximately 18 events with anticipated revenue of $305,356 are contracted. An additional 12 
events are in the contract phase and are anticipated to be finalized as further bookings. 
 
The Albany Convention Center Authority (ACCA): 
 
In order to accurately assess the contribution the facility makes to the Capital Region, the ACCA 
established an Economic Impact Committee to partner with the Albany County Convention and 
Visitors Bureau (ACCVB) for data on actual 2017 performance. The results included: 
 

• Total Spending:       $5,207,582 
• State Taxes:             $253,662 
• County Taxes:              $251,385 
• Full-time equivalent jobs supported by Capital Center activity:          2,423 

 
During 2017, the ACCA share of the Albany County Hotel/Motel Occupancy Tax (HOT) was 
increased from 1% to 3% of total county receipts from the 6% effective upon substantial completion 
of the ACC (March 1, 2017). That increased the ACCA share from approximately $1.4M to $3.7M to 
support any operating losses incurred by the ACC as well as to fund various segregated bank 
accounts to ensure reinvestment in the facility as needed. 
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Other significant activities: 
 
ACCA continues to retain ownership of the properties originally considered as a convention center 
site (the Former Site). The complex ownership is in the process of being transferred to a local public 
authority serving as the City of Albany’s economic development arm to seek developers for a multi-
use project. 
 
During 2017, an Empire State Development (ESD) study was performed and released that provided 
a suggested plan for re-development of the originally obtained properties at a location off Broadway 
in Albany and still held by ACCA. That study, in addition to unsuccessful attempts to generate 
developer interest in those properties, lead ACCA management and the ACCA Board of Directors to 
conclude that it would be in the best interest of ACCA and the municipalities involved to transfer the 
properties to an entity with the ability to re-develop those lands. At that time, it was determined that 
the historical cost of those properties as recorded by the ACCA may be impaired. There has been 
significant change in purpose, configuration and structures of and on those properties. The review of 
the potential impairment is not readily determinable without extensive and costly appraisal work 
which would include the need to provide an appraiser with information about the highest and best 
use of the lands. Since ACCA has made an agreement to transfer the properties and the leases that 
go with a portion of those properties to a local public authority in approximately the 2nd quarter of 
2018, it is not considered a practical expense for the Authority to incur. Therefore, the historical cost 
remains on the financial statements presented as of that date. 
 
The ACCA is restricted by its enabling legislation from developing real property for purposes other 
than for convention facilities.  Given that the Albany Capital Center has been constructed and is now 
operating, the ACCA is unable to re-develop the Former Site.  However, the ACCA does have the 
ability to dispose of the Former Site, since it is no longer required for convention facilities (i.e. 
surplus). Given that the continued ownership and control of the Former Site places a significant 
economic burden on the limited resources available to the ACCA, which diverts such resources from 
the principal purposes of the ACCA’s mission to operate the Albany Capital Center, it was 
recommended by staff and counsel that the ACCA expeditiously dispose of the Former Site in 
accordance with the Public Authorities Accountability Act (PAAA).  
 
Given that the ACCA expressed a general desire to see the Former Site put into productive use 
through a comprehensive re-development initiative, the method of disposition that would best 
achieve this goal would be to utilize a negotiated transaction after providing a 60 day notice to the 
Governor, Senate and Assembly. This method would enable the ACCA to transfer the Former Site to 
an entity capable of undertaking the implementation of a comprehensive redevelopment plan such 
as the types described in the Study.  Furthermore, a transfer to a quasi-governmental entity (i.e. 
public authority, public benefit corporation, local development corporation) would give the ACCA 
better assurance that the Former Site will be developed in the public interest. Lastly, given that the 
Former Site is located in downtown Albany and any re-development should not be undertaken in 
isolation of other areas and needs within downtown Albany, the re-development should be locally 
driven through a local entity. 
 
Therefore, in order to achieve the ACCA’s desire to further the public interest by seeing the Former 
Site re-developed in a comprehensive manner, and in its highest and best use, it was recommended 
by staff and counsel that the ACCA pursue a negotiated disposition utilizing the 60 day notice 
process to a local quasi-governmental entity with development powers, such as a public authority, 
public benefit corporation or local development corporation that is capable of undertaking the 
implementation of a comprehensive re-development plan such as the types described in the Study. 
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Based upon Capitalize Albany Corporation’s (CAC) expressed interest, and the fact that it is an 
Albany based local public authority, a recommendation was made by counsel that the ACCA pursue 
entering into a Memorandum of Understanding with CAC as part of a due diligence period.  During 
this due diligence period, the ACCA can explore whether CAC would be an appropriate transferee 
and CAC can confirm its interest in receiving the properties within the Former Site. 
 
A Purchase and Sale Agreement was approved by both the CAC and Albany ACCA Boards for 
transfer of property interests in the roughly five acre ACCA surplus property surrounding Liberty Park 
in downtown Albany. This decision follows a collaborative and intensive due diligence period during 
which Capitalize Albany Corporation weighed the possibility of driving reinvestment in the site given 
the results of the 2017 Empire State Development-led Feasibility Study and an analysis of site 
conditions and anticipated expenses. This agreement marks an important Regional economic 
development milestone and an advance toward transfer of the ACCA’s surplus property and Liberty 
Park site redevelopment.   
 
Overview of the Financial Statements 

 
The financial statements provide summary information about the ACCA’s 2017 and 2016 operations 
including net position. The notes provide explanation and additional details about the financial 
statements. 
 
