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CERTIFIED PUBLIC ACCOUNTANTS WWW.CANTERCPA.NET

INDEPENDENT AUDITOR’S REPORT

Northeast Ohio Regional Airport
Ashtabula County

2382 Airport Road

Jefferson, Ohio 44047

To The Board of Trustees:

Report on the Financial Statements

We have audited the accompanying financial statements of the Northeast Ohio Regional Airport (the
“Airport”), a component unit of Ashtabula County as of and for the year ended December 31, 2014, and the
related notes to the financial statements, which collectively comprise the Airport’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 opinions on these financial statements based on our audit. We conducted our
audit 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
audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Northeast Ohio Regional Airport as of December 31, 2014, and the respective
changes in financial position, and, cash flows thereof for the year 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 3-8 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, 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 30, 2015, on
our consideration of the Airport’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 Northeast Ohio Regional Airport’s internal control over
financial reporting and compliance.

CANTER & ASSOCIATES

C’M L Assore—

Poland, Ohio
June 30, 2015
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Management’s Discussion and Analysis
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Unaudited

The discussion and analysis of the Northeast Ohio Regional Airport’s (the “Airport”) financial performance
provides an overall review of the Airport’s financial activities for the year ended December 31, 2014. The
intent of this discussion and analysis is to look at the Airport’s performance as a whole; readers should also
review the notes to the basic financial statements and financial statements to enhance their understanding of
the Airport’s financial performance.

Financial Highlights
Key financial highlights for 2014 are as follows:
e The Airport’s net position increased by $125,704, or 5 percent.

e During 2014, the Airport had an operating loss of $528,978 but total net position increased by
$125,704. Capital grants of $679,725 coupled with contributions and donations made to the Airport
from the County and private donors of $95,000 and $629,030, respectively, totaling $724,030 helped
to keep the Airport operating.

e The Airport was able to make its annual principal and interest payments on its outstanding revenue
bond in the amount of $33,700 and $47,504, respectively. The Airport made additional principal
payments of $56,000 during the year with the help of the aforementioned donations.

o Previously, the Airport entered into a rental agreement to allow an outside party to manage and farm
approximately 190 acres of its land at a price of $105 per acre per year, or $19,950. The agreement
commenced on April 1, 2013 and expires on March 31, 2018.

Using this Annual Financial Report

This report consists of a series of financial statements. The Statement of Net Position and Statement of
Revenues, Expenses, and Changes in Net Position provide information about the activities of the Airport and
present a longer-term view of the Airport’s finances.

A question typically asked about the Airport’s finances "How did we do financially during 2014?" The
Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net Position report
information about the Airport and its activities in a way that helps answer this question. These statements
include all assets, deferred outflows of resources, liabilities and deferred inflows of resources using the
accrual basis of accounting which is similar to the accounting used by most private-sector companies. The
Airport charges a fee to customers to help it cover part of the services it provides. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the Airport’s net position and changes in that net position. This change in net
position is important because it tells the reader that, for the Airport as a whole, the financial position of the
Airport has improved or diminished. The reader will need to consider other non-financial factors (e.g. fuel
prices, FAA regulations, weather, etc.) in order to assess the overall health of the Airport.
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The Airport as a Whole
Recall that the Statement of Net Position provides the perspective of the Airport as a whole.

Table 1 provides a summary of the Airport’s net position for 2014, compared to 2013:

(Table 1)
Net Position
Business-Type Activities
2014 2013 Change
Assets
Current and Other Assets $860,383 $532,654 $327,729
Capital Assets, Net of Depreciation 3,343,878 3,325,986 17,892
Total Assets 4,204,261 3,858,640 345,621
Liabilities
Long-Term Liabilities 1,084,000 1,173,700 89,700
Other Liabilities 428,141 98,574 (329,567)
Total Liabilities 1,512,141 1,272,274 (239,867)
Deferred Inflows of Resources
Rent Revenue 39,900 59,850 19,950
Net Position
Net Investment in Capital Assets 2,259,878 2,152,286 107,592
Restricted for Debt Service 97,709 88,367 9,342
Unrestricted 294,633 285,863 8,770
Total Net Position $2,652,220 $2,526,516 $125,704

Total assets increased $345,621 during 2014. This increase was the result of a slight increases in cash and
capital assets, and an increase in intergovernmental receivables related to grants of $282,160.

Total liabilities increased by $239,867 during 2014, which is a 19 percent change from the prior year. This
change is due to an increase in accounts payable related to various Airport projects. Long-term liabilities
decreased due to the Airport making its scheduled principal payment of $33,700 and additional payments of
$56,000 on the revenue bonds.

Deferred inflows of resources represents a receivable for rent revenue that will be collected beyond next
year.

In total, net position of the Airport increased by $125,704 which can be attributed mostly to the
aforementioned contributions and donations received during the year.

4
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Table 2 shows the revenues, expenses and the changes in net position for the year ended December 31, 2014
compared to the year ended December 31, 2013.

