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INDEPENDENT ACCOUNTANTS’ REPORT 
 
 
 
Board of Directors 
Lorain County Regional Airport Authority 
Lorain County 
44050 Russia Road 
Elyria, Ohio 44035 
 
We have audited the accompanying basic financial statements of the Lorain County Regional Airport 
Authority, Lorain County, Ohio, (the Airport), a component unit of Lorain County, Ohio, as of and for the 
year ended December 31, 2004, as listed in the table of contents.  These financial statements are the 
responsibility of the Airport’s management.  Our responsibility is to express an opinion 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 of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation.  We believe that our audit provides a reasonable basis for our opinion.   
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Lorain County Regional Airport Authority, Lorain County, Ohio, as of December 
31, 2004, a component unit of Lorain County, Ohio, and the changes in its financial position and its cash 
flows for the year then ended in conformity with accounting principles generally accepted in the United 
States of America.  
 
In accordance with Government Auditing Standards, we have also issued our report dated May 16, 2005, 
on our consideration of the Airport’s internal control over financial reporting and our tests of its 
compliance and other matters with certain provisions of laws, regulations, contracts and grant 
agreements and other matters.  While we did not opine on the internal control over financial reporting or 
on compliance, that report describes the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards. You should read it in conjunction with this report in 
assessing the results of our audit. 
 
Management’s Discussion and Analysis is not a required part of the basic financial statements but is 
supplementary information accounting principles generally accepted in the United States of America 
requires.  We have applied certain limited procedures, consisting principally of inquiries of management 
regarding the methods of measuring and presenting the required supplementary information.  However, 
we did not audit the information and express no opinion on it.  
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We conducted our audit to opine on the financial statements that collectively comprise the Airport’s basic 
financial statements.  The federal awards receipts and expenditures schedule is required by U.S. Office of 
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations, and is not a required part of the basic financial statements.  We subjected the federal 
awards receipts and expenditures schedule to the auditing procedures applied in the audit of the basic 
financial statements.  In our opinion, this information is fairly stated in all material respects in relation to 
the basic financial statements taken as a whole.  
 
 
 
 
 
Betty Montgomery 
Auditor of State 
 
May 16, 2005 
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The discussion and analysis of the Lorain County Regional Airport Authority’s (the Airport) financial 
performance provides an overview of the Airport’s financial activities for the year ended December 31, 
2004.  The intent of this discussion and analysis is to look at the Airport’s financial performance as a 
whole; readers are encouraged to consider information presented here as well as the basic financial 
statements to enhance their understanding of the Airport’s financial performance. 

FINANCIAL HIGHLIGHTS 

The Airport’s net assets increased by $3,002,540 in 2004.  This was due to the receipt of capital grants 
from the Federal Aviation Administration (FAA) and the Ohio Department of Transportation, Division of 
Aviation (State).

Operating revenues decreased by $487,130 and operating expenses decreased by $587,064, due to the 
transfer of the FBO operation to Johnston Aviation Company in October, 2003.

USING THIS ANNUAL REPORT 

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

The Statement of Net Assets and the Statement of Revenues, Expenses and Changes in Net Assets 

One of the most important questions asked about the Airport’s finances is, “Is the Airport better off or 
worse off as a result of the year’s activities?”  The Statement of Net Assets and the Statement of 
Revenues, Expenses and Changes in Net Assets report information about the Airport and about its 
activities in a way that helps answer this question.  These statements include all assets and liabilities 
using the accrual basis of accounting, which is similar to the accounting used by most private-sector 
companies.  The Airport charges a fee to customers to help it cover part of the services it provides.  All of 
the current year’s revenues and expenses are taken into account regardless of when cash is received or 
paid.

