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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants
5240 East 98" Street
Garfield Hts., Ohio 44125

Member American Institute of Certified Public Accountants (216) 475 - 6136 Ohio Society of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Board of Directors The Honorable Dave Yost
Western Reserve Port Authority Auditor of State
State of Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and each major
fund of the Western Reserve Port Authority, Trumbull County, Ohio (the Port Authority), as of and for
the year ended December 31, 2013, and the related notes to the financial statements, which collectively
comprise the Port 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 the cash basis of accounting described in Note 2; this includes determining that the cash
basis of accounting is an acceptable basis for the preparation of the financial statements in the
circumstances. Management is also responsible for 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 Western Reserve
Port Authority, Ohio’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 Western Reserve Port Authority, Ohio’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.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the business-type activities and each major fund of the Western
Reserve Port Authority, Ohio, as of December 31, 2013, and the changes in the respective cash basis
financial position thereof for the year then ended in accordance with the basis of accounting described in
Note 2.

Accounting Basis

We draw attention to Note 2 of the financial statements, which describes the basis of accounting, which is
a basis of accounting other than accounting principles generally accepted in the United States of America.
Our opinion is not modified with respect to this matter.

Emphasis of Matter

As described in Notes 3 and 4 of the financial statements for 2013, the Port Authority had a change in
accounting fund structure, which resulted in a restatement of net position of governmental and business-
type activities and governmental fund balances as of December 31, 2012. Our opinion is not modified
with respect to this matter.

Other Matters
Supplemental and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Western Reserve Port Authority, Ohio’s basic financial statements. Management’s
Discussion and Analysis includes tables of Receipts, Disbursements, and Changes in Fund Net Position —
Cash Basis, Statement of Net Position — Cash Basis, and Statement of Activities — Cash Basis. The
Schedule of Passenger Facility Charges Collected and Expended is required by the Passenger Facility
Charge Audit Guide for Public Agencies, issued by the Federal Aviation Administration. These tables
and the Schedule of Passenger Facility Charges Collected and Expended provide additional analysis and
are not a required part of the basic financial statements.

These tables and the Schedule of Passenger Facility Charges Collected and Expended are management’s
responsibility and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements. We also applied certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, these tables and the Schedule of Passenger Facility Charges
Collected and Expended are fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

Other than the aforementioned procedures applied to the tables, we applied no procedures to any other
information in Management’s Discussion and Analysis, and we express no opinion or any other assurance
on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 19,
2014, on our consideration of the Western Reserve Port Authority, Ohio’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 Western
Reserve Port Authority, Ohio’s internal control over financial reporting and compliance.

Digitally signed by James G. Zupka, CPA,

James G. Zupka, ricer

7 DN: cn=James G. Zupka, CPA, President,

C P A P . d t o=James G. Zupka, CPA, Inc., ou=Accounting,
email=jgzcpa@sbcglobal.net, c=US
! reS I e n Date: 2015.01.07 21:29:57 -05'00'

James G. Zupka, CPA, Inc.
Certified Public Accountants

December 19, 2014
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

The Management’s Discussion and Analysis of the Western Reserve Port Authority (Port Authority)
financial performance provides an overall narrative review and analysis of the Port Authority’s financial
activities for the year ended December 31, 2013, within the limitations of the Port Authority’s cash-basis
of accounting. The intent of this Discussion and Analysis is to look at the Port Authority’s financial
performance as a whole; readers should also review the basic financial statements and notes to the basic
financial statements to enhance their understanding of the Port Authority’s financial performance.

The Port Authority has two major divisions: 1) an Economic Development Division (ED Division)
created to stimulate and support activities that enhance and promote transportation, economic
development, and governmental operations within Mahoning and Trumbull Counties and 2) an Aviation
Division created to operate and maintain the Youngstown-Warren Regional Airport (Airport).

Using the Basic Financial Statements

This annual report is presented in a format consistent with the presentation requirements of Governmental
Accounting Standards Board Statement No. 34, as applicable to the Port Authority’s cash-basis of
accounting.

Report Components

The Statement of Net Position and the Statement of Activities provide information about the cash activities
of the Port Authority as a whole.

Fund financial statements provide a greater level of detail. Funds are created and maintained on the
financial records of the Port Authority as a way to segregate money whose use is restricted to a particular
specified purpose. The Statement of Fund Net Position - Cash Basis and the Statement of Receipts,
Disbursements, and Changes in Fund Net Position — Cash Basis present financial information by fund.

The Notes to the Basic Financial Statements are an integral part of the government-wide and fund
financial statements and provide expanded explanation and detail regarding the information reported in
the statements.

Basis of Accounting

The basis of accounting is a set of guidelines that determine when financial events are recorded. The Port
Authority has elected to present its financial statements on a cash-basis of accounting. This basis of
accounting is a basis of accounting other than generally accepted accounting principles.

Under the Port Authority’s cash-basis of accounting, receipts and disbursements are recorded when cash
is received or paid. As a result of using the cash-basis of accounting, certain assets and their related
revenues (such as accounts receivable), certain liabilities and their related expenses (such as accounts
payable), and deferred inflows/outflows of resources are not recorded in the financial statements.
Therefore, when reviewing the financial information and discussion within this report, the reader must
keep in mind the limitations resulting from the use of the cash-basis of accounting.



WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

Change in Accounting Fund Structure

For 2013, the Port Authority implemented an accounting fund structure comprising of three business-type
proprietary funds (enterprise funds), the Port Authority Fund, the Aviation Fund, and the Economic
Development Fund. This structure replaces the former accounting fund structure that comprised of
governmental funds which included the General Fund, Airport Improvement Fund, Debt Service Fund,
Capital Projects Fund, as well as other non-major governmental funds, and a business-type proprietary
fund, the Economic Development Fund. The Port Authority has revenue streams that can be expended at
its discretion (no restrictions). The Port Authority Fund was created to account for these financial
resources as opposed to prior years where such resources were accounted for in the General Fund and
commingled with financial resources of the Airport for which all such resources are restricted by the FAA
and other regulatory agencies as to their use. In addition, Airport operations more closely follow a
business model than a government agency model.

The Aviation Fund was created to account for all Airport related resources as opposed to prior years
where such resources were accounted for in several governmental funds. The financial resources of the
Economic Development Division continue to be accounted for in the Economic Development Fund.

Financial Highlights

Key financial highlights for 2013 are as follows:

Net position of business-type activities at December 31, 2013 decreased $314,074, or 14 percent, a
moderate decrease from December 31, 2012. This was primarily the result of 1) the Port Authority
Fund realizing in 2013 an increase in cash and cash equivalents of $797,799, or 100 percent, from
2012 due primarily to an increase of $508,289 in 2013 over 2012 of subsidies provided by Mahoning
and Trumbull Counties, 2) the Aviation Fund realizing in 2013 a decrease in cash and cash equivalents
of $1,300,614, or 68 percent, from 2012 due primarily to $1,325,618 being expended from Airport
Development Revenue Bond proceeds available at January 1, 2013 for Airport capital
improvement/replacement/acquisition projects, and 3) the Economic Development Fund realizing in
2013 an increase in cash and cash equivalents of $188,741, or 55 percent, due primarily to an increase
of $440,500 in 2013 over 2012 of administrative fees which was offset by a decrease of $135,417 in
2013 under 2012 of contributions received from other governmental units and community
organizations and a decrease of $115,000 in 2013 under 2012 in repayment of debt issuances.

The Port Authority had total receipts of $4,352,919 (excluding Transfers In). Program specific
receipts accounted for $2,173,624, or 50 percent, of total receipts. General receipts accounted for
$2,179,295, or 50 percent, of total receipts. Program specific receipts for governmental activities are
primarily 1) charges for services (fees and charges for services, and rental and lease income), and 2)
intergovernmental receipts consisting of grants from other governmental units that must be used to
provide a specific service. These receipts represent respectively 69 percent and 31 percent of total
program specific receipts.  General receipts for governmental activities are primarily 1)
intergovernmental receipts consisting of subsidies from other governmental units that are used for
general operations, 2) proceeds from debt, and 3) miscellaneous receipts. These receipts represent
respectively 75 percent, 14 percent, and 11 percent of total general receipts.



WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

The Port Authority had total disbursements of $4,666,993 (excluding Transfers Out). Capital outlay
(Airport capital improvement/replacement/acquisition projects) represents 38 percent of total
disbursements of which 64 percent is funded by proceeds of Port Authority’s Airport Development
Revenue Bonds, 5 percent is funded by the Port Authority’s Airport Improvement Program Federal
Assistance Grants and related required matching funding, and 31 percent is funded from Airport
receipts. Personal services represent 19 percent of total disbursements and is comprised of payroll and
benefit related costs. Contractual services represent 18 percent of total disbursements of which 65
percent is comprised of costs of services, such as insurance, security, marketing, legal, and consulting,
that are provided by contracted third-parties and of which 35 percent is for engineering costs funded
primarily by the Port Authority’s Airport Improvement Program Federal Assistance Grants and by the
proceeds of the Port Authority’s Airport Development Revenue Bonds. Debt service represents 9
percent of total disbursements.

Reporting the Port Authority as a Whole

A reporting entity is comprised of the primary government, component units, and other organizations that
are included to ensure that the financial statements are not misleading. The primary government of the
Port Authority consists of all funds and departments that are not legally separate from the Port Authority.
The Port Authority has no component units and or other organizations whose activities are required to be
presented in the Port Authority’s financial statements.

The Statement of Net Position and the Statement of Activities reflect how the Port Authority did
financially during 2013, within the limitations of cash-basis of accounting.