(Table 2)
Changes in Net Position

Business-Type Activities

2014 2013 Change
Revenues
Operating Revenues:
Charges for Services $282,588 $285,813 ($3,225)
Other Operating Revenues 228 1,868 (1,640)
Total Operating Revenues: 282,816 287,681 (4,865)
Expenses
Operating Expenses:
Personal Services 95,973 78,157 (17,816)
Fringe Benefits 15,201 13,884 (1,317)
Contractual Services 255,324 180,474 (74,850)
Materials and Supplies 226,738 187,643 (39,095)
Depreciation 162,094 152,445 (9,649)
Other Operating Expenses 56,464 24,280 (32,184)
Total Operating Expenses: 811,794 636,883 (174,911)
Operating Loss (528,978) (349,202) (179,776)
Non-Operating Revenues (Expenses):
Interest Income 521 541 (20)
Capital Grants 679,725 119,204 560,521
Contributions and Donations 629,030 429,407 199,623
Intergovernmental Revenue (County) 95,000 95,000 0
Land Rent/Management Proceeds 19,950 39,900 (19,950)
Other non-Operating Revenue 0 22 (22)
Engineering and Capital Related Expenses (715,891) (218,183) (497,708)
Interest and Fiscal Charges (53,653) (54,727) 1,074
Total Non-Operating Revenues (Expenses): 654,682 411,164 243,518
Change in Net Position 125,704 61,962 63,742
Net Position Beginning of Year 2,526,516 2,464,554 61,962
Net Position End of Year $2,652,220 $2,526,516 $125,704

Operating revenues decreased by $4,865, or just under two percent from the previous year. Operating
expenses increased by $174,911 from the prior year due mostly to an increase in contractual services. The
Airport’s total net position increased $125,704 from the prior year.
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Capital Assets

The largest portion of the Airport’s net position each year is its net investment in capital assets. The Airport
uses these capital assets to provide services to the businesses and public using the Airport. Table 3 shows
2014 balances compared with 2013.

(Table 3)
Capital Assets at December 31 (Net of Depreciation)

Business-Type Activities

2014 2013 Change
Land $108,569 $108,569 $0
Buildings and Improvements 1,378,030 1,428,922 (50,892)
Improvements Other Than Buildings 1,545,769 1,601,497 (55,728)
Vehicles 241,481 108,126 133,355
Furniture and Equipment 70,029 78,872 (8,843)
Totals $3,343,878 $3,325,986 $17,892

The $17,892 increase in capital assets was due to current year capital additions of $179,986 exceeding
current year depreciation of $162,094 during 2014. Note 11 of the basic financial statements provides a
more detailed look at the capital asset activity during 2014.

Debt
In 2006, the Airport issued revenue bonds in the amount of $1,400,000 in order to finance new hangar

construction. The revenue bonds will mature in thirty years and have an interest rate of 4.125 percent. The
Airport’s outstanding long-term obligations are included in the following table:

(Table 4)
Outstanding Debt, at December 31
2014 2013 Change
Revenue Bonds $1,084,000 $1,173,700 $89,700

Additional information concerning the Airport's long-term obligations can be found in Note 6 to the basic
financial statements.

Current Financial Issues

Financial performance in 2014 continued to be driven by the national economic environment. Fuel sales for
both turbine (Jet A) and piston (100LL) aircraft remain depressed compared to levels prior to 2007. 100LL
fuel sales (gallons) decreased 10 percent from 2013 but are significantly lower than the Airport experienced
in 2007. Jet fuel sales volumes increased (16 percent). The Airport expects these trends to continue until the

economy recovers. Margins on fuel sales were maintained at historical averages during the year.
6
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The turbine (business and on-demand taxi) traffic continues to grow while personal flying using piston
engines has decreased each year from 2011. Hangar occupancy rates are decreasing as owners sell
underutilized aircraft.

The Airport received significant support from foundations, business and personal donations in 2014.
$629,030 in unrestricted gifts was received during the year. These funds were used to repair Airport
infrastructure, purchase new equipment and promote Airport development. The County Commissioners also
allocated $95,000 from the General Fund to support Airport operations in 2014.

Outlook:

It is not likely that the National Economic situation will quickly resolve itself. Both business travel and
private use of aviation is highly dependent on a healthy economy with good jobs. Wholesale prices of fuel
remain high, inflating variable operating costs for all market segments. The Airport Authority expects that
our business will continue to be negatively impacted.

Policies and actions are in place to improve both airport operating performance and financial performance in
light of significant challenges.

Donor directed funds, under the umbrella of the Cleveland Foundation, have been established to help assure
the funding of Airport activities in the future. The Ashtabula County Aviation Trust provides supplemental
funding for airport operations expenses. The Ashtabula County Airport Capital Expenditures Trust Fund
provides matching funds for both FAA and ODOT grants. The Ashtabula County Aviation Principal
Prepayment Trust Fund provides funds to retire Airport Revenue Bonds early, saving substantial interest
charges over the bond period.