The ACCA’s financial statements are prepared in accordance with generally accepted accounting 
principles (GAAP) and Government Accounting Standards Board (GASB) with the exception of the 
potential impairment of properties as further described elsewhere in these financial statements.  
Revenues are recognized in the period in which they are earned and expenses are recognized in the 
period in which they are incurred. 
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Net Position  

 

$

2017 2016 Change

ASSETS

CURRENT ASSETS

Cash and cash equivalents 1,552,540$   3,138,299$   (1,585,759)$  

Accounts receivable 299,242        -                    299,242        

Grant receivable 123,793        -                    123,793        

Due from New York State -                    3,364,743     (3,364,743)    

Due from County of Albany, New York 1,297,821     445,968        851,853        

Prepaid expenses and other 112,217        111,828        389               

Total current assets 3,385,613     7,060,838     (3,675,225)    

NONCURRENT ASSETS

Capital assets, net of accumulated depreciation 87,197,822   74,387,329   12,810,493   

Total assets 90,583,435   81,448,167   9,135,268     

DEFERRED OUTFLOWS OF RESOURCES 78,598          110,887        (32,289)         

Total assets and deferred outflows of

resources 90,662,033$ 81,559,054$ 9,102,979$   

LIABILITIES

Accounts payable and accrued expenses 265,479$      100,458$      165,021$      

Deferred revenue 276,924        77,742          199,182        

Construction in progress and retainage payable 25,000          5,742,874     (5,717,874)    

Accrued wages and employee benefits 23,838          25,406          (1,568)           

Capital lease obligation, current portion 583,509        -                    583,509        

Total current liabilities 1,174,750     5,946,480     (4,771,730)    

NONCURRENT LIABILITIES

Capital lease obligation, net of current portion 392,383        -                    392,383        

Net pension liability 38,649          69,874          (31,225)         

Rent escalation liability 305,488        366,922        (61,434)         

Total liabilities 1,911,270     6,383,276     (4,472,006)    

DEFERRED INFLOWS OF RESOURCES 6,902            8,616            (1,714)           

NET POSITION 88,743,861   75,167,162   13,576,699   

Total liabilities, deferred inflows of

resources and net position 90,662,033$ 81,559,054$ 9,102,979$   

December 31, December 31,
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Significant Changes to Net Position 
 

• With the opening of the Albany Capital Center, operational type assets and liabilities began. As 
such, accounts receivable, which relate to event bookings at the ACC, and operational type 
accounts payable exist at December 31, 2017 when they did not as of December 31, 2016. 
Deferred revenues at December 31, 2017 increased significantly over the prior year also as a 
result of the ACC being in full operation for ¾ of 2017. 

• As described elsewhere in these financial statements, upon substantial completion of the ACC, 
ACCA’s portion of the Hotel Occupancy Tax increased. This results in a significant increase in 
the HOT receivable at the end of 2017 versus 2016. 

• During 2017, as a result of completion of the ACC, all draws on the NYS appropriation were 
completed, thus eliminating the Due from NYS as of December 31, 2017. Additionally, the 
construction in process asset was placed in service and the period for depreciation began 
effective March 1, 2017. Completion also resulted in an almost complete reduction of the 
associated construction in progress and retainage payables. 

• ACCA was awarded an energy efficiency incentive grant as a result of meeting the requirement 
of NYSERDA’s New Construction Program. As such, a grant receivable in the amount of 
approximately $124,000 exists as of December 31, 2017. 

• Capital lease obligations were incurred during 2017 as a result of purchasing equipment and 
fixtures for the ACC. 
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Revenue and Expenses  
 

Year Ended Year Ended $

2017 2016 Change

Revenues 1,029,841$   -$                  1,029,841$   

Expenses

Salary and wages 216,904        207,769        9,135            

Fringe benefits 78,869          75,503          3,366            

Insurance 122,656        22,610          100,046        

Office expense 38,503          25,654          12,849          

Occupancy costs 20,960          17,967          2,993            

Professional fees 104,149        112,245        (8,096)           

Other property held costs 65,783          212,591        (146,808)       

Contractual services 2,152,351     -                    2,152,351     

Capital Center pre-opening expenses 142,204        648,598        (506,394)       

Depreciation expense 1,806,153     6,728            1,799,425     

Total expenses 4,748,532     1,329,665     3,418,867     

Operating loss (3,718,691)    (1,329,665)    (2,389,026)    

Appropriations and other revenues (losses)

State appropriations 12,973,481   42,249,546   (29,276,065)  

Hotel-Motel Occupancy Tax 3,728,883     1,440,175     2,288,708     

Capital gift 700,000        -                    700,000        

Grant revenue 123,793        -                    123,793        

Rental loss, net (209,562)       (215,847)       6,285            

Interest expense (24,206)         -                    (24,206)         

Interest income 3,001            2,553            448               

Total appropriations and other

revenues (losses) 17,295,390   43,476,427   (26,181,037)  

Change in net position 13,576,699   42,146,762   (28,570,063)  

Total net position beginning of year 75,167,162   33,020,400   42,146,762   

Total net position end of year 88,743,861$ 75,167,162$ 13,576,699$ 
 

 

Significant Changes to Appropriations and Other Revenues (Losses) and Expenses 

 

• State appropriations decreased from approximately $42 million in 2016 to $13 million in 2017 
due to the reimbursement of expenses related to construction in progress costs decreasing as 
the work on the ACC was finished up by the end of the first quarter of 2017. 

• Hotel/Motel Occupancy Tax increased approximately 260% in 2017 over 2016 primarily as a 
result of the portion of HOT dedicated to ACCA going from 1/6th to 3/6th effective with the 
substantial completion of the ACC. 