The Statement of Net Position presents cash balances and investments of the Port Authority at year-end.
The Statement of Activities compares cash disbursements with program specific receipts for each
business-type activity. Program specific receipts include charges paid by the recipient of the program’s
goods or services, and grants and contributions restricted to meeting the operational or capital
requirements of a particular program. General receipts are all receipts not classified as program specific
receipts. The comparison of cash disbursements with program receipts identifies how each business-type
activity draws from the Port Authority’s general receipts.

These statements report the Port Authority’s cash position and the changes in cash position. Keeping in
mind the limitations of the cash-basis of accounting, you may think of these changes as one way to
measure the Port Authority’s financial health.

Over time, increases or decreases in the Port Authority’s cash position is one indicator of whether the Port
Authority’s financial health is improving or deteriorating. When evaluating the Port Authority’s financial
condition, you should also consider other non-financial factors as well such as the Port Authority’s
reliance on non-local financial resources for operations such as subsidies from other governmental units,
the condition of the Port Authority’s capital assets and infrastructure, the extent of the Port Authority’s
debt obligations, and the need for growth in the major local revenue sources such as property taxes.

Port Authority as a Whole

Table 1 provides a comparison of net position at December 31, 2013 and December 31, 2012 on a cash-
basis of accounting. For this comparison, 2012 amounts are reflected utilizing the accounting fund
structure the Port Authority implemented in 2013.



WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
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Table 1 - Statement of Net Position - Cash Basis
Port Aiuthority Fund Aviation Fund Economic Development Fund Total

2013 2012 2013 2012 2013 2012 2013 2012

Assets
Cash and Cash Equivalents $ 79779 § 0 $ 599411  $ 190005 $ 530315 % U1574 1921505  $ 2,241,599

Net Position
Restricted for:
Capital Outlay $ 0 3 0 3 N4 8 1144473 $ 0 s 0 s 421 $ 1,144,473
Debt Service 0 0 182,906 182,301 0 0 182,906 182,301
Other Purposes 0 0 2,250 2,150 0 0 2,250 2,150
Unrestricted 797,799 0 41,828 571,011 530,315 341,574 1,369,942 912,585
Total Net Position $ 79779 § 09 509411 $ 1900025 530315 $ 1574 § 192755 $ 2,241,599

Over time, net position can serve as a useful indicator of a government’s financial position. The Port
Authority’s total unrestricted net position was $1,369,942 at December 31, 2013 as compared to $912,585
at December 31, 2012, a significant increase of $457,357, or 50 percent. Unrestricted net position serves
as a useful measure of the Port Authority’s net resources available for spending at year-end. This increase
portrays a significantly stronger cash position for the Port Authority at December 31, 2013 than at
December 31, 2012.

Table 2 on the following page provides a comparison of changes in net position for 2013 and 2012 on a
cash-basis of accounting. For this comparison, 2012 amounts are reflected utilizing the accounting fund
structure the Port Authority implemented in 2013.
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Table 2 - Statement of Activities - Cash Basis

Port Authority Fund Aviation Fund Economic Development Fund Total
2013 2012 2013 2012 2013 2012 2013 2012
Receipts
Program Specific Receipts
Charges for Services $ 2911 $ 4047 $ 1038316 $ 790098 $ 448500 $ 8000 $ 1489727 % 802,145
Operating Grants and Contributions 0 0 62,134 0 0 0 62,134 0
Capital Grants and Contributions 0 0 621,763 990,066 0 0 621,763 990,066
Total Program Specific Receipts 2,911 4,047 1,722,213 1,780,164 4438 500 8,000 2,173,624 1,792,211
General Receipts
Grants and Entitlements not
Restricted to Specific Programs 1,544,710 1,036,421 0 0 100,000 235,417 1,644,710 1,271,838
Investment Earnings 0 0 2,330 1,604 996 461 3326 2,065
Proceeds from Debt 0 0 300,000 1,545,000 0 0 300,000 1,545,000
Repayment of Debt Issuance 0 0 0 0 0 115,000 0 115,000
Other Receipts 101 0 106,158 255415 125,000 6,023 231,259 261,438
Transfers In 0 0 715,851 1,040,468 0 0 715,851 1,040,468
Total General Receipts 1,544,811 1,036,421 1,124,339 2,842,487 225,996 356,901 2,895,146 4,235,809
Total Receipts 1,547,722 1,040,468 2,846,552 4,622,651 674,496 364,901 5,068,770 6,028,020
Disbursements
Personal Services 0 0 639,670 569,460 260,431 263,970 900,101 833,430
Materials and Supplies 0 0 197,037 117,013 7,943 3,408 204,980 120,421
Contractual Services 1,908 0 787,402 1,165,834 63,369 63,502 852,679 1,229,336
Conferences and Travel 0 0 26,173 20,203 13,360 3,941 39,533 24,144
Utilities 0 0 194,210 210,116 1,147 1,502 195,357 211,618
Repair and Maintenance 0 0 75,070 77,281 0 0 75,070 77,281
Capital Outlay 32,164 0 1,754,653 4,165,418 0 0 1,786,817 4,165,418
Facility Leases 0 0 0 0 1,490 1,625 1,490 1,625
Debt Service 0 0 438,849 325,151 0 0 438,849 325,151
Other Disbursements 0 0 34,102 76,600 138,015 30,536 172,117 107,136
Transfers Out 715,851 1,040,468 0 0 0 0 715,851 1,040,468
Total Dishursements 749,923 1,040,468 4,147,166 6,727,076 485,755 368,484 5,382,844 8,136,028
Increase/(Decrease) in Net Position 797,799 0 (1,300,614) (2,104,425) 188,741 (3583) (314,074) (2,108,008)
Net Position, Restated - January 1, 2013 0 0 1,900,025 4,004,450 341,574 345,157 2,241,599 4,349,607
Net Position - December 31,2013 $ 79779 % 0§ 599411 $ 1900025 ~$§ 530315 $ 341574 $ 1927525 $ 2,241,599

Program specific receipts represent 50 percent of total receipts (excluding Transfers In) of which 69
percent is comprised of charges for services (fees and charges for services, and rental and lease income)
and 31 percent is comprised of intergovernmental receipts consisting of restricted grants from other
governmental units that must be used to provide a specific service.

General receipts represent 50 percent of total receipts (excluding Transfers In) of which 75 percent is
comprised of intergovernmental receipts consisting of subsidies from other governmental units that are
used for general operations and 14 percent is comprised of proceeds from debt issued for capital projects
with the remaining 11 percent being comprised of earnings on investments and other revenues.
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The Net Cost of Services of $2,493,369 represents total disbursements (excluding Transfers Out) of
$4,666,993 less program specific receipts of $2,173,624. The Net Cost of Services represents the costs of
the services, which ends up being paid from general receipts (subsidies provided by Mahoning and
Trumbull Counties, investment earnings, debt issuances, and miscellaneous receipts) and from fund
balances available at January 1. Therefore, dependence upon general receipts is apparent as 47 percent of
total disbursements were supported through general receipts and 7 percent from fund balances available at
January 1. However, an indicator of whether the Port Authority’s financial health is improving or
deteriorating is its reliance on general receipts and from fund balances available at January 1.

In 2012, 60 percent of total disbursements were supported through general receipts and 30 percent from
fund balances available at January 1. This decrease in 2013 from 2012 in reliance on general receipts and
from net position available at January 1 suggests improvement in the Port Authority’s financial condition.

Capital Assets and Debt Administration

Capital Assets

The Port Authority does not currently maintain tracking of its capital assets and infrastructure although
Management anticipates acquiring software to begin this performance in 2015. However, the Port
Authority does maintain an Airport Capital Improvement Plan and a 10-Year Master Plan that
collectively are the primary planning tools for systematically identifying, prioritizing, and estimating
costs for critical development and associated capital needs of the Airport. In addition, the Airport Capital
Improvement Plan presents the Airport’s warranted and eligible capital assets and infrastructure needs as
identified by the Airport’s Sponsors, State of Ohio Aviation Officials, and the Federal Aviation
Administration (FAA) and is contained in the FAA’s National Plan of Integrated Airport Systems. The
10-Year Master Plan is available for viewing on the Port Authority’s Website at www.yngairport.com.

Capital Lease Obligations

The Port Authority financed the acquisition of a copier in 2013 through a leasing arrangement. This
leasing arrangement meets the criteria of a capital lease as defined by GASB Statement No. 62,
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1987
FASB and AICPA Pronouncements, which defines a capital lease as one that transfers benefits and risks
of ownership to the lessee. Future payments collectively to satisfy this capital lease obligation are $7,154
due in 2014 through 2017.

Debt Administration

The Port Authority’s outstanding debt at December 31, 2013 for capital projects is $7,134,396,
$5,199,076 principal and $1,935,320 interest, consisting of 1) $3,415,000 of principal remaining for 20-
year Airport Development Revenue Bonds with various interest rates from 2.125 percent to 4.625 percent
issued in December 2011 to provide financial resources for the construction and/or improvement of Port
Authority Airport facilities. Amounts needed to service this debt, including interest and fiscal charges,
approximately 55 percent will be derived from Passenger Facility Charges that are assessed to each
enplaning commercial airline passenger as approved by the Federal Aviation Administration and
approximately 45 percent will be derived from revenues (fees, charges, and rents) generated from
facilities of which the construction and/or improvement thereof were financed by the proceeds of the
Bonds; 2) $447,878 of principal remaining for a 10-year Development Revenue Bond, 2.84 percent,
issued in 2012 to provide financial resources for the construction of a 14-unit T-Hangar. Amounts needed
to service this debt, including interest and fiscal charges, will be derived from rent generated from the T-
Hangar; 3) $1,037,114 of principal remaining for a 10-year Development Revenue Bond, 2.60 percent,
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issued in 2012 to provide financial resources for the acquisition of an air cargo building. Amounts needed
to service this debt, including interest and fiscal charges, will be derived from rent generated from the air
cargo building; and 4) $299,084 of principal remaining for a 10-year Development Revenue Bond, 2.97
percent, issued in 2013 to provide financial resources for the construction of a 14-unit wheeled-vehicle
maintenance building. Amounts needed to service this debt, including interest and fiscal charges, will be
derived from rent generated from the wheeled-vehicle maintenance building.