Already, these Trust Funds have contributed significantly to improving airport operations, making the airport
more attractive to our customers. The planned $8.3 million runway reconstruction project will be completed
in 2017 and the matching funds for the anticipated FAA Airport Improvement Grants are already available in
the Capital Expenditures Fund. In 2014, the Principal Repayment Trust made an additional payment on
airport revenue bonds issued to finance a hangar construction project.

Efforts are being taken to coordinate marketing with regional tourist and recreational promotions as well as
the activities of the newly constructed sports center in Geneva, Ohio. The Airport Authority has renewed our
contract with R.A. Wiedemann and Associates to develop a marketing strategy and promotional materials
that will better integrate Airport marketing with the County Economic Development Agency and Convention
and Visitors Bureau efforts.

The nearby sports and recreational facility, The Spire Institute, continues to host significant collegiate track
and swimming events as well as other regional sporting activities. As this facility grows, we are starting to
see an increase in airport use from visitors to events.

The Airport Authority has noticed that with airline consolidation and mergers as well as capacity
rationalization occurring, business travel is becoming more expensive and inconvenient. We expect that this
will increase corporate aviation activity as companies seek the productivity possible by going direct to
company or customer facilities. We continue making investments in the airport facilities and equipment that
will attract and retain business aviation.
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In 2014, donations allowed us to purchase a large runway sweeper to remove snow from runways and
provide a safe environment. The airport also bought a specialized truck to provide de-icing services to
turbine powered aircraft. Lack of this capability discouraged some of our customers from using the airport
during the winter in the past. This added capability allowed our business customers to utilize our airport
during the 2014-2015 winter rather than use the Youngstown Regional Airport. Several obstruction removal
projects were completed during the year which improved operational safety.

The County Commissioners have committed to a $125,000 contribution from the General Fund for 2015.
Contacting the Airport’s Finance Department

This financial report is designed to provide our citizens, taxpayers, airport users, and all interested parties
with a general overview of the Airport’s finances and to show the Airport’s accountability for the money it
receives. If you have any questions about this report or need additional financial information, contact
Dwight Bowden, President of Ashtabula County Airport Authority dba the Northeast Ohio Regional Airport,
2382 Airport Road, P.O. Box 379, Jefferson, Ohio 44047.
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Statement of Net Position
December 31, 2014

Assets

Current Assets:

Cash and Cash Equivalents $303,098
Accounts Receivable 3,644
Prepaid Assets 17,853
Fuel Inventory 60,031
Lease Receivable 111,875
Due from Other Governments 304,032
Rent Receivable 59,850
Total Current Assets 860,383

Non-Current Assets:

Nondepreciable Capital Assets 108,569
Depreciable Capital Assets, Net 3,235,309
Total Non-Current Assets 3,343,878
Total Assets $4,204,261
Liabilities

Current Liabilities:

Accounts Payable $407,299
Accrued Wages 1,360
Accrued Interest Payable 11,756
Intergovernmental Payable 190
Unearned Revenue 7,536
Total Current Liabilities 428,141

Non-Current Liabilities:

Due Within One Year 35,200
Due In More than One Year 1,048,800
Total Non-Current Liabilities 1,084,000
Total Liabilities 1,512,141

Deferred Inflows of Resources

Land Rent 39,900
Net Position

Net Investment in Capital Assets 2,259,878
Restricted for Debt Service 97,709
Unrestricted 294,633
Total Net Position 2,652,220
Total Liabilities, Deferred Inflows and Net Position $4,204,261

See accountants' compilation report
See accompanying notes to the basic financial statements
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Statement of Revenues, Expenses and Changes in Net Position
For the year ended December 31, 2014

Operating Revenue
Sales

Rent

Leases

Other Operating Revenues

Total Operating Revenue

Operating Expenses
Personal Services

Fringe Benefits
Contractual Services
Materials and Supplies
Depreciation

Other Operating Expenses

Total Operating Expenses

Operating Loss

Non-Operating Revenues (Expenses)
Interest Income

Capital Grants

Contributions and Donations
Intergovernmental Revenue - County Appropriation
Land Rent/Management Proceeds
Engineering and Capital Related Expenses
Interest and Fiscal Charges

Total Non-Operating Revenues (Expenses)
Change In Net Position

Net Position Beginning of Year

Net Position End of Year

See accountants' compilation report

See accompanying notes to the basic financial statements

10

$194,107
80,981
7,500
228

282,816

95,973
15,201
255,324
226,738
162,094
56,464

811,794

(528,978)

521
679,725
629,030

95,000
19,950

(715,891)

(53,653)

654,682

125,704

2,526,516

$2,652,220




Northeast Ohio Regional Airport
Ashtabula County, Ohio

Statement of Cash Flows
For the year ended December 31, 2014

Cash Flows From Operating Activities:

Cash Received from Customers $278,305
Other Operating Revenue 245
Cash Paid for Goods and Services (499,567)
Cash Paid to Employees (111,424)
Other Operating Expenses (56,464)
Net Cash Used for Operating Activities (388,905)