• Capital Center pre-opening expenses decreased approximately $500,000, as the result of 
moving from a pre-opening status to an open status as of March 1, 2017. 
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• The ACCA received a donation of the walkway between the Albany Capital Center and the 
Renaissance Albany Hotel adjacent to the ACC. The value of the donation is included as capital 
gift in the statement of revenues, expenses and changes in net position during 2017. This is a 
one time donation. 

• Contracted services of approximately $2.2 million as shown in 2017 relate to the operating costs 
of the ACC as operated by SMG and as further described in these financial statements. 

 
Currently known facts and circumstances 
 
As described previously in this management discussion and analysis, due diligence by Capitalize 
Albany Corporation continues into 2018. It is expected that the transfer of the properties will take 
place by the end of the second quarter of 2018. 
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ALBANY CONVENTION CENTER AUTHORITY 
(A COMPONENT UNIT OF THE STATE OF NEW YORK) 

STATEMENTS OF NET POSITION 

December 31, 2017 and 2016 
 

 

2017 2016

ASSETS

CURRENT ASSETS

Cash and cash equivalents 1,552,540$   3,138,299$   

Accounts receivable 299,242        -                    

Grant receivable 123,793 -                    

Due from New York State -                    3,364,743     

Due from County of Albany, New York 1,297,821     445,968        

Prepaid expenses and other 112,217        111,828

Total current assets 3,385,613     7,060,838     

NONCURRENT ASSETS

Capital assets, net of accumulated depreciation 87,197,822   74,387,329   

Total assets 90,583,435   81,448,167   

DEFERRED OUTFLOWS OF RESOURCES 78,598          110,887        

Total assets and deferred outflows of resources 90,662,033$ 81,559,054$ 

LIABILITIES

CURRENT LIABILITIES

Accounts payable and accrued expenses 265,479$      100,458$      

Deferred revenue 276,924        77,742

Construction in progress and retainage payable 25,000          5,742,874

Accrued wages and employee benefits 23,838          25,406          

Capital lease obligation, current portion 583,509        -                    

Total current liabilities 1,174,750     5,946,480     

NONCURRENT LIABILITIES

Capital lease obligation, net of current portion 392,383        -                    

Net pension liability 38,649          69,874          

Rent escalation liability 305,488        366,922

Total liabilities 1,911,270     6,383,276     

DEFERRED INFLOWS OF RESOURCES 6,902            8,616            

NET POSITION
Net investment in capital assets 86,196,930   68,644,455   

Unrestricted 2,546,931     6,522,707     

Total net position 88,743,861   75,167,162   

Total liabilities, deferred inflows of resources and
net position 90,662,033$ 81,559,054$ 
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ALBANY CONVENTION CENTER AUTHORITY 
(A COMPONENT UNIT OF THE STATE OF NEW YORK) 

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 

Years Ended December 31, 2017 and 2016 
 

 

 

 

2017 2016

Revenues 1,029,841$   -$                  

Expenses

Salaries and wages 216,904        207,769        

Fringe benefits 78,869          75,503          

Insurance 122,656        22,610          

Office expense 38,503          25,654          

Occupancy costs 20,960          17,967          

Professional fees 104,149        112,245        

Other property held costs 65,783          212,591        

Contractual services 2,152,351     -                    

Capital Center pre-opening expenses 142,204        648,598        

Depreciation 1,806,153     6,728            

Total expenses 4,748,532     1,329,665     

Operating loss before grants and other revenues (3,718,691)    (1,329,665)    

Appropriations and other revenues (losses)

State appropriations 12,973,481   42,249,546   

Hotel-Motel Occupancy Tax 3,728,883     1,440,175

Capital gift 700,000        -                    

Grant revenue 123,793 -                    

Rental loss, net (209,562)       (215,847)       

Interest expense (24,206)         -                    

Interest income 3,001            2,553            

Total appropriations and other revenues (losses) 17,295,390   43,476,427   

Change in net position 13,576,699   42,146,762   

Total net position, beginning of year 75,167,162   33,020,400   

Total net position, end of year 88,743,861$ 75,167,162$ 
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ALBANY CONVENTION CENTER AUTHORITY 
(A COMPONENT UNIT OF THE STATE OF NEW YORK) 

STATEMENTS OF CASH FLOWS 

Years Ended December 31, 2017 and 2016 
 

 

2017 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from services 929,781$     -$                  

Personal service payments (297,991)      (277,490)      

Cash payments to vendors, contractors and other professionals (2,746,803)   (831,764)      

Net cash used in operating activities (2,115,013)   (1,109,254)   

CASH FLOWS FROM NON-CAPITAL AND RELATED FINANCING ACTIVITIES

Cash received for interest 3,001            2,553            

Cash received from County of Albany 2,877,030    1,444,912    

Net cash provided by non-capital financing activities 2,880,031    1,447,465    

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Cash received from State appropriations 16,338,224  39,956,852  

Cash payments for interest (24,206)        -                    

Cash payments on capital lease obligation (221,782)      -                    

Acquisition of capital assets (18,443,013) (40,715,630) 

Net cash used in non-capital financing activities (2,350,777)   (758,778)      

NET DECREASE IN CASH AND CASH EQUIVALENTS (1,585,759)   (420,567)      

CASH AND CASH EQUIVALENTS, Beginning of year 3,138,299    3,558,866    

CASH AND CASH EQUIVALENTS, End of year 1,552,540$  3,138,299$  

RECONCILIATION OF OPERATING LOSS TO NET CASH

USED IN OPERATING ACTIVITIES

Operating loss before grants and other revenues (losses) (3,718,691)$ (1,329,665)$ 

Adjustments to reconcile operating loss to net cash used in

operating activities:

Depreciation expense 1,812,320    6,728            

Rental loss (209,562)      (215,847)      

Net changes in assets and liabilities:

Accounts receivable (299,242)      -                    

Prepaid expenses and other (389)             299,592        

Change in deferred outflows, inflows and net pension liability (650)             (958)             

Accounts payable and accrued expenses 103,587        46,414          

Deferred revenue 199,182        77,742          

Accrued wages and employee benefits (1,568)          6,740            

Net cash used in operating activities (2,115,013)$ (1,109,254)$ 

NON-CASH CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital assets under capital lease 1,197,674$  -$                  

Acquisition of capital assets through contributions 700,000$     -$                  

Acquisition of capital assets included in construction in
progress and retainage payable -$                  5,742,874$  
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NOTE 1 — FINANCIAL REPORTING ENTITY 

 

The Albany Convention Center Authority (Authority) is a Public Benefit Corporation created by the 
State of New York (State) Legislature in 2004 to design, develop, plan, finance, create, site, 
construct, renovate, administer, operate, manage and maintain a convention center facility (Project) 
to be located in the City of Albany, New York (City). Operations began with the creation of the 
Authority’s Board in February 2006. The Authority’s Board consists of nine members:  three 
members appointed by the Governor of the State, one member each appointed by the Temporary 
President of the State Senate and the Speaker of the State Assembly, respectively, two members 
appointed by the Mayor of the City of Albany with the advice and consent of the City’s Common 
Council, and two members appointed by the County of Albany, New York (County) Executive with 
the consent and advice of the County Legislature. 
 
The Authority meets the criteria set forth in generally accepted accounting principles as promulgated 
by the Governmental Accounting Standards Board (GASB) for inclusion as a component unit within 
the State of New York’s basic financial statements based on the State’s responsibility for the 
appointment of a majority of the Authority members, and their approval of certain debt issuances. As 
a component unit, the Authority’s financial statements may be discretely presented in the State of 
New York’s basic financial statements.  The accompanying financial statements present the financial 
position and the changes in net position and cash flows of the Authority only.  The Authority does not 
have any component units and is not involved in any joint ventures. 
 
The Authority constructed a convention center (Capital Center) at a cost of approximately $78.8 
million and mainly funded through the New York State Office of General Services (OGS). The 
Capital Center opened for operations in March 2017.  
 
 
NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
The accompanying financial statements have been prepared in conformity with generally accepted 
accounting principles as applied to governmental units. The GASB is the accepted standard-setting 
body for establishing governmental accounting and financial reporting principles. In accordance with 
the provisions of GASB Statement No. 20, as amended, Accounting and Financial Reporting for 
Proprietary Funds and Other Governmental Entities that use Proprietary Fund Accounting, the 
Authority has elected not to apply Financial Accounting Standards Board statements and 
interpretations issued after November 30, 1989. 
 
The more significant accounting policies are described below: 
 
Basis of Accounting 
 
The Authority’s activities are accounted for similar to those often found in the private sector, using 
the flow of economic resources measurement focus and the accrual basis of accounting. All assets, 
liabilities, net position, revenues, and expenses are accounted for through a single enterprise fund 
with revenues recorded when earned and expenses recorded at the time liabilities are incurred. 
 
Cash, Cash Equivalents and Investments 
 
Cash includes amounts in demand deposits.  Cash equivalents include all highly liquid investments 
with an original maturity of three months or less when purchased. These deposits are fully 
collateralized by federal deposit insurance or secured under a collateral pledge and control 
agreement. 
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NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Cash, Cash Equivalents and Investments (Continued) 
 

The Authority manages its investments pursuant to Section 98(a) of the State Finance Law. 
Permitted investments are defined as obligations in which the State Comptroller may invest which 
include obligations of the United States and its Federal agencies, collateralized time deposits, 
commercial paper, bankers acceptances and repurchase agreements. 
 

Due from New York State 
 

Due from New York State consists of amounts due from an operating agreement administered 
through the New York State Office of General Services for certain costs allowed under the 
agreement (Note 4).  Receivables are recorded and revenue is recognized as the Authority incurs 
allowable costs.  No allowance has been established at either December 31, 2017 and 2016 for 
estimated uncollectible accounts receivable as these amounts are considered fully collectible. 
 

Due from the County of Albany, New York 
 

During 2006, enabling legislation authorized a portion of Hotel-Motel Occupancy Tax (HOT) revenue 
collected and remitted to the treasury of the County of Albany be set aside for use by the Authority 
(Note 5). The HOT revenue is recognized when earned based on management’s estimates using 
budgeted and historical collection data adjusted each quarter based on actual amounts collected 
and deposited into an account designated by the Authority. Due from County of Albany, New York 
consists of the Authority’s estimated share of hotel taxes collected on behalf of the Authority.  No 
allowance has been established at either December 31, 2017 and 2016 for estimated uncollectible 
amounts due from Albany County as these amounts are considered fully collectible. 
 

Income Taxes 
 

The Authority is a public benefit corporation of the State of New York.  As such, income earned in 
the exercise of its essential government functions is exempt from state and federal income taxes. 
 

Use of Estimates 
 

The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities, the disclosure of contingencies at the date of the 
financial statements, and the reporting of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 
 

Reclassifications 
 

Certain amounts in the prior year financial statements have been reclassified for comparative 
purposes to conform with the presentation of the current year financial statements. 
 

Pension 
 

The Authority accounts for pensions in accordance with GASB 68, Accounting and Financial 
Reporting for Pensions (GASB 68).  This statement addresses accounting and financial reporting for 
pensions provided to Authority employees that are administered by the New York State and Local 
Employees’ Retirement System.  This statement also requires various note disclosures and required 
supplementary information.  However due to the overall immaterial impact of this pension accounting 
on the statements of revenues, expenses, and changes in net position such note disclosures and 
required supplementary information have not been included. 
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NOTE 3 — CASH AND CASH EQUIVALENTS 
 

The Authority’s cash and cash equivalents are categorized in accordance with criteria established by 
the GASB to give an indication of the level of risk assumed. Cash and cash equivalents as of 
December 31, are reflected below. 