The Port Authority’s outstanding debt (principal and interest) at December 31, 2013 for conduit debt
arrangements is $53,789,300, $5,535,557 in capital lease payments due to the Director of the Ohio
Department of Development as related to the Timken Latrobe Steel Distribution Project, $2,204,445 in
loan payments due to the Director of the Ohio Department of Development as related to the EXAL
Corporation Project, $1,022,944 in loan payments due to the Summit County Port Authority as related to
the EXAL Corporation Project, and $45,026,354 in loan payments due as related to the Central Waste,
Inc. Project. However, debt service obligations for the Timken, EXAL, and Central Waste, Inc. Projects
are made directly from these companies to the trustees of such debt obligations and do not pass-through
the Port Authority. In addition, in 2013 the Port Authority authorized the issuance of a maximum
aggregate of $60,000,000 in taxable revenue bonds to assist Penn National Gaming, Inc. relocate its
Beulah Park racetrack operations to the Mahoning Valley. However, debt service requirements and
facility lease payments needed to service such debt will not be determined until bonds are issued for
construction purposes, which is scheduled to begin February 2014.

Fund Budgeting

The Port Authority’s annual budget is prepared according to Ohio law and is based upon accounting for
certain transactions on a basis of cash receipts, cash disbursements, and encumbrances (budgetary basis of
accounting). The budget presents the Port Authority’s estimated resources and appropriations for its
funds for the current year, and includes outstanding encumbrances appropriated from prior years.

Estimated resources in the budget include estimates of cash to be received (budgeted receipts) plus
unencumbered cash as of January 1. Estimated resources establish a limit on the amount the Board of
Directors may appropriate. Estimated resources may be adjusted during the year if the Board of Directors
projects increases or decreases in receipts.

Appropriations in the budget are the Port Authority’s authorization to spend resources and set limits on
expenditures plus encumbrances at the level of control selected by the Board of Directors. The legal level
of control has been established by the Board of Directors at the function level for its funds. Any
budgetary modifications at this level may only be made by resolution of the Board of Directors. The
Board of Directors may amend appropriations throughout the year with the restriction that appropriations
may not exceed estimated resources.
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Current Issues

Aviation Division

Concurrent with the appointment of the Executive Director of Aviation in 2010 and recognizing that the
Airport is underutilized, yet its non-terminal facilities are at occupancy capacity, the Port Authority
formulated and began implementing aggressively the following three initiatives:

Commercial Air Service Development Initiative of which the goals and objectives are to attract
additional leisure air service and daily regional business service to and from connecting hub airports.
For the leisure and vacation traveling community, Republic Airways, DBA Frontier Airlines, began
charter “junket” service in February 2013 to such destinations as Atlantic City, NJ, Tunica, MS, and
New Orleans, LA. In addition, the Airport is receiving consideration from Allegiant Air for future
flights to such destinations as Fort Lauderdale, FL, New York, NY, and to Las Vegas, NV, potentially
as early as the second quarter of 2015. For the business traveling community, the Airport has met with
several airlines interested in servicing the Airport to and from such connecting hub airports as
Washington-Dulles, Detroit-Metro, and Chicago O’Hare, potentially as early as the second quarter of
2015. In August 2012, the Department of Transportation awarded the Port Authority a $780,000
Small Community Air Service Development Program Grant to reestablish regularly scheduled
commercial air service at the Airport to a hub of a major U.S. airline in the East, Midwest, or
Southeast U.S.. This grant, in combination with an additional $420,000 in local cash contributions and

$480,000 of in-kind services, will be used to develop an airline revenue guarantee program to support

the first 12 months of such air service by mitigating the initial business risk that a carrier will face in
entering a new market.

Corporate, General Aviation, and Other Aeronautical Development Initiative of which the goals and
objectives are to satisfy present and anticipated demand for aeronautical facilities.  Airport
Management formulated a Plan for Development that, resultant of a multiphase process, identifies
such demand and depicts proposed layouts of buildings, access, utilities, other necessary
improvements, and a general use of land to accomplish the demand for the same. The first Project of
the Plan for Development is the construction of the East Side Development Project, a designed /
planned aircraft hangar and service facility development, for which the $1.7 mil Phase | of the Project
was completed in 2012 and included the construction of the first of threel4-unit T-Hangars and for
which the $1.6 mil Phase Il of the Project was completed in 2014 and included the construction of the
second of threel4-unit T-Hangars. In 2013, the Port Authority was awarded a $110,000 Appalachian
Regional Commission Grant to replace the Airport Terminal sanitary sewer line and to provide the
same service to the East Site Development Project. Design and engineering for the South Side
Development Project, a planned aircraft hangar and service facility development, was initiated in 2014
as well.

Air Cargo Development Initiative of which the goals and objectives are to establish domestic, national,
and international air cargo and freight forwarding services at the Airport by implementing a
cooperative strategy, that includes the Airport as a regional air cargo facility, with regional freight
forwarders, shippers, consignees, and air cargo airlines that currently ship significant cargo to / from
the area via other airports, that will result in shipping cargo more efficiently and at a lower cost. In
2012, the Port Authority acquired an existing air cargo building located on the Airport’s Air Cargo
Apron that will provide space to potential cargo facilitators.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

Economic Development Division

Through 2012, the Port Authority obtained conduit debt financing in excess of $92,000,000 for economic
development projects within Mahoning and Trumbull Counties. In 2013, the Port Authority authorized
the issuance of a maximum aggregate of $60,000,000 in taxable revenue bonds to assist Penn National
Gaming, Inc. relocate its Beulah Park racetrack operations to the Mahoning Valley. The Project consists
of the construction, equipping, and furnishing of thoroughbred racetrack and video lottery terminal
facilities (to be known as Hollywood Gaming at Mahoning Valley Race Course).

As 2013 was only the ED Division’s fourth full-year of operations, the undertaking of other projects such
as 1) assisting V&M Star with its $650 million pipe mill construction project by purchasing the former
Indalex property in Girard and leasing it to V&M for storage of construction materials during
construction, 2) working with Trumbull County to become the lead agency in a countywide
redevelopment plan to identify brownfield sites, and seeking state and federal funding for cleanup
initiatives, and 3) spearheading a feasibility study to quantify how many business that could benefit from
an intermodal facility located in the community, provide testimony to the ED Division’s abilities and
value to the community. Also in 2013, the Port Authority was awarded a $600,000 U.S. Environmental
Protection Agency Grant to assist with its brownfield sites initiative.

Contacting the Port Authority’s Management

This financial report is designed to provide our users, citizens, taxpayers, creditors, and all other
interested parties with a general overview of the Port Authority’s finances and to reflect the Port
Authority’s accountability for the monies it receives. Questions concerning any of the information in this
report or requests for additional information should be directed to Ron Klingle, Chairman of the Board of
Directors, Western Reserve Port Authority, Youngstown-Warren Regional Airport, 1453 Youngstown-
Kingsville Road, NE, Vienna, Ohio, 44473.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
STATEMENT OF NET POSITION — CASH BASIS
DECEMBER 31, 2013

Business-type

Activities

Assets
Equity in Pooled Cash and Cash Equivalents $ 1,927,525
Net Position
Restricted for:

Capital Outlay $ 372427

Debt Service 182,906

Other Purposes 2,250
Unrestricted 1,369,942
Total Net Position $ 1,927,525

See accompanying notes to the basic financial statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
STATEMENT OF ACTIVITIES - CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2013

Program Cash Receipts

Net Receipts
(Disbursements)

Operating Capital and Changes
Cash Charges Grants and Grants and in Net Position
Disbursements for Services Contributions  Contributions Total
Business-Type Activities
Port Authority $ 34,072 $ 2,911 $ 0 $ 0 $ (31,161)
Aviation 4,147,166 1,038,316 62,134 621,763 (2,424,953)
Economic Development 485,755 448,500 0 0 (37,255)
Total Business-Type Activities $ 4,666,993 $ 1,489,727 $ 62,134 $ 621,763 (2,493,369)
General Receipts
Grants and Entitlements Not
Restricted to Specific Programs 1,644,710
Investment Earnings 3,326
Proceeds from Debt 300,000
Miscellaneous Receipts 231,259
Total General Receipts 2,179,295
Changes in Net Position (314,074)
Net Position, Restated -
January 1, 2013 2,241,599
Net Position-December 31,2013 $ 1,927,525

See accompanying notes to the basic financial statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
STATEMENT OF FUND NET POSITION — CASH BASIS
PROPRIETARY FUNDS
DECEMBER 31, 2013

Port Economic Total
Authority Aviation  Development Enterprise
Fund Fund Fund Funds

Assets
Equity in Pooled Cash and Cash Equivalents $ 797,799 $ 599,411 $ 530315 $ 1,927,525

Net Position
Restricted for:
Capital Outlay $ 0 $ 372,427 $ 0 $ 372,427
Debt Service 0 182,906 0 182,906
Other Purposes 0 2,250 0 2,250
Unrestricted 797,799 41,828 530,315 1,369,942
Total Net Position $ 797,799 $ 599,411 $ 530,315 $ 1,927,525

See accompanying notes to the basic financial statements.
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WESTERN RESERVE PORT AUTHORITY

TRUMBULL COUNTY, OHIO
STATEMENT OF RECEIPTS, DISBURSEMENTS,
AND CHANGES IN FUND NET POSITION — CASH BASIS
PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2013