Cash Flows From Non-Capital Financing Activities:
Land Rent/Management Proceeds 19,950

Cash Flows From Investing Activities:
Interest on Investments 521

Cash Flows From Capital and Related Financing Activities:

Contributions and Donations 724,030
Capital Grants 397,565
Payment for Capital Acquisitions (179,986)
Payment for Engineering & Capital Related Services (376,007)
Principal Payments on Debt (89,700)
Interest Payments (54,001)
Net Cash Provided by Capital and Related Financing Activities 421,901
Net Increase in Cash and Cash Equivalents 53,467
Cash and Cash Equivalents at Beginning of Year 249,631
Cash and Cash Equivalents at End of Year $303,098

Reconciliation of Operating Loss to
Net Cash Used for Operating Activities

Operating Loss ($528,978)

Adjustments to Reconcile Operating Loss to
Net Cash Used for Operating Activities:

Depreciation 162,094

(Increase) Decrease in Assets:

Accounts Receivable 981

Prepaid Assets 2,777)
Inventory (2,756)
Leases Receivable (7,500)
Increase (Decrease) in Liabilities:

Accounts Payable (11,972)
Accrued Wages 643

Intergovernmental Payable (893)
Unearned Revenue 2,253

Total Adjustments 140,073

Net Cash Used for Operating Activities ($388,905)
Footnote:

* Accounts payable overall decrease of $11,972 had two components: operating and non-operating.
The cash flows reconciliation only provides a comparison for operating activities, therefore
non-operating revenues are not considered in the reconciliation. A decrease of $11,972 was
accounted for in the operating revenues, while an increase of $380,223 was accounted for under
capital and related financing activities.

See accountants' compilation report
See accompanying notes to the basic financial statements
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Northeast Ohio Regional Airport
Ashtabula County, Ohio

Notes to the Basic Financial Statements
December 31, 2014

Note 1 - Description of the Northeast Ohio Regional Airport and Reporting Entity

A. The Airport

The Northeast Ohio Regional Airport, Ashtabula County, (the Airport) is a body corporate and politic
established to exercise the rights and privileges conveyed to it by the constitution and laws of the State of Ohio.
The Airport is directed by a nine member Board, appointed by the County commissioners. The Board of
Trustees has the authority to exercise all of the powers and privileges provided under the law. These powers
include the ability to sue or be sued in its corporate name; the power to establish and collect rates, rentals and
other charges; the authority to acquire, construct, operate, manage and maintain airport facilities; the authority
to buy and sell real and personal property; and the authority to issue debt for acquiring or constructing any
facility or permanent improvement. Since the Airport imposes a financial burden on the County, the Airport
is reflected as a component unit of Ashtabula County. The Airport has a December 31 year end.

B. Reporting Entity

The Airport has been defined in accordance with GASB Statement No. 14, “The Financial Reporting Entity”,
and as amended by GASB Statement No. 39, “Determining Whether Certain Organizations Are Component
Units” and GASB Statement No. 61, “The Financial Reporting Entity: Omnibus an amendment of GASB
Statements No. 14 ad No. 34”. The reporting entity is comprised of the primary government, component units
and other organizations that are included to ensure that the basic financial statements of the Airport are not
misleading. The primary government consists of all departments, boards and agencies that are not legally
separate from the Airport.

Component units are legally separate organizations for which a primary government is financially accountable.
The Airport is financially accountable for an organization if the primary government appoints a voting majority
of the organization's governing board and (1) the Airport is able to significantly influence the programs or
services performed or provided by the organization; or (2) the Airport is legally entitled to or can otherwise
access the organization's resources; or (3) the Airport is legally obligated or has otherwise assumed the
responsibility to finance deficits of or provide financial support to the organization; or (4) the Airport is
obligated for the debt of the organization. Under the criteria specified in Statement No. 14, the Airport has no
component units. Accordingly, the accompanying financial statements include only the accounts and
transactions of the Airport. The Airport is, however, considered to be a component unit of Ashtabula County
(“the County”) by virtue of the fact the Airport’s Board of Trustees is appointed by the County and the Airport
imposes a financial burden on the County. These conclusions regarding the financial reporting entity are based
on the concept of financial accountability. The Airport is not financially accountable for any other
organization.

Note 2 - Summary of Significant Accounting Policies

The significant accounting policies followed in the preparation of these financial statements are summarized
below. These policies conform to generally accepted accounting principles (GAAP) for local governmental
units as prescribed in the statements issued by the Governmental Accounting Standards Board and other
recognized authoritative sources are generally applicable to the primary government. The more significant of
the Airport’s accounting policies are described below.
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Northeast Ohio Regional Airport
Ashtabula County, Ohio

Notes to the Basic Financial Statements
December 31, 2014

A. Basis of Presentation

The Airport reports its operations as a single enterprise fund. Enterprise accounting is used to account for
operations that are financed and operated in a manner similar to private business enterprises where the intent
is that the costs (expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges or where it has been decided that
periodic determination of revenues earned, expenses incurred and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purposes.

B. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by measurement focus. Proprietary accounting
uses a flow of economic resources measurement focus. With this measurement focus, all assets, deferred
outflows of resources, liabilities and deferred inflows of resources are included on the statement of net position.
The statement of changes in net position presents increases (i.e., revenues) and decreases (i.e., expenses) in net
total position. The statement of cash flows provides information about how the Airport finances and meets the
cash flow needs of its enterprise activity.

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made.

The accrual basis of accounting is used for reporting purposes. Revenues are recognized when they are earned,
and expenses are recognized when they are incurred. Unbilled service charges are recognized as revenue at
year end.

Non-exchange transactions, in which the Airport receives value without directly giving equal value in return,
include grants, entitlements and donations. On an accrual basis, revenue from grants, entitlements and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility
requirements include timing requirements, which specify the year when the resources are required to be used
or the fiscal year when use is first permitted, matching requirements, in which the Airport must provide local
resources to be used for a specified purpose, and expenditure requirements, in which the resources are provided
to the airport on a reimbursement basis.

Unearned revenue arises when assets are recognized before revenue recognition criteria have been satisfied.

Grants and entitlements received before eligibility requirements are met are also recorded as a deferred inflow
of resources. On the accrual basis of accounting, expenses are recognized at the time they are incurred.

Deferred Outflows/Inflows of Resources - In addition to assets, the statement of financial position will
sometimes report a separate section for deferred outflows of resources. Deferred outflows of resources,
represents a consumption of net position that applies to a future period and will not be recognized as an outflow
of resources (expense/expenditure) until then. For the Airport, there were no deferred outflows of resources
to report.

13
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Notes to the Basic Financial Statements
December 31, 2014

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred
inflows of resources. Deferred inflows of resources represent an acquisition of net position that applies to a
future period and will not be recognized as an inflow of resources (revenue) until that time. For the Airport, a
deferred inflow of resources was reported for future rent revenue.

C. Cash and Cash Equivalents

The Airport maintains interest bearing depository accounts. All funds of the Airport are maintained in these
accounts. These interest bearing depository accounts are presented in the combined balance sheet as “Cash
and Cash Equivalents”. The Airport has no investments.

Investment procedures are restricted by the provisions of the Ohio Revised Code. Interest revenue credited to
the general operating fund during 2014 amounted to $521.

D. Prepayments

Certain payments to vendors reflect the costs applicable to future accounting periods and are recorded as
prepaid items in the basic financial statements. These items are reported as assets on the balance sheet using
the consumption method. A current asset for the prepaid amounts is recorded at the time of the purchase and
the expenditure/expense is reported in the year in which services are consumed.

E. Fuel Inventory

Inventory consists of two types of aviation fuel for sale to customers and is stated at cost, which is determined
on a first-in, first-out basis. The cost of inventory is recorded as an expense when sold or used.

F. Capital Assets

All capital assets are capitalized at cost (or estimated historical cost) and updated for the cost of additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the date
received. The Airport maintains a capitalization threshold of one hundred dollars.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. All reported capital assets except land and construction in progress are depreciated.
Depreciation in the enterprise fund is computed using the straight-line basis over the following estimated useful
lives:

Estimated Lives Description
25 - 40 years Buildings and Improvements
25 - 40 years Improvements other than Buildings
5-10 years Vehicles
3 - 20 years Furniture and Equipment
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G. Net Position

Net Position represents the difference between assets and deferred outflows of resources less liabilities and
deferred inflows of resources. Net investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowings used for the acquisition, construction or
improvement of those assets. Net position is reported as restricted when there are limitations imposed on their
use through external restrictions imposed by creditors, grantors or laws or regulations of other governments.
Net position restricted for debt service represents monies set aside for the repayment of debt.

The Airport applies restricted resources first when an expense is incurred for purposes for which both restricted
and unrestricted net position are available.

H. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from primary activities. For the Airport,
these revenues are charges for services, rentals, leases and miscellaneous reimbursements. Operating expenses
are necessary costs incurred to provide the goods or services that are the primary activity of the Airport.
Revenues and expenses which do not meet these definitions are reported as non-operating.

I. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results may differ from those estimates.

Note 3 — Change in Accounting Principles

For fiscal year 2014, the Airport has implemented Governmental Accounting Standards Board (GASB)
Statement No. 67, “Financial Reporting for Pension Plans”, Statement No. 69, “Government Combinations
and Disposals of Government Operations”, and Statement No. 70, “Accounting and Financial Reporting for
Nonexchange Financial Guarantees.”

GASB Statement No. 67 establishes standards for measuring and recognizing liabilities, deferred outflows and
inflows of resources, and expenses/expenditures. This Statement identifies the methods and assumptions that
should be used to project benefit payments, discount projected benefit payments to their actuarial present value,
and attribute that present value to periods of employee service. The implementation of GASB Statement No.
67 did not have an effect on the financial statements of the Airport.