Carrying Bank Carrying Bank

Value Balance Value Balance

Cash and cash equivalents 1,552,540$ 1,582,004$ 3,138,299$ 3,157,594$ 

1,552,540$ 1,582,004$ 3,138,299$ 3,157,594$ 

2017 2016

 
 

The cash and cash equivalents are fully collateralized at December 31, 2017. 
 
 
NOTE 4 — NEW YORK STATE APPROPRIATIONS 
 

In October 2006, as the result of a Grant Disbursement Agreement, the Empire State Development 
Corporation (ESDC) approved the first advance of $2,097,000 appropriated for predevelopment and 
project costs. The final appropriation was made in 2008. 
 

In March 2009, ESDC approved an additional $10,000,000 grant (Capital Project #V767) to be used 
for the cost of pre-construction and site planning, land acquisition, environmental remediation, 
archeology, and history conservation, as part of a plan to build the convention center. The final 
appropriation under this grant was recognized as revenue in 2012. 
 

In May 2014, as the result of an Agreement, an additional $62,903,000 was approved and is being 
administered through New York State Office of General Services for the development of the 
convention center, at a second and final site, now known as the Albany Capital Center. In April 2016, 
an additional $12,000,000 was allocated to the project through OGS.  Approximately $12,973,000 
and $42,250,000 was recognized as revenue for qualified expenditures for the years ended 
December 31, 2017 and 2016, respectively, of which approximately $3,365,000 was included in Due 
from New York State for amounts expended but not reimbursed as of December 31, 2016 (none at 
December 31, 2017). 
 
 
NOTE 5 — DUE FROM THE COUNTY OF ALBANY, NEW YORK 
 

During 2006, legislation was amended which authorizes the County of Albany to impose and collect 
taxes from occupants of hotel-motel rooms in the County.  Among other amendments, this legislation 
authorized a portion of hotel and motel occupancy taxes collected and remitted to the treasury of the 
County be deposited into a fund held separate and for the benefit of the Authority.  Funds in excess 
of expenses and outstanding applications for withdrawals submitted by the Authority may be 
invested in accordance with certain provisions of law.  Investment income earned is retained by the 
fund and made available to the Authority along with all other moneys of the fund.  The County 
transfers money to the Authority’s operating account on a quarterly basis which is to be used by the 
Authority for the development of the convention center project.  This tax was originally subject to a 
sunset provision and ended in December 2008.  This tax was re-enacted during 2009 with the tax 
imposed for the period from November 1, 2009 through December 31, 2010. The provisions of the 
legislation have been further extended through December 31, 2018.  As of March 1, 2017, upon 
substantial completion of the Albany Capital Center, the Authority’s share of the Hotel-Motel 
Occupancy Tax increased from 1% to 3%. The Hotel-Motel Occupancy Tax revenues for the years 
ended December 31, 2017 and 2016 were $3,728,883 and $1,440,175, respectively. 
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NOTE 6 — CAPITAL ASSETS 
 

The following schedule summarizes the capital assets of the Authority and related changes for the 
years ended December 31, 2017 and 2016: 
 

January 1, December 31,

2017 Additions Deletions Transfers 2017

Land -$                  -$                  -$           4,070,381$  4,070,381$    

Building and building improvements -                    -             74,778,557  74,778,557    

Construction in Progress - Capital Center

project costs (A) 65,598,371   13,020,567   -             (78,868,938) (250,000)        

Other property held (B) 8,749,368     -                    -             -                   8,749,368      

Furniture, equipment and other 68,848          1,602,246     -             20,000         1,691,094      

Total 74,416,587   14,622,813   -             -                   89,039,400    

Less: accumulated depreciation (29,258)         (1,812,320)    -             -                   (1,841,578)     

Capital assets, net 74,387,329$ 12,810,493$ -$           -$                 87,197,822$  

January 1, December 31,

2016 Additions Deletions Transfers 2016

Construction in Progress - Capital Center

project costs (A) 20,736,418$ 44,861,953$ -$           -$                 65,598,371$  

Other property held (B) 8,749,368 -                    -             -                   8,749,368      

Furniture, equipment and other 37,403 31,445          -             -                   68,848           

Total 29,523,189   44,893,398   -             -                   74,416,587    

Less: accumulated depreciation (22,530)         (6,728)           -             -                   (29,258)          

Capital assets, net 29,500,659$ 44,886,670$ -$           -$                 74,387,329$  
 

 

(A) Capital Center project costs consist principally of construction costs, land costs, legal, other 
professional fees and other pre-construction costs incurred which are directly related to the 
Capital Center located at 55 Eagle Street in Albany, New York.  These assets were placed in 
service upon opening of the Capital Center in March 2017.  