Operating Cash Receipts
Fees and Charges for Services
Rental/Lease Income

Total Operating Cash Receipts

Operating Cash Disbursements
Personal Services
Materials and Supplies
Contractual Services
Conferences and Travel
Utilities
Repairs and Maintenance
Capital Outlay
Facility Leases
Debt Services
Other Cash Disbursements
Total Operating Cash Disbursements
Operating Income (Loss)

Non-Operating Cash Receipts
Intergovernmental Receipts
Earnings on Investments

Other Cash Receipts

Proceeds from Debt

Total Non-Operating Cash Receipts

Transfers In
Transfers Out
Change in Net Position

Net Position, Restated - January 1, 2013

Net Position - December 31,2013

Port Economic Total
Authority Aviation Development Enterprise
Fund Fund Fund Funds
$ 2911 $ 548302 $ 443500 $ 994,713
0 490,014 5,000 495,014
2,911 1,038,316 448,500 1,489,727
0 639,670 260,431 900,101
0 197,037 7,943 204,980
1,908 787,402 63,369 852,679
0 26,173 13,360 39,533
0 194,210 1,147 195,357
0 75,070 0 75,070
32,164 1,754,653 0 1,786,817
0 0 1,490 1,490
0 438,849 0 438,849
0 34,102 138,015 172,117
34,072 4,147,166 485,755 4,666,993
(31,161) (3,108,850) (37,255) (3,177,266)
1,544,710 683,897 100,000 2,328,607
0 2,330 996 3,326
101 106,158 125,000 231,259
0 300,000 0 300,000
1,544,811 1,092,385 225,996 2,863,192
0 715,851 0 715,851
(715,851) 0 0 (715,851)
797,799 (1,300,614) 188,741 (314,074)
0 1,900,025 341,574 2,241,599
$ 797,799 $ 599411 % 530,315 $ 1,927,525

See accompanying notes to the basic financial statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

NOTE 1: DESCRIPTION OF THE WESTERN RESERVE PORT AUTHORITY AND
REPORTING ENTITY

Western Reserve Port Authority (the Port Authority) is a body corporate and politic created
under the provisions of Revised Code Section 4582.202, and established to exercise the rights
and privileges conveyed to it by the constitution and laws of the State of Ohio. The Port
Authority operates under the direction of an appointed eight member Board of Directors
established under the provisions of Revised Code Section 4582.27. The Mahoning County
and Trumbull County Boards of County Commissioners each appoint four Directors. The
purpose of the Port Authority is to stimulate and support activities that enhance, foster, aid,
provide, or promote transportation, economic development, housing, recreation, education,
governmental operations, culture, or research within Mahoning and Trumbull Counties, or
other activities authorized by Sections 13 and 16 of Article VIII, Ohio Constitution. An
appointed Executive Director is responsible for overseeing the overall operation of the Port
Authority. An appointed Senior Manager of Economic Development is responsible for the
operation of the Port Authority’s Economic Development Division. The Port Authority is
also responsible for the safe and efficient operation and maintenance of the Youngstown-
Warren Regional Airport (the Airport). An appointed Director of Aviation is responsible for
the operation of the Port Authority’s Aviation Division.

Reporting Entity

The Port Authority follows the provisions of Governmental Accounting Standards Board
(GASB) Statement No. 14, The Financial Reporting Entity 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 and No. 34 regarding the definition of its financial reporting entity. A
reporting entity is comprised of the primary government, component units, and other
organizations that are included to ensure that the financial statements are not misleading. The
primary government of the Port Authority consists of all funds and departments that are not
legally separate from the Port Authority.

Component units are legally separate organizations for which the Port Authority is financially
accountable. The Port Authority is financially accountable for an organization if the Port
Authority appoints a voting majority of the organization’s governing board and 1) the Port
Authority is able to significantly influence the programs or services performed or provided by
the organization; 2) the Port Authority is legally entitled to or can otherwise access the
organization’s resources; 3) the Port Authority is legally obligated or has otherwise assumed
the responsibility to finance the deficits of or provide financial support to the organization; or
4) the Port Authority is obligated for the debt of the organization. Component units may also
include organizations for which the Port Authority approves the budget, the issuance of debt,
or the levying of taxes. The Port Authority has no component units and or other
organizations whose activities are required to be presented in the Port Authority’s financial
statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

As discussed further in Note 2(C), these financial statements are presented on a cash-basis of
accounting. The cash-basis of accounting differs from accounting principles generally
accepted in the United States of America (GAAP) as applied to local governmental units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial principles. Generally Accepted
Accounting Principles (GAAP) include all relevant (GASB) pronouncements, which have
been applied to the extent they are applicable to the cash-basis of accounting.

A. Basis of Presentation

The Port Authority’s basic financial statements consist of government-wide statements,
including a Statement of Net Position, a Statement of Activities, and fund financial
statements providing a more detailed level of financial information.

Government-Wide Financial Statements  The Statement of Net Position and the
Statement of Activities display information about the Port Authority as a whole. The
government-wide statement of net position presents the cash balances of the business-
type activities of the Port Authority at year-end.

The government-wide statement of activities presents a comparison between direct
disbursements with program receipts for each function or program of the Port Authority’s
business-type activities. Direct disbursements are reported by function. A function is a
group of related activities designed to accomplish a major service or regulatory program
for which the government is responsible.

Program receipts include charges paid by the recipient of the program’s goods or services
and grants and contributions restricted to meeting the operational or capital requirements
of a particular program. General receipts are all receipts not classified as program
receipts, with certain limited exceptions. The comparison of direct disbursements with
program receipts identifies the extent to which each business segment or government
function is self-financing on a cash basis or draws from the Port Authority’s general
receipts.

Fund Financial Statements During the year, the Port Authority segregates transactions
related to certain Port Authority functions or activities in separate funds in order to aid
financial management and to demonstrate legal compliance. Fund financial statements
are designed to present financial information of the Port Authority at this more detailed
level. The focus of proprietary fund financial statements is on major funds. The Port
Authority maintains three funds; each is a major fund and is presented in a separate
column.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Basis of Presentation (Continued)

Proprietary fund financial statements distinguish operating transactions from non-
operating transactions. Operating receipts generally result from exchange transactions
such as charges for services directly relating to the fund’s principal services. Operating
disbursements generally include costs of sales and services and administrative costs. The
proprietary fund financial statements report all other receipts and all other disbursements
as non-operating.

Fund Accounting

The Port Authority uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with a self-balancing set of accounts. The Port
Authority maintains three funds, all of which are classified as proprietary.

Proprietary Funds A fund financed primarily from user charges for goods or services is
classified as proprietary. The following are the Port Authority’s proprietary funds that
are classified as enterprise funds:

Port Authority Fund The Port Authority Fund accounts for all financial resources
except those required to be accounted for in another fund. This Fund’s fund balance
is available to the Port Authority for any purpose provided it is expended or
transferred according to the general laws of Ohio.

Aviation Fund The Aviation Fund accounts for all financial resources of the Port
Authority’s Aviation Division that operates the Youngstown-Warren Regional
Airport. This Fund’s receipts include fees and charges for services, rental and lease
income, operating and capital improvement financial assistance grants, and proceeds
from the issuance of debt. These receipts are only to be expended for operation of
the Airport and maintenance, acquisition, construction, and/or improvement of its
facilities.

Economic Development Fund The Economic Development Fund accounts for all
financial resources of the Port Authority’s Economic Development Division. This
Fund’s receipts include administrative fees for administrating and/or financing
economic development projects, contributions received from other governmental
units and community organizations for advancing economic development, and from
financial assistance grants for furthering the Port Authority’s economic development
initiatives.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basis of Accounting

The Port Authority’s financial statements are prepared using the cash-basis of accounting.
Except for modifications having substantial support, receipts are recorded in the Port
Authority’s financial records and reported in the financial statements when cash is
received rather than when earned and disbursements are recorded in the Port Authority’s
financial records and reported in the financial statements when cash is paid rather than
when a liability is incurred. Any such modifications made by the Port Authority are
described in the appropriate section in the notes.

As a result of the use of this cash-basis of accounting, certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet
collected) and certain liabilities and their related expenses (such as accounts payable and
expenses for goods or services received but not yet paid, and accrued expenses and
liabilities) and deferred inflows/outflows of resources are not recorded in these financial
statements.

. Cash and Cash Equivalents

To improve cash management, cash received by the Port Authority is pooled. Monies for
all funds are maintained in this pool. Individual fund integrity is maintained through Port
Authority records. Each fund’s interest in this pool is valued at cost and is presented in
the statement of net position as “equity in pooled cash and cash equivalents”.

The Port Authority maintained the cash balances of its funds in interest and non-interest
bearing checking accounts. Interest earned from these accounts during 2013 amounted to
$3,326 of which $2,330 was credited to the Aviation Fund and $996 to the Economic
Development Fund. A non-interest bearing checking account is maintained due to
regulations prohibiting the Port Authority from earning interest on available cash
balances received from several of its federal financial assistance grants.

An analysis of the Port Authority’s equity in pooled cash at December 31, 2013 is
provided in Note 5.

. Prepaid Items

On the cash-basis of accounting, payments made to vendors for services that will benefit
periods beyond December 31, 2013 are reported as disbursements when paid. These
items are not reflected as assets in the accompanying financial statements.

Inventory
On the cash-basis of accounting, inventories of fuel, oil, and supplies are reported as

disbursements when purchased. These items are not reflected as assets in the
accompanying financial statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

G. Capital Assets

H.

On the cash-basis of accounting, acquisitions of property, plant, and equipment are
reported as disbursements when purchased. These items are not reflected as assets in the
accompanying financial statements.

Long-Term Obligations

On the cash-basis of accounting, proceeds from long-term debt are reported when cash is
received and the subsequent debt service principal and interest payments are reported
when paid. These long-term debt obligations are not reflected as liabilities in the
accompanying financial statements. In addition, on the cash-basis of accounting,
payments for other long-term obligations such as capital leases are reported when paid.
These long-term obligations are not reflected as liabilities in the accompanying financial
statements.