These two statements report the Airport’s net assets and changes in them.  You can think of the Airport’s 
net assets—the difference between assets and liabilities—as one way to measure the Airport’s financial 
health, or financial position.  Over time, increases or decreases in the Airport’s net assets are one 
indicator of whether its financial health is improving or deteriorating.  You will need to consider other non-
financial factors (e.g. fuel prices, FAA regulations, weather, etc.), to assess the overall health of the 
Airport.
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Table 1 provides a summary of the Airport’s net assets for 2004 compared to 2003. 

Table 1 

NET ASSETS 

2004      2003
      ASSETS: 
      Current and other assets       $   1,233,406         $  1,450,409 
      Capital assets, net                       11,167,098             8,012,539
      Total assets                        12,400,504             9,462,948 

      LIABILITIES: 
          Current liabilities                949,088             1,079,658 
           Long-term liabilities                  82,280      16,694
      Total liabilities             1,031,368             1,096,352

      NET ASSETS: 
      Invested in capital assets, net of related debt                     11,167,098   8,012,539 
      Restricted for other purposes                           202,038     354,057 
      Unrestricted                                                                                        0                            0
         TOTAL NET ASSETS                     $11,369,136          $  8,366,596

Total assets increased by $2,937,556 from 2003 to 2004.  This increase is a result of additions in capital 
projects in process of $3,108,992. 

Total liabilities decreased by $64,984.  This decrease is due to a decrease in accounts payable on capital 
projects in process. 

Total net assets increased by $3,002,540.  This increase is a result of additions in capital projects in 
process.

The largest portion of the Airport’s net assets each year is its investment in capital assets, net of related 
debt (e.g., land, land improvements, buildings, equipment and vehicles).  The Airport uses these capital 
assets to provide services to the businesses and public using the Lorain County Regional Airport. 

Capital Assets: 

Land               $   2,153,589 
Construction in progress      5,200,805 
Land improvements       5,403,556 
Buildings        1,183,854 
Equipment           471,211 
Vehicles           185,761
Capital Assets                 14,598,776 

Less accumulated depreciation    (3,431,678)

Total Capital Assets, Net             $ 11,167,098

See Notes 2 and 4 to the basic financial statements for further discussion of the Airport’s capital asset 
policy and changes in capital assets. 
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Tables 2 and 3 show the revenues, expenses, and the changes in net assets for the year ended 
December 31, 2004 compared to the year ended December 31, 2003.

Table 2 

REVENUES        2004            2003 
OPERATING REVENUES 
      Charges for Services Revenue: 
         Aviation fuel & oil income                                                   $            0                 $ 353,431 
         Rentals and freight                             55,181                    272,415 
         Landing fees                      5,595                        8,457 
      Operating Grants                 403,000                    300,000 
      Other operating revenues                 14,094                      30,697
      Total operating revenues                          477,870                    965,000

NON-OPERATING REVENUES 
      Land rentals                    26,190                      27,240 
      Interest Income         3,901                        2,852 
      Miscellaneous Income                     2,025                        1,350
         Total non-operating revenue                           32,116           31,442

CAPITAL CONTRIBUTIONS                   3,258,982                    2,661,620

TOTAL REVENUES AND CAPITAL CONTRIBUTIONS        $3,768,968                 $3,658,062

Operating revenues decreased by $487,130 due to the transfer of the FBO operation to Johnston 
Aviation Company in October, 2003. 

 Ground rental and use fees include annual increases.  The increases are based upon a function 
of the Consumer Price Index.

 Historically, Airport expenses exceed revenues.  The County subsidizes the Airport’s operating 
shortfall.  The subsidy by the County for 2004 was $403,000.