 

(B) Other property held consists principally of land costs and other acquisition costs incurred which 
are directly related to the Authority’s original project location. These assets are not being 
depreciated. In December 2017, the Authority entered into a Purchase and Sale Agreement to 
sell this property to a not for profit organization for $1 for other development purposes. As part 
of the agreement, the not for profit organization will also assume the ground leases (Note 11). 
The closing on this transaction is expected to occur in the second quarter of 2018 pending 
satisfaction of all conditions described in the Purchase and Sale Agreement. Accounting 
principles generally accepted in the United States of America requires capital assets be 
evaluated for impairment when events or changes in circumstances suggest that the service 
utility of a capital asset may have significantly and unexpected declined. As of December 31, 
2017, the Authority evaluated capital assets for impairment and determined that the service 
utility and value of certain capital assets may have materially changed. Based on the nature of 
this agreement, the Authority elected to depart from accounting principles generally accepted in 
the United States of America and continue to carry these capital assets at the historical costs 
until the sale is finalized. The book value of these capital assets in the amount of approximately 
$8.7 million and related rent escalation liability (Note 11) of approximately $305,000 will be 
written off and recognized in the statement of revenues, expenses, and changes in net position 
at the completion of the sale. As a result, no impairment loss on other property held is reported 
in the statement of revenues, expenses, and changes in net position for the year ended 
December 31, 2017. 
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NOTE 6 — CAPITAL ASSETS (Continued) 
 
In connection with health and safety provisions for the other property held, costs of approximately 
$65,800 and $212,600 are included in the financial statement line other property held costs in the 
statements of revenues, expenses, and changes in net position for the years ended December 31, 
2017 and 2016, respectively. 
 
Building and building improvements, furniture, equipment and other assets are capitalized and 
depreciated over a period consistent with the underlying estimated useful life when placed in service. 
Depreciation expense related to building and building improvements, furniture, equipment and other 
assets was approximately $1,812,300 and $6,700 for the years ended December 31, 2017 and 
2016, respectively. 
 
 
NOTE 7 — CAPITAL LEASE OBLIGATION 

 
In 2017, the Authority entered into certain capital lease arrangements in the amount of $1,197,674 
under which the related equipment will become the property of the Authority when all terms of the 
lease agreements are met. The lease requires monthly payments of $35,141 including interest of 
approximately 3.55%. Future minimum lease payments on the capital leases are as follows: 
$583,509 in 2018, and $392,383 in 2019, of which $27,654 represents interest.  
 
Interest expense incurred on the capital lease obligation totaled approximately $24,200 for the year 
ended December 31, 2017 (none in 2016). 
 
 
NOTE 8 — RENTAL LOSS 

 
As a result of the 2010 acquisitions of land, buildings and surface parking lots (Notes 10), the 
Authority commenced rental activities, utilizing management agents, relating to these properties. For 
the years ended December 31, 2017 and 2016, net rental losses on these properties approximated 
$210,000 and $216,000, respectively. Rental loss consisted primarily of property management fees, 
lease expenses, utilities and maintenance costs, net of parking revenues. 
 
 
NOTE 9 — RETIREMENT AND POST RETIREMENT BENEFITS 

 
The two employees of the Authority participate in the New York State and Local Employees' 
Retirement System ("System" or “ERS”). 
 
The System is a cost-sharing multiple-employer defined benefit plan administered by the State 
Comptroller. Plan benefits, including retirement and disability benefits, annual cost-of-living 
adjustments and death benefits to plan members and beneficiaries are provided under the 
provisions of the New York State Retirement and Social Security Law and are guaranteed under the 
State Constitution. In general, retirement benefits are determined based on an employee’s individual 
circumstances using a pension factor, an age factor, and final average salary. The benefits vary 
depending on the individual’s employment tier. Pension factors are determined based on tier and an 
employee’s years of service, among other factors. The System issues a financial report that includes 
financial statements and other information for the System which is available to the public. The 
financial report may be obtained from the New York State and Local Employees’ Retirement System 
at www.osc.state.ny.us/retire. 
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NOTE 9 — RETIREMENT AND POST RETIREMENT BENEFITS (Continued) 
 
No employee contribution is required for those hired prior to July 1976. The System requires 
employee contributions of 3% of salary for the first 10 years of service for those employees who 
joined the System from July 1976 through December 2009. Participants hired on or after January 1, 
2010 through March 31, 2012 are required to contribute 3% of compensation throughout their active 
membership in the System. Participants hired on or after April 1, 2012 are required to contribute a 
percentage ranging from 3% to 6% each year, based on their level of compensation. The 
Comptroller annually certifies the rates used, expressed as a percentage of the wages of 
participants, to compute the contributions required to be made by the Commission to the pension 
accumulation fund.  The rate was 15.8% for the Commission’s active employees for 2017 and 2016, 
respectively. Employee contributions are deducted from their salaries and remitted on a current 
basis to the System.  
 
The Authority recognized net pension expense of approximately $30,700 and $30,400 for the years 
ended December 31, 2017 and 2016, respectively which is included in fringe benefits in the 
statements of revenue, expenses and changes in net position.   
 
At December 31, 2017 and 2016 the Authority reported deferred outflows of resources, deferred 
inflows of resources, and liabilities for its proportionate share of the ERS deferred outflows of 
resources, deferred inflows of resources, and net pension liability, respectively. The ERS net 
pension liability was measured as of March 31, 2017 for 2017 and March 31, 2016 for 2016, and the 
total pension liabilities were determined by an actuarial valuation as of April 1, 2016 and 2015, with 
updated procedures used to roll forward the total pension liability to March 31, 2017 and 2016, 
respectively. The Authority’s proportion was based on the ratio of its actuarially determined employer 
contribution to ERS’s total actuarially determined employer contribution for each fiscal year ended on 
the measurement date. At the March 31, 2017 and 2016 measurement date, the Authority’s 
proportion was .0004113% and .0004353%, respectively. 
 
The Authority has reported additional deferred outflows of resource as of December 31, 2017 and 
2016 for employer contributions made subsequent to the measurement dates. 
 