Accumulated Leave Time

In certain circumstances, such as separation of employment or retirement, employees are
entitled to cash payment for unused leave time. On the cash-basis of accounting, unpaid
leave time is not reflected as a liability in the accompanying financial statements.

Net Position Restrictions

Net position is reported as restricted when there are limitations imposed on its use either
through constitutional provisions, enabling legislation (adopted by the Port Authority), or
through external restrictions imposed by creditors, grantors, or laws or regulations of
other governments. The government-wide statement of net position reports $557,583 of
net position restricted for business-type activities, $214,462 that is restricted by
agreements with the Federal Aviation Administration permitting the collection and
expending of Passenger Facility Charges, $265,520 that is restricted by the covenants of
the Port Authority’s Development Revenue Bonds, Series 2011, ($82,614 for
construction and/or improvement of Port Authority Airport facilities and $182,906 for
debt service requirements), $75,351 that is restricted by the covenants of other Port
Authority’s Development Revenue Bonds, and $2,250 that is restricted by deposit
agreements with current and prospective t-hangar tenants.

The Port Authority first applies restricted resources when incurring an expense for which
it may use either restricted or unrestricted resources.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 2:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K.

Interfund Activity

Non-exchange flows of cash from one fund to another are reported in the financial
statements as interfund transfers. The Port Authority may make interfund transfers from
its Port Authority Fund to its other Funds to contribute financial resources to support the
operations accounted for by those Funds. In 2013, the Port Authority transferred
$715,851 from the Port Authority Fund into the Aviation Fund. Interfund transfers are
reflected as non-operating receipts/disbursements in the accompanying financial
statements.

L. Budgetary Process

The Ohio Revised Code requires the Board of Directors to annually prepare a budget for
the Port Authority. The Port Authority’s annual budget, which is prepared on the
budgetary basis of accounting, presents the Port Authority’s estimated resources and
appropriations for its funds for the current year, and includes outstanding encumbrances
appropriated from prior years.

Estimated resources in the budget include estimates of cash to be received (budgeted
receipts) plus unencumbered cash as of January 1. Estimated resources establish a limit
on the amount the Board of Directors may appropriate. Estimated resources may be
adjusted during the year if the Board of Directors projects increases or decreases in
receipts.

Appropriations in the budget are the Port Authority’s authorization to spend resources
and set limits on expenditures plus encumbrances at the level of control selected by the
Board of Directors. The legal level of control has been established by the Board of
Directors at the function level for its funds. Any budgetary modifications at this level
may only be made by resolution of the Board of Directors. The Board of Directors may
amend appropriations throughout the year with the restriction that appropriations may not
exceed estimated resources.

. Accounting of Conduit Debt Activity

As discussed in Notes 8, 9, 10, and 11, the Port Authority issued debt to provide financial
resources for the Timken Latrobe Steel Distribution Project, the EXAL Corporation
Project, the Central Waste, Inc. Project, and the Beulah Park Gaming Ventures, Inc.
Project, that allowed these companies to establish and/or retain and expand their local
operations. Debt service payments required to satisfy all obligations are made directly
from these companies to respective trustees. Since these payments do not flow-through
the Port Authority and since these payments do not have an effect on the fund
balances/net position of the Port Authority, such debt service activity is not reflected in
the financial statements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 3:

NOTE 4:

CHANGE IN ACCOUNTING FUND STRUCTURE

For 2013, the Port Authority implemented an accounting fund structure comprising of the
three current business-type proprietary funds (enterprise funds) replacing the former
accounting fund structure that comprised of governmental funds which included the General
Fund, Airport Improvement Fund, Debt Service Fund, Capital Projects Fund, as well as other
non-major governmental funds, and a business-type proprietary fund, the Economic
Development Fund.

The Port Authority has revenue streams that can be expended at its discretion (no
restrictions). The Port Authority Fund was created to account for these financial resources as
opposed to prior years where such resources were accounted for in the General Fund and
commingled with financial resources of the Airport for which all such resources are restricted
by the FAA and other regulatory agencies as to their use.

In addition, Airport operations more closely follow a business model than a government
agency model. Therefore, the Aviation Fund was created to account for these resources as
opposed to prior years where such resources were accounted for in several governmental
funds.

The financial resources of the Economic Development Division continue to be accounted for
in the Economic Development Fund.

CHANGE IN ACCOUNTING PRINCIPLES AND PRIOR PERIOD ADJUSTMENTS

Change in Accounting Principles

For 2013, the Port Authority implemented GASB Statement No. 61, The Financial Reporting
Entity: Omnibus an Amendment of GASB Statements No. 14 and No. 34, GASB Statement
No. 65, Items Previously Reported as Assets and Liabilities, and GASB Statement No. 66,
Technical Corrections - 2012 — an Amendment of GASB Statements No. 10 and No. 62.

GASB Statement No. 61 modifies certain requirements for inclusion of component units in
the financial reporting entity. The Statement amends the criteria for reporting component
units as if they were part of the primary government in certain circumstances. Finally, the
Statement also clarifies the reporting of equity interests in legally separate organizations.

GASB Statement No. 65 establishes accounting and financial reporting standards that
reclassify, as deferred outflows of resources or deferred inflows of resources, certain items
that were previously reported as assets and liabilities and recognizes, as outflows of resources
or inflows of resources, certain items that were previously reported as assets and liabilities.

GASB Statement No. 66 improves accounting and financial reporting by resolving
conflicting guidance that resulted from the issuance of two pronouncements; GASB
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions and
GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance
contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 4:

NOTE 5:

CHANGE IN ACCOUNTING PRINCIPLES AND PRIOR PERIOD ADJUSTMENTS
(Continued)

Change in Accounting Principles (Continued)

The implementation of GASB Statement No. 61, GASB Statement No. 65 and GASB
Statement No. 66 did not affect the presentation of the financial statements and did not have
an effect on the fund balances/net position of the Port Authority as previously reported at
December 31, 2012.

Prior Period Adjustments

In prior periods, the Port Authority reported governmental funds and in 2013, the Port
Authority implemented a change in the accounting fund structure and reported all funds as
proprietary funds. See Note 3 for further discussion.

Governmental ~ Business-type

Activities Activities
Net Position - December 31, 2012 $ 1,900,025 $ 341,574
Restatement:
Change in Fund Structure (1,900,025) 1,900,025
Net Position, Restated - December 31, 2012 3 0 $ 27241599
Governmental Funds
Airport
Improvement Capital Other
General Program Projects Funds Total
Fund Cash Balance - December 31, 2012 $ 571,011 $ 47 % 965955 $ 363012 $ 1,900,025
Restatement:
Change in Fund Structure (571,011) (47) (965,955) (363,012) (1,900,025)
Fund Cash Balances, Restated - December 31,2012 $ 0 % 0 3 0 $ 0 $ 0

DEPOSITS AND INVESTMENTS

State statutes require the classification of funds held by the Port Authority into three
categories.

Active deposits are public deposits determined to be necessary to meet current demands on
the treasury. Such monies must be maintained either as cash in the Port Authority treasury, 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 not required for use within the current five-year period
of designation of depositories as identified by the Port Authority Board of Directors. 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 monies, 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 accounts,
including passbook accounts.

25



WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 5:

DEPOSITS AND INVESTMENTS (Continued)

Protection of Port Authority deposits is provided by the Federal Deposit Insurance
Corporation (FDIC), by eligible securities pledged by the financial institution as security for
repayment, by surety company bonds deposited with the Port Authority’s Board Secretary by
the financial institution, or by a single collateral pool established by the financial institution
to secure the repayment of all public monies deposited with the institution.

Interim monies held by the Port Authority may 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 by any other obligation guaranteed as to principal and
interest by the United States:

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;

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;

Bonds and other obligations of the State of Ohio or other Ohio local governments;

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;

The State Treasurer’s investment pool State Treasury Asset Reserve of Ohio (STAR
Ohio);

Certain bankers acceptances and commercial paper notes for a period not to exceed one
hundred eighty days from the purchase date in an amount not to exceed twenty-five
percent of the interim monies available for investment at any one time; and.

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

The Port Authority may also invest any monies not required to be used for a period of six
months or more in the following:
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 5:

DEPOSITS AND INVESTMENTS (Continued)

1.
2.
3.
4.

Bonds and other obligations guaranteed by the United States;
Discount notes of the Federal National Mortgage Association;
Bonds of the State of Ohio; and

Bonds of any municipal corporation, village, county, township, or other political
subdivision of the State of Ohio, as to which there is no default of principal, interest, or
coupons.

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 Port
Authority, and must be purchased with the expectation that it will be held to maturity.
Investments may only be made through specified dealers and institution. Payment for
investments may be made only upon delivery of the securities representing the investments to
the Port Authority’s Board Secretary or qualified trustee or, if the securities are not
represented by a certificate, upon receipt of confirmation of transfer from the custodian.

A. Cash on Hand

At December 31, 2013, the Port Authority had $1,000 of undeposited cash on hand.

Deposits with Financial Institutions

At December 31, 2013, the carrying amount of the Port Authority’s deposits was
$1,926,525 and the bank balance was $2,352,292. Based on the criteria described in
GASB Statement No. 40, Deposits and Investment Risk Disclosures, as of December 31,
2013, $942,961 of the Port Authority’s bank balance was covered by Federal Deposit
Insurance while $1,409,331 of the Port Authority’s bank balance was exposed to
custodial credit risk as discussed below.