GASB Statement No. 69 establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. The Statement requires the use of carrying values to
measure the assets and liabilities in a government merger. It also requires measurements of assets acquired and
liabilities assumed to be based upon their acquisition values. This Statement also provides guidance for
transfers of operations that do not constitute entire legally separate entities and in which no significant
consideration is exchanged. The Statement also provides accounting and financial reporting guidance for
disposals of government operations that have been transferred or sold. Disclosures about government
combinations and disposals of government operations are required to enable financial statement users to
evaluate the nature and financial effects of those transactions. The implementation of GASB Statement No.
69 did not have an effect on the financial statements of the Airport.
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GASB Statement No. 70 improves the recognition, measurement, and disclosure guidance for state and local
governments that have extended or received financial guarantees that are nonexchange transactions. The
implementation of GASB Statement No. 70 did not have an effect on the financial statements of the Airport.

Note 4 — Deposits and Investments

State statues classify monies held by the Airport into three categories.

Active monies are public deposits necessary to meet the demands on the treasury. Such monies must be
maintained either as cash by the Airport, in commercial accounts payable or withdrawable on demand,
including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Airport has identified as not required for use within the current
five year period of designation of depositories. Inactive deposits must either be evidenced by certificates of
deposit maturing not later than the end of the current period of designation of depositories, or by savings or
deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those which are not needed for immediate
use but which will be needed before the end of the current period of designation of depositories. Interim
deposits must be evidenced by time certificates of deposit maturing not more than one year from the date of
deposit or by savings or deposit accounts including passbook accounts.

Interim monies to be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the United
States Treasury or any other obligation guaranteed as to principal or interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing Association. All federal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above, provided that the market value of the
securities subject to the repurchase agreement must exceed the principal value of the agreement by at
least two percent and be marked to market daily, and that the term of the agreement must not exceed
thirty days;

4. Bonds and any other obligations of the State of Ohio;

5. No-load money market mutual funds consisting exclusively of obligations described in division (1) or
(2) of this section and repurchase agreements secured by such obligations, provided that investments
in securities described in this division are made only through eligible institutions;

6. The State Treasurer’s investment pool (STAROhi0).
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7. Certain bankers acceptances and commercial paper notes for a period not to exceed one hundred and
eighty days from the purchase date in any amount not to exceed twenty-five percent of the interim
monies available for investment at any one time; and

8. Under limited circumstances, corporate debt interests noted in either of the two highest rating
classifications by at least two nationally recognized rating agencies.

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short selling are
also prohibited. An investment must mature within five years from the date of purchase unless matched to a
specific obligation or debt of the Airport, and must be purchased with the expectation that it will be held to
maturity.

Investments may only be made through specified dealers and institutions. Payment for investments may be
made only upon delivery of the securities representing the investments to the Treasurer or, if the securities are
not represented by certificate, upon receipt of confirmation of transfer from the custodian.

According to State law, public depositories must give security for all public funds on deposit. These
institutions may either specifically collateralize individual accounts in lieu of amounts insured by FDIC, or
may pledge a pool of government securities valued at lease 105 percent of the total value of public monies on
deposit at the institution. Repurchase agreements must be secured by the specific government securities upon
which the repurchase agreements are based. These securities must be obligations of or guaranteed by the
United States and mature or be redeemable within 5 years of the date of the related repurchase agreement.
State law does not require security for public deposits and investments to be maintained in the Airport’s name.
During 2014, the Airport had no investments.

Deposits with Financial Institutions

Custodial credit risk is the risk that, in the event of bank failure, the Airport’s deposits may not be returned.
All deposits are collateralized with eligible securities in amounts equal to at least 105 percent of the carrying
value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single financial
institution collateral pools at Federal Reserve banks, or at member banks of the federal reserve system, in the
name of the respective depository bank and pledged as collateral against all of the public deposits it holds or
as specific collateral held at the Federal Reserve Bank in the name of the Airport.

At year-end, the carrying amount of the Airport’s deposits was $303,098, of which $4,900 was cash on hand.
Based on the criteria described in GASB Statement No. 40, “Deposits and Investment Risk Disclosures”, as of
December 31, 2014, $250,000 of the Airport’s bank balance of $320,554 was covered by the Federal Deposit
Insurance Corporation, meaning $70,554 was not.
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Note 5 — Operating Lease Agreements

In prior years, the Airport entered into four operating lease agreements for hangar improvements. The hangar
improvements were paid for by tenants in exchange for the free use of the hangars for an agreed upon number
of years. The terms of these agreements state that the assets will become property of the Airport at conclusion
of the agreement.

Two of these hangar have agreements expired and as a result, the assets reverted to the Airport and were
capitalized at their current fair market value. The Airport recognized a gain on expired lease transactions in
the amount of $85,190, which is the difference between the leases receivable being carried on the Airport’s
statement of net position and the fair market value of the assets acquired. This same accounting treatment will
be applied to the two remaining leases upon expiration.