 
NOTE 10 — LINE OF CREDIT 
 
The Authority has available a revolving demand line of credit totaling $300,000 with a bank. 
Borrowings under the line are collateralized by a lien and security interest in any and all deposits of 
the Authority held by the bank and or its affiliates and bear interest at the Wall Street Journal’s Prime 
Rate plus 1.65%, adjusted annually (6.15% at December 31, 2017). Interest on outstanding 
borrowings is due monthly.  There were no borrowings outstanding at December 31, 2017 and 2016. 
 
 
NOTE 11 — CONTINGENCIES AND COMMITMENTS 
 
Operating Leases 
 
Office lease: 

 
The Authority has an operating lease for office space located in the City of Albany, New York 
through June 2017, and currently extended on a month-to-month basis. Rental expense paid by the 
Authority and included with occupancy costs in the statements of revenues, expenses, and changes 
in net position approximated $15,400 and $13,500 for the years ended December 31, 2017 and 
2016, respectively. 
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NOTE 11 — CONTINGENCIES AND COMMITMENTS (Continued) 
 

Operating Leases (Continued) 
 

Ground leases: 
 

As a result of the purchase of buildings and land made on August 24, 2010, the Authority was 
assigned ground leases relating to surface parking areas which contain development rights.  These 
parcels are part of the original area designated for the building of the convention center.  Assignment 
of these ground leases allowed the Authority to take the existing leases over from the original lessee 
with the same terms in place.  The ground leases are accounted for as operating leases.  The leases 
include a purchase option for two of the three properties during the final five years of the lease term 
(2036 – 2040).  The surface parking areas to which these leases relate are being rented on a daily, 
monthly and event basis utilizing management agents. 
 

Future minimum lease payments under these land leases are as follows: 
 

Year Ending

December 31,

2018 277,900$    

2019 310,800      

2020 310,800      

2021 320,800      

2022 322,800      

2023 - 2027 1,688,000   

2028 - 2032 1,808,000   

2033 - 2037 1,928,000   

2038 - 2040 540,400      

7,507,500$ 
 

 

Lease expense recorded by the Authority and included in rental loss in the statement of revenues, 
expenses, and changes in net position approximated $337,400 and $336,400 for the years ended 
December 31, 2017 and 2016, respectively.  These leases include escalation amounts and have 
been expensed on a straight-line basis.  Accordingly, a liability of approximately $305,500 and 
$366,900 is included in Rent Escalation Liability in the Statement of Net Position at December 31, 
2017 and 2016, respectively.  This liability represents the difference between actual lease payments 
made and the expense recorded on a straight line basis for the leases. As disclosed in Note 6, these 
leases are expected to be assumed by a not for profit organization in 2018 pending satisfaction of all 
conditions described in the Purchase and Sale Agreement. 
 

Management and Licensing Fee Commitments: 
 

Property: 
 

During 2009, the Authority acquired property in the form of a surface parking lot from GLI Inc. (GLI), 
doing business as Greyhound Lines. Coincidental with the closing, the Authority entered into a 
license agreement with GLI whereby for an annual fee of $10 GLI may use the property for the 
parking of its busses and employee cars consistent with the use prior to purchase. The license 
agreement is renewed annually and includes a right of termination by the Authority at any time as 
needed. 
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NOTE 11 — CONTINGENCIES AND COMMITMENTS (Continued) 
 

Management and Licensing Fee Commitments: (Continued) 
 

Property: (Continued) 
 

During 2009, the Authority acquired property in the form of surface parking lots from the County. 
Coincidental with the closing, the Authority entered into a license agreement with the County 
whereby for an annual fee of $10 the County may use the property for parking of Albany County 
owned vehicles and those of County employees consistent with the use prior to purchase. The 
license agreement is renewed annually and includes a right of termination by the Authority at any 
time as needed with 30 days notice. 
 

In April 2010, the Authority acquired certain land utilized as a surface parking lot from Capitalize 
Albany Corporation. As part of the purchase, the Authority received an assignment of a lease 
whereby Capitalize Albany Corporation leased the parking lot to 41 State Street for the lessee’s 
annual use of the property with the address of 10 Dallius Street, Albany, NY. The parking lot is 
currently being leased for approximately $3,700 monthly through December 2019.  The Authority 
entered into a license agreement with Capitalize Albany Corporation as part of the purchase of the 
parking lot whereby Capitalize Albany Corporation continues to collect the annual lease fee from 41 
State Street in exchange for a fee equal to 30% of the revenue collected.  The 30% fee represents 
payment for Capitalize Albany Corporation to manage the lease, oversee the use of the property and 
collect and account for the fees. The license agreement is renewed annually and the Authority 
retains the right to terminate the agreement at any time as needed with 30 days notice. 
 

During August 2010, the Authority purchased land, buildings and ground leases with existing rental 
operations.  With respect to the surface parking lots, the Authority continues to rent the lots for daily, 
monthly and event purposes. The Authority entered into a management agreement for the 
management of the lots. The agreement calls for a monthly management fee of $650 and incentive 
fee equal to 20% of the increase, if any, in net operating income for each agreement year over the 
annualized net operating income generated in the first three months of the term.  The agreement 
continues on a month to month basis. 
 

Lawsuits: 
 

The Authority is a defendant in a suit in which a vendor is seeking damages related to construction 
of a capital project.  The Authority is investigating the claims against it and intends to vigorously 
defend this action.  The ultimate outcome of these matters is not presently determinable and no 
provision has been made in the accounts for any liability for this suit.   
 
 
NOTE 12 — FACILITY OPERATOR AGREEMENTS 
 

The management, operations and marketing of the Albany Capital Center is facilitated through a 
Management Agreement with SMG. The main term of the current agreement commenced on 
September 1, 2014 and ends at midnight on December 31, 2020. In accordance with the terms of 
the agreement, the Authority may, in its sole discretion, extend the term of the agreement on the 
same terms and conditions for an additional three–year period.  
 