Custodial Credit Risk Custodial credit risk is the risk that in the event of bank failure,
the Port Authority’s deposits may not be returned. Protection of the Port Authority’s
cash and deposits is provided by the Federal Deposit Insurance Corporation (FDIC) as
well as qualified securities pledged by the institution holding the assets. The Port
Authority has no policy on custodial credit risk and is governed by the Ohio Revised
Code. Ohio Law requires that deposits be placed in eligible banks or savings and loan
institutions located in Ohio. Any public depository in which the Port Authority places
deposits must pledge as collateral eligible securities of aggregate market value equal to
the excess of deposits not insured by the FDIC. The securities pledged as collateral are
pledged to a pool for each individual financial institution in amounts equal to at least
105% of the carrying value of all public deposits held by each institution. Obligations
that may be pledged as collateral are limited to obligations of the United States and its
agencies and obligations of any state, county, municipal corporation, or other legal
constituted authority of any other state, or instrumentality of such county, municipal
corporation, or other authority. Collateral is held by trustees including the Federal
Reserve Bank and designated third party trustees of the financial institutions.
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NOTE 6:

NOTE 7:

WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

DEPOSITS AND INVESTMENTS (Continued)

C. Investments
The Port Authority did not maintain any investments in 2013.

D. Reconciliation of Cash and Investments to the Statement of Net Position

Cash and Inwestments per Footnote

Undeposited Cash on Hand $ 1,000
Carrying Amount of Deposits with Financial Institutions 1,926,525
Total Cash and Investments per Footnote $ 1,927,525

Eaquity in Pool Cash and Cash Equivalents per Statement of Net Position
Bsuiness-Type Activities $ 1,927,525

CAPITAL LEASE OBLIGATION

The Port Authority financed the acquisition of a mower unit in 2008 through a leasing
arrangement (cost/principal $10,525, 60-month term, 5.93 percent) and financed the
acquisition of a copier in 2013 through a leasing arrangement (cost/principal $6,490, 60-
month term, 12.50 percent).

In 2013, payments totaling $2,584 were made to satisfy current requirements of the Leases.
The capital lease obligations of the mower unit were fulfilled in 2013.

Future payments for the capital lease obligation of the copier follow:

Year Amount
2014 $ 1752
2015 1,752
2016 1,752
2017 1,752
2018 146
Total $ 7154

TRUMBULL COUNTY - GENERAL OBLIGATION LOAN

In 2004, the Port Authority received a $150,000, zero-percent interest, general obligation loan
from Trumbull County that was utilized to assist the Port Authority in providing an
operational security deposit to Vacation Express Airlines necessary for the Airlines to begin
its operations of providing direct commercial flights to Myrtle Beach, South Carolina and to
Orlando-Sanford Airport, Florida.

In 2013, a final payment of $75,000 was made to satisfy the requirements of the loan.

28



WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(CONTINUED)

NOTE 8:

CONDUIT DEBT OBLIGATION - TIMKEN LABROTE STEEL DISTRIBUTION
PROJECT

In 2000, the Port Authority participated with the State of Ohio, through the Director of the
Ohio Department of Development (Director), in the Timken Latrobe Steel Distribution
(Timken) Project (Project) that consisted of assisting Timken retain and expand its operations
in the Mahoning Valley by providing financial resources to Timken to acquire a site,
construct a building, and equip and furnish the same. The Port Authority’s involvement in
the Project consisted of obtaining a $150,000 Development Grant from the Ohio Department
of Development (ODOD). The Director obtained $6,185,000 in State Economic
Development Revenue Bonds (8.64 percent - 20 years) through the Ohio Enterprise Bond
Fund Program, and obtained a $3,000,000 Loan (2 percent - 20 Years) from ODOD’s 166
Direct Loan Program.

The Port Authority passed through the proceeds of the Grant to the Director who
administered the Project and retained ownership of the land, improvements, facilities, and
equipment.

The Director let a 20-year capital lease to the Port Authority for the land, improvements,
facilities, and equipment. The Port Authority subleased the same to Timken who makes
monthly lease payments directly to the Director to meet amounts needed to service the debt,
including interest and fiscal charges, on the Bonds and the Loan. In the event of default by
Timken, the Port Authority shall not have any liability under or in respect of its performances
of the lease agreement. At such time, the Director will terminate the lease agreement and
exclude the Port Authority from possession of the Project.

In 2013, payments totaling $858,502 were made by Timken to satisfy current principal and
interest requirements of the Lease.

Future lease payments paid by Timken to the Director follow:

Year Amount
2014 $ 858,129
2015 858,386
2016 860,402
2017 863,965
2018 865,134
2019-2020 1,229,541
Total $ 5,535,557
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NOTE 9:

CONDUIT DEBT OBLIGATION — EXAL CORPORATION PROJECT

In 2006, the Port Authority participated with the State of Ohio, through the Director of the
Ohio Department of Development (Director), and the Summit County Port Authority (SC
Port Authority) in the EXAL Corporation (EXAL) Project (Project) that consisted of assisting
EXAL expand its operations in the Mahoning Valley by providing financial resources to
EXAL for the construction of a 178,000 square foot manufacturing facility and equipping and
furnishing the same.

The Director obtained $5,000,000 in State Economic Development Revenue Bonds (5.42% -
10 Years) through the Ohio Enterprise Bond Fund Program, and obtained a $2,000,000 Loan
(3% - 10 Years) from ODOD’s 166 Direct Loan Program. The SC Port Authority obtained
$3,000,000 in Economic Development Revenue Bonds (5.75% - 10 Years) through the
Summit County Bond Fund Program.

The Port Authority’s involvement in the Project consisted of receiving the proceeds of the
Bonds and the Loan and passing through those proceeds to EXAL. Semiannual payments by
EXAL to the Director and the SC Port Authority meet the amounts needed to service the debt,
including interest and fiscal charges, on the Bonds and the Loan. In the event of default by
EXAL, the Port Authority shall not have any liability under or in respect of its debt service
performances of the Bonds and Loan. The Bonds and the Loan are secured on a pari passu,
shared first mortgage, on the property/assets acquired by EXAL from the proceeds of the
Bonds and the Loan.

In 2013, payments totaling $1,294,386 were made by EXAL to satisfy current principal and
interest requirements of the Bonds and Loan.

Future debt service of principal and interest to be paid by EXAL to the Director follow:

Year Amount

2014 $ 890,671
2015 888,917
2016 424,857
Total $ 2,204,445

Future debt service of principal and interest to be paid by EXAL to the Summit County Port
Authority follow:

Year Amount

2014 $ 404,019
2015 413,175
2016 205,750
Total $ 1,022,944
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NOTE 10:

NOTE 11:

CONDUIT DEBT OBLIGATOIN — CENTRAL WASTE, INC. PROJECT

In 2007, the Port Authority participated in the Central Waste, Inc. (Central Waste) Project
(Project) that consisted of assisting Central Waste expand its operations in the Mahoning
Valley by providing financial resources to Central Waste to establish a solid waste landfill
including costs for site acquisition, construction and installation of solid waste disposal
facilities, and related equipment purchases.

The Port Authority’s involvement in the Project consisted of issuing $40,000,000 in Solid
Waste Facility Revenue Bonds (Series 2007(A)) ($12,750,000 @ 6.1% - 20 years and
$27,250,000 @ 6.35% - 20 years) and issuing $5,000,000 in Subordinate Solid Waste Facility
Revenue Bonds (Series 2007(B)) (7.25% - 20 years). The Port Authority passed through the
proceeds of the Bond issuances to Central Waste, Inc.. In the event of default by Central
Waste, the Port Authority shall not have any liability under or in respect of its debt service
performances of the Bonds. The Bonds are secured by a first mortgage on the property/assets
acquired by Central Waste from the proceeds of the Bonds.

In 2013, Central Waste defaulted on payments needed to service the debt, including interest
and fiscal charges, on the Bonds. Central Waste has filed for Chapter 7 bankruptcy.

As of December 31, 2013, $29,979,166 of principal and $8,778,438 of accrued interest
remain outstanding of the Solid Waste Facility Revenue Bonds (Series 2007(A)) and
$5,000,000 of principal and $1,268,750 of accrued interest remain outstanding of the
Subordinate Solid Waste Facility Revenue Bonds (Series 2007(B)).

CONDUIT DEBT OBLIGATION - BEULAH PARK GAMING PROJECT

In 2013, the Port Authority participated in the Penn National Gaming, Inc. (Penn National)
Beulah Park Gaming Project (Project) by assisting Penn National relocate its Beulah Park
racetrack operations to the Mahoning Valley. The Project consists of the construction,
equipping, and furnishing of thoroughbred racetrack and video lottery terminal facilities (to
be known as Hollywood Gaming at Mahoning Valley Race Course).

The Port Authority’s involvement in the Project consists of 1) entering into a ground lease
with Penn National to secure property necessary for the Project, 2) issuing a maximum
aggregate of $60,000,000 in Taxable Revenue Bonds (various amounts and rates, all July 1,
2023 maturity) for the Project, and 3) letting of a facility lease to Penn National for its
operation of such facilities.

Future facility lease payments by Penn National will meet the amounts needed to service the
debt, including interest and fiscal charges, on the Bonds. In the event of default by Penn
National, the Port Authority shall not have any liability under or in respect of its debt service
performances of the Bonds. The Bonds are secured by the facilities/assets
constructed/acquired from the proceeds of the Bonds.

As of December 31, 2013, the Port Authority has issued $950,000 in Bonds, all proceeds of
which were used for cost of issuance purposes. However, debt service requirements and
facility lease payments needed to service such debt will not be determined until Bonds are
issued for construction purposes, which is scheduled to begin February 2014.
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NOTE 12:

NOTE 13:

DEVELOPMENT REVENUE BONDS (SERIES 2011) — SPECIAL OBLIGATION

In 2011, pursuant to a Cooperative Agreement, dated November 1, 2011, between the Port
Authority, Mahoning County, and Trumbull County, the Port Authority issued $3,610,000 in
Development Revenue Bonds (Series 2011) (various rates from 2.125 percent to 4.625
percent, 20 years) to provide financial resources for the construction and/or improvement of
Port Authority Airport facilities.