Note 6 — Long-Term Obligations

During 2005, the Airport issued revenue bonds where the government income derived from the constructed
assets will be used to retire the debt. The interest rate on the revenue bonds is 4.125 percent and they are
scheduled to mature in 2035. Changes in the long-term obligations during 2014 were as follows:

Amount Amount Amount
Outstanding Outstanding Due In
1/1/2014 Additions Reductions 12/31/2014 One Year

Business-Type Activities
Revenue Bonds $1,173,700 $0 $89,700 $1,084,000 $35,200

The annual requirements to retire this debt are as follows:

2005 Revenue Bonds

Year Principal Interest Total
2015 $35,200 $47,025 $82,225
2016 36,600 45573 82,173
2017 38,200 44,063 82,263
2018 39,700 42,488 82,188
2019 41,300 40,850 82,150
2020-2024 233,800 177,217 411,017
2025-2029 286,100 124,868 410,968
2030-2034 350,200 60,787 410,987
2035 22,900 3,255 26,155
Total $1,084,000 $586,126 $1,670,126
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Note 7 - Defined Benefit Pension Plan

Ohio Public Employees Retirement System

Plan Description — The Airport participates in the Ohio Public Employees Retirement System (OPERS).
OPERS administers three separate pension plans. The traditional plan is a cost-sharing, multiple-employer
defined benefit pension plan. The member-directed plan is a defined contribution plan in which the member
invests both member and employer contributions (employer contributions vest over five years at 20 percent
per year). Under the member directed plan, members accumulate retirement assets equal to the value of the
member and (vested) employer contributions plus any investment earnings. The combined plan is a cost-
sharing, multiple-employer defined benefit pension plan. Under the combined plan, OPERS invests employer
contributions to provide a formula retirement benefit similar in nature to, but less than, the Traditional Pension
Plan benefit. Member contributions, the investment of which is self-directed by the member, accumulate
retirement assets in a manner similar to the member-directed plan.

OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments to
members of the traditional pension and combined plans. Members of the member directed plan do not quality
for ancillary benefits. Authority to establish and amend benefits is provided by Chapter 145 of the Ohio
Revised Code. OPERS issues a stand-alone financial report. Interested parties may obtain a copy by visiting
https.//www.opers.org/investments/cafr.shtml, by writing to OPERS, 277 East Town Street, Columbus, Ohio
43215-4642, or by calling (614) 222-5601 or (800) 222-7377.

Funding Policy — The Ohio Revised Code provides statutory authority for member and employer contributions.
For 2014, member and employer contribution rates were consistent across all three plans. While members in
the state and local divisions may participate in all three plans, law enforcement and public safety divisions
exist only within the Traditional Pension Plan. The 2014 member contribution rates were 10.0 percent of
earnable salary for members in state and local classifications.

The 2014 employer contribution rate for state and local employers was 14.0 percent of earnable salary.

The Airport’s required contributions for pension obligations to traditional and combined plans for the years
ended December 31, 2014, 2013 and 2012 were $13,677, $10,870 and $8,778, respectively. The full amount
has been contributed for 2013 and 2012, and 99 percent has been contributed for 2014 with the remainder
being presented as “intergovernmental payable” in the statement of net position. There were no contributions
to the member-directed plan for 2014.

In June 2012, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 68,
Accounting and Financial Reporting for Pensions. This accounting standard replaces GASB Statement No.
27, and is effective for employer fiscal years beginning after June 15, 2014. OPERS recommends employers
begin a dialog with their external auditors to determine the impact this standard will have on employer financial
statements.
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Note 8 - Postemployment Benefits

Ohio Public Employees Retirement System

Plan Description — Ohio Public Employees Retirement System (OPERS) administers three separate pension
plans. The traditional plan is a cost-sharing, multiple-employer defined benefit pension plan. The member-
directed plan is a defined contribution plan and the combined plan is a cost sharing, multiple employer defined
benefit pension plan that has elements of both a defined benefit and defined contribution plan.

OPERS maintains a cost-sharing multiple employer defined benefit post-employment healthcare plan, which
includes a medical plan, prescription drug program and Medicare Part B premium reimbursement, to qualifying
members of both the traditional pension and combined plans. Members of the member-directed plan do not
qualify for ancillary benefits, including post-employment health care coverage.

In order to qualify for post-employment health care coverage, age and service retirees under the traditional
pension and combined plans must have 10 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The health care
coverage provided by OPERS meets the definition of an Other Post Employment Benefit (OPEB) as described
in GASB Statement No. 45. OPERS’ eligibility requirements for post-employment health care coverage
changed for those retiring on and after January 1, 2015. Please see the Plan Statement in OPERS 2013 CAFR
for details.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio
Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy by visiting
https://www.opers.org/investments/cafr.shtml, writing to OPERS, 277 East Town Street, Columbus, Ohio
43215-4642 or calling (614) 222-5601 or (800) 222-7377.