The agreement includes a pre-opening fee of $4,000 per month through commencement of the 
management term.  Pre-opening expenses including management fees were approximately 
$142,000 and $649,000 for the years ended December 31, 2017 and 2016, respectively and 
included in Capital Center pre-opening expenses in the statement of revenues, expenses, and 
changes in net position. 



ALBANY CONVENTION CENTER AUTHORITY 
(A COMPONENT UNIT OF THE STATE OF NEW YORK) 

NOTES TO FINANCIAL STATEMENTS 

December 31, 2017 and 2016 
 

 

 

Page 21 

NOTE 12 — FACILITY OPERATOR AGREEMENTS (Continued) 
 
As part of this agreement SMG is responsible for the financial activity of the Albany Capital Center. 
SMG financially manages all revenues collected by the Albany Capital Center from rental income; 
income from food and beverage sales; revenue received from the operation of parking lots and other 
ancillary income. In turn, SMG utilizes these revenues to pay for expenses associated with operating 
the facility (i.e., salaries of permanent and temporary staff who orchestrate events and handle 
administrative functions; utility expenses; the promotion and advertising of the Albany Capital 
Center; and general facility maintenance and repair expenses). Financial activity of the Albany 
Capital Center is reviewed by management. 
 
Performance of the Albany Capital Center is incorporated annually into the Authority’s basic financial 
statements.  
 
During the year ended December 31, 2017, revenues from the Albany Capital Center are as follows: 
 

Direct event income

Rental income 302,882$    

Service revenue 95,780        

Ancillary income

Food and beverage catering 423,171      

Booth rental 1,505          

Parking 34,418        

Electrical 27,707        

Audio visual 99,099        

Other 895             

Other operating income

Advertising 35,167        

Other 9,217          

Total revenues 1,029,841$ 
 

 
During the year ended December 31, 2017, contractual services from the Albany Capital Center are 
as follows: 
 

Service expenses 261,451$    

Salaries and wages 871,556      

Payroll taxes and benefits 273,605      

General and administrative 288,537      

Operating 52,635        

Repairs and maintenance 124,986      

Supplies 223             

Insurance 10,613        

Utilities 216,116      

Depreciation 6,167          

Management fee 188,666      

Total expenses 2,294,555$ 
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NOTE 12 — FACILITY OPERATOR AGREEMENTS (Continued) 
 
As base compensation to SMG for providing services, the Authority shall pay SMG during each fiscal 
year of the main term and the renewal term, if any, an annual fixed fee as follows: 2017 Base Fee 
($100,000) under the 2014 Management Agreement as adjusted by change in CPI-U from 
January 1, 2018 through December 31, 2020. 
 
SMG is also entitled to annual quantitative and qualitative incentive fees, as defined, with respect to 
each fiscal year. The incentive fee shall not exceed 50% of the aggregate compensation of fixed fee 
and incentive fee in any given fiscal year and shall be calculated as follows: 
 
(A) Quantitative incentive fee: not to exceed 70% of the annual fixed fee, equal to 25% of the 

amount by which the actual operating revenues exceed the revenue benchmark; provided, 
however, such eligibility is contingent upon SMG operating within the approved budget. 

 
(B) Qualitative incentive fee: an amount equal to 30% of annual fixed fee, eligible upon meeting the 

criteria defined in the Management Agreement. 
 
SMG’s incentive fees during the calendar year were $97,333. 
 
In accordance with the terms of the Management Agreement, the Authority is required to provide the 
operator certain operating funds sufficient to meet operating expenses. During 2017 and 2016, the 
Authority provided SMG with $1,358,357 and $665,325, respectively, to meet operating expenses. 
 
 
NOTE 13 — SUBSEQUENT EVENTS 

 
During 2018, the Authority entered into an additional commitment of approximately $300,000 relating 
to certain facility improvements for the Albany Capital Center. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

 

 

 

Members of the Board 
Albany Convention Center Authority 
 
 
We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Controller General of the United States, the financial statements of the 
Albany Convention Center Authority (the Authority), as of and for the year ended December 31, 
2017, and the related notes to the financial statements and have issued our report thereon dated 
March 23, 2018. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Authority’s 
internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s 
internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, 
in internal control that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify 
any deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. We did identify a deficiency in internal control, 
described below, that we consider to be a significant deficiency. 
 

Accounting principles generally accepted in the United States of America requires capital assets 
be evaluated for impairment when events or changes in circumstances suggest that the service 
utility of a capital asset may have significantly and unexpected declined. As of December 31, 
2017, the Authority evaluated capital assets for impairment and determined that the service utility 
and value of certain capital assets may have materially changed. As more fully described in 
Note 6 of the financial statements, the Authority entered into a $1 purchase and sale agreement 
for certain capital assets. Based on the nature of this agreement, the Authority elected to depart 
from accounting principles generally accepted in the United States of America and continue to 
carry these capital assets at the historical costs until the sale is finalized. 
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Internal Control Over Financial Reporting (Continued) 
 

Management response: 
 

Management of the Authority concurs with the description of the departure as described. As 
noted, management made an informed decision that determining the potential impairment of 
certain capital assets would not be an appropriate use of the Authority’s resources since the 
purchase and sale agreement is for $1 and expected to be finalized in the second quarter of 
2018.  

 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Authority’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct 
and material effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we 
do not express such an opinion.  The results of our tests disclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 
 
The Authority’s Response to the Finding  
 
The Authority’s response to the finding identified in our audit is described previously. The Authority’s 
response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on it. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 

 
 
 
Albany, New York 
March 23, 2018 