Of the amounts needed to service the debt on the Bonds, including interest and fiscal charges,
approximately 55 percent will be derived from Passenger Facility Charges (PFCs) that are
assessed to each enplaning commercial airline passenger as approved by the Federal Aviation
Administration and approximately 45 percent will be derived from Airport revenues (fees,
charges, and rents) generated from facilities of which the construction and/or improvement
thereof were financed by the proceeds of the Bonds. In the event of default by the Port
Authority, Mahoning County and Trumbull County have agreed, severally not jointly, to
satisfy current debt service requirements on the Bonds.

In 2013, payments totaling $267,794 were made to satisfy current principal and interest
requirements of the Bond.

Future debt service of principal and interest follow:

Airport
Year Revenues PFCs Total
2014 $ 121,002 $ 147,892 $ 268,894
2015 121,430 148,414 269,844
2016 122,341 149,528 271,869
2017 120,383 147,135 267,518
2018 120,676 147,493 268,169
2019-2023 605,737 740,345 1,346,082
2024-2028 606,181 740,888 1,347,069
2029-2031 426,128 520,823 946,951
Total $ 2,243,878 $ 2,742,518 $ 4,986,396

DEVELOPMENT REVENUE BOND (SERIES 2012(A)) - T-HANGAR
CONSTRUCTION PROJECT

In 2012, the Port Authority issued a $470,000 Development Revenue Bond (Series 2012(A))
(2.84%, 20 years amortization, 10 year repayment plus balloon payment) to provide financial
resources for the construction of a 14-unit T-Hangar. Amounts needed to service the debt on
the Bond, including interest and fiscal charges, will be derived from rent generated from the
T-Hangar.

In 2013, payments totaling $30,947 were made to satisfy current principal and interest
requirements of the Bond.
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NOTE 14:

NOTE 15:

DEVELOPMENT REVENUE BOND (SERIES 2012(A)) - T-HANGAR

CONSTRUCTION PROJECT (Continued)

Future debt service of principal and interest follow:

Year Amount
2014 $ 30,947
2015 30,947
2016 30,947
2017 30,947
2018 30,947
2019-2022 385,285
Total $ 540,020

DEVELOPMENT REVENUE BOND (SERIES 2012(B) - AIR CARGO BUILDING
ACOQUISITION

In 2012, the Port Authority issued a $1,075,000 Development Revenue Bond (Series
2012(B)) (2.60 PERCENT, 20 years amortization, 10 years repayment plus balloon payment)
to provide financial resources for the acquisition of an air cargo building. Amounts needed to
service the debt on the Bond, including interest and fiscal charges, will be derived from rent
generated from the air cargo building.

In 2013, payments totaling $63,448 were made to satisfy current principal and interest
requirements of the Bond.

Future debt service of principal and interest follow:

Year Amount
2014 $ 69,216
2015 69,216
2016 69,216
2017 69,216
2018 69,216
2019-2023 891,830
Total $ 1,237,910

DEVELOPMENT REVENUE BOND (SERIES 2013(A)) - WHEELED-VEHICLE
MAINTENANCE BUILDING CONSTRUCTION PROJECT

In November 2013, the Port Authority issued a $300,000 Development Revenue Bond (Series
2013(A)) (2.97 percent, 20-year amortization, and 10-year repayment plus balloon payment)
to provide financial resources for the construction of a wheeled-vehicle maintenance
building. Amounts needed to service the debt on the Bond, including interest and fiscal
charges, will be derived from rent generated from the wheeled-vehicle maintenance building.
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NOTE 16:

DEVELOPMENT REVENUE BOND (SERIES 2013(A)) - WHEELED-VEHICLE
MAINTENANCE BUILDING CONSTRUCTION PROJECT (Continued)

In 2013, payments totaling $1,660 were made to satisfy current principal and interest
requirements of the Bond.

Future debt service of principal and interest follow:

Year Amount
2014 $ 19,919
2015 19,919
2016 19,919
2017 19,919
2018 19,919
2019-2023 270,475
Total $ 370,070

PENSION PLANS

Plan Description The Port Authority participates in the Ohio Public Employees Retirement
System (OPERS). OPERS administers three separate pension plans. The Traditional Pension
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 thereon. The
Combined Plan is a cost-sharing, multiple-employer defined benefit pension plan that has
elements of both a defined benefit and a defined contribution plan. Under the Combined
Plan, employer contributions are invested by the retirement system to provide a formula
retirement benefit similar in nature to the Traditional Pension Plan benefit. Member
contributions, the investment of which is self-directed by the members, 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 qualify for ancillary benefits. Chapter 145 of the Ohio
Revised Code provides statutory authority to establish and amend benefits. OPERS issues a
stand-alone  financial report  which may  be obtained by  visiting
https://www.opers.org/investments/cafr.shtml, by writing to OPERS, Attention: Finance
Director, 277 East Town Street, Columbus, OH 43215-4642, or by calling (614) 222-5601 or
(800) 222-7377.

Funding Policy The Ohio Revised Code provides statutory authority for employee and
employer contributions and currently limits the employer contribution to a rate not to exceed
14 percent of covered payroll and the employee contribution to a rate not to exceed 10% of
covered payroll. For 2013, employee and employer contribution rates were consistent across
all three Plans. Employer contribution rates are actuarially determined.
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NOTE 17:

PENSION PLANS (Continued)

For 2013, the employee contribution rate was 10 percent of covered payroll and the Port
Authority’s contribution rate was 14 percent of covered payroll. A portion of the Port
Authority’s contribution is used to fund pension obligations with the remainder being used to
fund health care benefits. For 2013, 13.0 percent of covered payroll was used to fund pension
obligations and 1 percent of covered payroll was used to fund health care benefits. The Port
Authority’s contributions allocated to fund pension obligations for the years ending
December 31, 2013, 2012, and 2011 were $62,276, $112,657, and $75,194, respectively. In
January and February 2014, the Port Authority made $43,362 in contributions to satisfy fully
its 2013 pension obligations.

POST-RETIREMENT BENEFIT PLANS

Plan Description OPERS maintains a cost-sharing, multiple-employer defined benefit post-
employment health care plan, which includes a medical plan, a prescription drug program,
and Medicare Part B Premium reimbursement, to qualifying members of both the Traditional
Pension and the Combined Plans. Members of the Member-Directed Plan do not qualify for
ancillary benefits, including post-employment health care coverage.

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. 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.

Disclosures for the health care plan are presented separately in the OPERS financial report
which may be obtained by visiting https://www.opers.org/investments/cafr.shtml, by writing
to OPERS, Attention: Finance Director, 277 East Town Street, Columbus, OH 43215-4642,
or by calling (614) 222-5601 or (800) 222-7377.

Funding Policy The post-employment health care plan was established under, and is
administered in accordance with, Internal Revenue Code 401(h). State statute requires that
public employers fund post-employment health care through contributions to OPERS. A
portion of each employer’s contribution to the Traditional Pension or Combined Plans is set
aside for the funding of post-employment health care.

Employer contribution rates are expressed as a percentage of the covered payroll of active
employees. In 2013, the Port Authority contributed 14 percent of covered payroll. Each
year, the OPERS Retirement Board determines the portion of the employer contribution rate
that will be set aside for funding of post-employment health care benefits. For 2013, the Port
Authority’s contribution allocated to the post-employment healthcare plan was 1.0 percent of
covered payroll.

The OPERS Retirement Board is also authorized to establish rules for the payment of a
portion of the health care benefits provided by the retiree or their surviving beneficiaries.
Payment amounts vary depending on the number of covered dependents and the coverage
selected. Active members do not make contributions to the post-employment health care
plan.
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NOTE 18:

NOTE 19:

POST-RETIREMENT BENEFIT PLANS (Continued)

Funding Policy (Continued)

The Port Authority’s contributions allocated to fund post-employment health care benefits for
the years ending December 31, 2013, 2012, and 2011, were $24,910, $22,531, and $15,039,
respectively. In January and February 2014, the Port Authority made $1,885 in contributions
to satisfy fully its 2013 post-employment health care benefits obligations.

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

CONTINGENT LIABILITIES

Pending Litigation

The Port Authority is a party to legal proceedings. However, Port Authority management is
of the opinion that ultimate disposition of these claims and proceedings will not have a
material effect, if any, on the overall financial position of the Port Authority.

Grant Compliance

The Port Authority receives assistance from federal agencies in the form of grants. The
disbursement of funds received under these grant 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, including amounts already received, resulting from
such audits could become a liability of the Port Authority Fund or any other applicable Fund.
However, in the opinion of management, any such disallowed claims will not have a material
adverse effect on the overall financial position of the Port Authority at December 31, 2013.

RISK MANAGEMENT

The Port Authority is exposed to various risks of loss to torts; thefts of, damage to, and
destruction of assets; errors and omissions; non-performance of duty; injuries to employees;
and natural disaster. The Port Authority maintains comprehensive insurance coverage with
private carriers for real property, building contents, vehicles and general airport liability.
Vehicle policies include liability coverage for bodily injury and property damage. Real
property and building contents are 90 percent coinsured.

The Port Authority has also obtained commercial insurance for its general liability risks and
its public officials’ liability risks. The Port Authority provides health insurance, dental, and
vision coverage to full-time employees through a private carrier.

Workers’ compensation is provided by the State of Ohio. The Port Authority pays the State

Workers” Compensation System a premium based on a rate per $100 of salaries. This rate is
calculated based on accident history and administrative costs.
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NOTE 20: SUBSEQUENT EVENTS

In August 2014, the Port Authority issued a $570,000 Development Revenue Bond (Series
2014(A)) (3.078 percent, 20 years amortization, and 10 year repayment plus balloon
payment) to provide financial resources for the construction of a 14-unit T-Hangar. Amounts
needed to service the debt on the Bond, including interest and fiscal charges, will be derived
from rent generated from the T-Hangar.