Funding Policy — The Ohio Revised Code provides the statutory authority requiring public employers to fund
post retirement health care through their contributions to OPERS. A portion of each employer’s contribution
to OPERS is set aside for the funding of post retirement health care coverage.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In 2014,
state and local employers contributed at a rate of 14.0 percent of earnable salary. This is the maximum
employer contribution rate permitted by the Ohio Revised Code. Active members do not make contributions
to the OPEB plan.

OPERS’ post employment health care plan was established under, and is administered in accordance with,
Internal Revenue Code 401(h). Each year, the OPERS Board of Trustees determines the portion of the
employer contribution rate that will be set aside for funding of post employment health care. The portion of
employer contributions allocated to health care for members in the traditional plan and combined plan was 2.0
percent during calendar year 2014. Effective January 1, 2015, the portion of employer contributions allocated
to health care remains at 2.0 percent for both plans, as recommended by the OPERS Actuary. The OPERS
Board of Trustees is also authorized to establish rules for the retiree, or their surviving beneficiaries, to pay a
portion of the health care benefits provided. Payment amounts vary depending on the number of covered
dependents and the coverage selected.
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The Airport’s contributions allocated to fund post-employment health care benefits for the years ended
December 31, 2014, 2013, and 2012 were $1,954, $776 and $2,508 respectively; 99 percent has been
contributed for 2014 and 100 percent for 2013 and 2012.

Changes to the health care plan were adopted by the OPERS Board of Trustees on September 19, 2012, with
a transition plan commencing January 1, 2014. With the recent passage of pension legislation under SB 343
and the approved health care changes, OPERS expects to be able to consistently allocate 4 percent of the
employer contributions toward the health care fund after the end of the transition period.

Note 9 — Other Employee Benefits

A. Sick and Personal Absence Days

Full time employees are eligible for one paid personal absence day annually which can be used for personal
business. Employees are also eligible for five paid sick days, which can be used for illness or sickness.
Employment anniversary dates are used in establishing eligibility. The banked liability has no value for time
off or for payment of unused days upon termination. Therefore, there was no liability for accrued but unused
personal or sick days as of December 31, 2014.

B. Vacation
Full time employees are eligible for paid vacation time depending upon length of service. Vacation time may
not be carried over to the following year unless, prior written approval from the Board is granted. Eligible

employees will not be paid for any earned but unused vacation upon termination. Therefore, there was no
liability for accrued but unused vacation days as of December 31, 2014.

Note 10 - Risk Management

Commercial Insurance

The Airport has obtained commercial insurance for the following risks:
e Comprehensive property and general liability;
e Vehicles; and

e Errors and omissions.

Settled claims resulting from these risks have not exceeded commercial insurance coverage in any of the past
three years.
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Note 11 - Capital Assets

A summary of the Airport’s capital assets at December 31, 2014 follows:

Balance Balance
12/31/2013 Additions Deletions 12/31/2014

Capital Assets, not being depreciated:
Land $108,569 $0 $0 $108,569
Capital Assets, being depreciated:
Buildings and Improvements 1,907,845 0 0 1,907,845
Improvements other than Buildings 2,231,070 14,529 0 2,245,599
Vehicles 491,785 157,897 0 649,682
Furniture and Equipment 146,061 7,560 0 153,621
Total Capital Assets, being depreciated: 4,776,761 179,986 0 4,956,747
Less Accumulated Depreciation:

Buildings and Improvements (478,923) (50,892) 0 (529,815)

Improvements other than Buildings (629,573) (70,257) 0 (699,830)

Vehicles (383,659) (24,542) 0 (408,201)

Furniture and Equipment (67,189) (16,403) 0 (83,592)
Total Accumulated Depreciation (1,559,344) (162,094) 0 (1,721,438)
Total Capital Assets being depreciated, net 3,217,417 17,892 0 3,235,309
Total Capital Assets, Net $3,325,986 $17,892 $0 $3,343,878

Note 12 — Contingent Liability

The Airport receives financial assistance from federal and state agencies in the form of grants.

disbursement of funds received under these programs generally requires compliance with terms and conditions
specified in the grant agreements and are subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits may require refunding to grantor agencies. However, in the opinion of management,
any such disallowed claims will not have a material effect on the financial statements included herein or on

the overall financial position of the Airport as of December 31, 2014.

Note 13 — Contributions and Donations

The Airport receives significant contributions and donations which help it to operate. During 2014, the Airport

received $95,000 from the County and $629,030 from other donors.
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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

Northeast Ohio Regional Airport
Ashtabula County

2382 Airport Road

Jefferson, OH 44047

To the Board of Trustees:

We have audited, in accordance with the 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, the financial statements of the Northeast Ohio Regional
Airport (the “Airport”), as of and for the year ended December 31, 2014, and the related notes to the
financial statements, which collectively comprise the Airport’s basic financial statements, and have issued
our report thereon dated June 30, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Airport’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 opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Airport’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Airport’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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Airport’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.

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.

CANTER & ASSOCIATES

C’M L Assore—

Poland, Ohio
June 30, 2015
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