In October 2014, the Port Authority issued a $650,000 Development Revenue Bond (Series
2014(B)) (2.888 percent, 15 years amortization, 10 years repayment plus balloon payment) to
provide financial resources for the Airport’s 2014 Energy Project, comprising primarily of the
replacement of the Airport Terminal’s electrical substation and stand-by electrical generator.
Of the amounts needed to service the debt on the Bonds, including interest and fiscal charges,
approximately 68 percent will be derived from Passenger Facility Charges that are assessed to
each enplaning commercial airline passenger as approved by the Federal Aviation
Administration and approximately 32 percent will be derived from Airport revenues (fees,
charges, and rents).
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
SCHEDULE OF PASSENGER FACILITY CHARGES COLLECTED AND EXPENDED
FOR THE YEAR ENDED DECEMBER 31, 2013

Passenger Facility Charges Collected $ 206,800
Interest Earnings 531
Total 207,331
Passenger Facility Charges Expended (171,340)
Decrease in Unexpected Passenger Facility Charges 35,991
Unexpended Passnger Facility Charges - January 1, 2013 178,471
Unexpended Passnger Facility Charges - December 31, 2013 $ 214,462

See accompanying Note to the Schedule of Passneger Facility Charges Collected and Expended.
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The Aviation Safety and Capacity Expansion Act of 1990 and its implementing Regulation, 14 CFR Part
158, provide airports with the ability to obtain funds for improvement projects by assessing a $1, $2, $3,
$4, or $4.50 Passenger Facility Charge (PFC) for each enplaning commercial airline passenger
(passenger). Each airport choosing to assess PFCs must make an application with the Federal Aviation
Administration of the U.S. Department of Transportation (FAA) to obtain approval for the PFC amount
that will be assessed each passenger and for the improvement projects that PFCs collected may be
expended for. Upon such approval, commercial airlines are then required to collect PFCs from
passengers and remit them to the assessing airport, net of allowable processing fees incurred by the
commercial airlines.

The Western Reserve Port Authority (Port Authority), for its operation of the Youngstown-Warren
Regional Airport (the Airport), has been granted FAA approval for its Application #6, which allows the
Airport to assess a PFC for each passenger at a rate of $4.50 through January 1, 2033.

The accompanying Schedule of Passenger Facility Charges Collected and Expended (the Schedule) was
prepared to comply with regulations issued by the FAA (14 CFR 158) to implement 49 U.S.C. 40117, as
amended. Those Regulations define collection as the point when agents or other intermediaries remit
PFCs to commercial airlines. However, the Schedule is presented on the cash basis of accounting.
Under the cash basis of accounting, the Port Authority records PFCs as collected when received from an
airline rather than when earned (assessed) and records PFCs as expended when cash is paid rather than
when a liability is incurred.
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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

Board of Directors The Honorable Dave Yost
Western Reserve Port Authority Auditor of State
State of Ohio

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 of the United States, the financial statements of the business-type activities of
the Western Reserve Port Authority, Trumbull County, Ohio, as of and for the year ended December 31,
2013, and the related notes to the financial statements, which collectively comprise the Western Reserve
Port Authority, Ohio’s basic financial statements, and have issued our report thereon dated December 19,
2014, wherein we noted that the Western Reserve Port Authority, Ohio, uses a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America and that
the Western Reserve Port Authority, Ohio, implemented a change in accounting fund structure, which
resulted in a restatement of net position of the governmental and business-type activities and
governmental fund balances as of December 31, 2012.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Western Reserve Port
Authority, Ohio’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 Western
Reserve Port Authority, Ohio’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Western Reserve Port Authority, Ohio’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 Western Reserve Port Authority, Ohio’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.
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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 certain deficiency in internal
control, described in the accompanying Schedule of Findings and Responses as Finding 2013-001 that
we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Western Reserve Port Authority, Ohio’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.

Western Reserve Port Authority, Ohio’s Response to Finding

The Western Reserve Port Authority, Ohio’s response to the finding identified in our audit is described in
the accompanying Schedule of Findings and Responses. The Western Reserve Port Authority, Ohio’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 Western Reserve
Port Authority, Ohio’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 Western Reserve Port
Authority, Ohio’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.
James G. Zupka, S i e

. G. Zupka, CPA, Inc., ou=Accounting,
CPA, President  Sassenmnss”
James G. Zupka, CPA, Inc.
Certified Public Accountants

December 19, 2014
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
THE PASSENGER FACILITY CHARGE PROGRAM AND ON
INTERNAL CONTROL OVER COMPLIANCE

Board of Trustees The Honorable Dave Yost
Western Reserve Port Authority Auditor of State
State of Ohio

Report on Compliance with Requirements Applicable to the Passenger Facility Charge Program

We have audited the Western Reserve Port Authority, Trumbull County, Ohio’s compliance with the
types of compliance requirements described in the Passenger Facility Charge Audit Guide for Public
Agencies, issued by the Federal Aviation Administration (Guide), for its Passenger Facility Charge
Program for the year ended December 31, 2013.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws and regulations applicable to
its Passenger Facility Charge Program.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Western Reserve Port Authority, Ohio’s
compliance based on our audit of the compliance requirements referred to above. We conducted our audit
of compliance in accordance with auditing standards generally accepted in the United States of America;
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the Guide. Those standards and the Guide require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
compliance requirements referred to above that could have a direct and material effect on the Passenger
Facility Charge Program occurred. An audit includes examining, on a test basis, evidence about the
Western Reserve Port Authority, Ohio’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the Passenger
Facility Charge Program. However, our audit does not provide a legal determination of the Western
Reserve Port Authority, Ohio’s compliance.

Opinion on the Passenger Facility Charge Program

In our opinion, the Western Reserve Port Authority, Ohio complied, in all material respects, with the

compliance requirements referred to above that are applicable to its Passenger Facility Charge Program
for the year ended December 31, 2013.
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Report on Internal Control Over Compliance

Management of the Western Reserve Port Authority, Ohio, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above.
In planning and performing our audit of compliance, we considered the Western Reserve Port Authority,
Ohio’s internal control over compliance with the requirements that could have a direct and material effect
on the Passenger Facility Charge Program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for the Passenger Facility Charge
Program and to test and report on internal control over compliance in accordance with the Guide, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the Western Reserve Port Authority,
Ohio’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a compliance requirement of the
Passenger Facility Charge Program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with compliance requirements of the
Passenger Facility Charge Program will not be prevented, or detected and corrected, on a timely basis.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with compliance requirements of the Passenger Facility
Charge Program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Guide. Accordingly, this report is not suitable for any other purpose.

James G. Zupka, CPA, ZBE;'E;'Lég';”;‘é’,’%dZESZGPZ_EFL?AE'ZC’fﬁiﬁi?‘a

i ligrcparbeglobalnet,

JPresm(!;enzt k2 CPA 1

ames G. Zupka, , Inc.
Certified Public Accountants

December 19, 2014
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
SCHEDULE OF FINDINGS AND RESPONSES
DECEMBER 31, 2013

Finding No. 2013-001 — Significant Deficiency — Annual Financial Reporting

Statement of Condition/Criteria:

In addition to the reporting requirements set forth by Ohio Revised Code 8117.38, the Western Reserve
Port Authority has elected to apply all pronouncements of the Governmental Accounting Standards Board
(GASB), which is the accepted standard-setting body for establishing governmental accounting and
financial principles, as they apply to the cash basis of accounting. One such standard, GASB Statement
No. 34, requires that the basic financial statements consist of the following three parts: Management’s
Discussion and Analysis (MD&A), basic financial statements, which include government-wide financial
statements, fund financial statements, notes to the basic financial statements, and required supplementary
information (RSI). The basic financial statements help users have a better understanding of the financial
position of the Port Authority, but only if received in a timely manner. The Port Authority complied with
ORC 8§117.38 but did not prepare the required notes related to the MD&A and basic financial statements
until twelve months after year end.

Cause

For the year ended December 31, 2013, the Western Reserve Port Authority’s annual financial reports
were not substantially complete, as required by GASB Statement No. 34, which the Port Authority has
elected to apply to its financial presentation. Footnotes to the basic financial statements and the MD&A
were not prepared in a timely manner.

Effect
In order for the Port Authority’s basic financial statements to be effective and relevant, they need to be
completed in a timely manner.

Recommendation
We recommend that the Western Reserve Port Authority prepare its basic financial reports in a timely
manner to ensure the effectiveness and relevancy of the information provided.

Client Response - Corrective Action Plan

The Port Authority’s 2013 annual financial report was prepared and made public in compliance with all
applicable financial reporting requirements set forth by Ohio law. However, the Port Authority
understands that an election to prepare and submit the audit, a more comprehensive annual financial
report prepared according to GASB Statement No. 34, should be made in a timely manner.
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WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY, OHIO
SCHEDULE OF PRIOR YEAR FINDINGS AND RECOMMENDATIONS
FOR THE YEAR ENDED DECEMBER 31, 2013

Not Corrected; Partially
Corrected; Significantly
Different Corrective Action

Finding Fully Taken; or Finding No Longer
Number Finding Summary Corrected? Valid; Explain
2012-001 Submission of the Data Collection Form No Finding No Longer Valid -
and Reporting Package Not required to submit a

Data Collection Form in 2013

Management letter recommendations have been corrected, repeated, or procedures instituted to
prevent occurrences in this audit periodl.
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Dave Yost - Auditor of State

WESTERN RESERVE PORT AUTHORITY
TRUMBULL COUNTY
CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

Lisan Pouallutt

CLERK OF THE BUREAU

CERTIFIED
MAY 19, 2015

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
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