 Capital contributions consisted of grants from the County, the State and the FAA.  Grants were 
received for the Airport’s runway and safety area rehabilitation which included: runway paving, 
wildlife hazard assessment, and fencing.  Funds were also received for Industrial Park roadway 
development.
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Table 3 

EXPENSES            2004                                              2003 
OPERATING EXPENSES

     Salaries and employee benefits                $305,363    $511,285 
 Depreciation                 228,058      212,267

     Aviation and fuel oil                 0      214,626 
     Professional & Specialized Services       39,800        46,297 
     Utilities           26,058        90,927 
     Repairs and Maintenance        45,059        57,219 
     Other Operating Expenses                  117,090      215,871
      Total Operating Expenses                 761,428   1,348,492 

NON-OPERATING EXPENSES 
Miscellaneous expense                       5,000        10,115

TOTAL EXPENSES                                                                    766,428                                       1,358,607

INCREASE IN NET ASSETS             $3,002.540             $2,299,455

Operating expenses decreased by $587,064 due to the transfer of the FBO operation to Johnston 
Aviation Company in October, 2003.

 Administration and maintenance of the Airport falls under the direction of its Executive Director 
(Director) and staff.

 Capital assets are being depreciated using the straight-line method over the estimated useful life 
of the assets.  Annual inspections are performed to evaluate the condition of the assets and the 
reasonableness of the recorded value. 

 All other expenses have remained steady, with no unexpected increases.

OPERATIONAL HIGHLIGHTS

 The infrastructure improvements to the Airport Industrial Park that were started in 2002 were 
completed in 2004.  The Industrial Park is part of the Airport’s overall plan to bring aviation 
related businesses to Lorain County.  The Airport has retained a commercial real estate broker to 
market the park. 

 The Airport completed Phase 1 and began Phase 2 of runway safety area and runway 
improvement project.  The Airport received grants from the FAA for 95% of the costs incurred.  
The remaining 5% was a local matching share provided by the County. In addition, the County 
provided funds for a wildlife hazard assessment expected to be complete in late 2005.
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FUTURE OUTLOOK 

 Completion of the rehabilitation of Runway 7/25 and safety area improvement project and 
installation of a perimeter fence. 

 Completion of the wildlife hazard assessment. 
 Purchase of snow removal equipment. 
 Development of the Airport Industrial Park. 

The Airport submitted an initial operating budget subsidy request to the County in the amount of $437,500 
for the year ended December 31, 2005.  After consideration, the County approved an operating subsidy 
of $303,000.  The approved budget is 25 percent less than the operating subsidy of $403,000 provided by 
the County in 2004.

CONTACTING THE AIRPORT’S FINANCIAL MANAGEMENT 

This financial report is designed to provide Lorain County citizens, taxpayers, airport users, and all 
interested parties with a general overview of the Airport’s finances and to show the Airport’s 
accountability for the money it receives.  If you have questions about this report or need additional 
financial information, contact the Airport’s Executive Director, Michael Barth, at the Lorain County 
Regional Airport Authority, 44050 Russia Road, Elyria, Ohio 44035. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
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 Statement of Net Assets – Proprietary Fund 
 For the Year Ended December 31, 2004 

ASSETS
Current Assets: 
     Cash and cash equivalents   $   484,122 
     Accounts receivable   4,969 
     Grants receivable   731,211 
     Prepaid expenses         13,104
       Total current assets     1,233,406

Non-Current Assets: 
     Capital assets: 
     Non-depreciable capital assets   7,354,394 
     Depreciable capital assets, net      3,812,704
       Total non-current assets     11,167,098

Total assets   $12,400,504

LIABILITIES
Current Liabilities: 
     Accounts payable   $  871,969 
     Accrued expenses   17,075 
     Compensated absences   36,044 
     Deferred revenue        24,000
         Total current liabilities      949,088

Non-Current Liabilities: 
     Deferred revenue   68,554 
     Compensated absences         13,726
         Total non-current liabilities         82,280
Total liabilities    1,031,368

NET ASSETS 
     Invested in capital assets, net of related debt   11,167,098 
     Restricted for other purposes        202,038
         Total net assets    11,369,136

Total Liabilities and Net Assets   $12,400,504

See accompanying notes to the financial statements. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
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 Statement of Revenues, Expenses and Changes in Net Assets 
Proprietary Fund 

 For the Year Ended December 31, 2004 

OPERATING REVENUES 
     Operating grants    $403,000 
     Charges for services – operating grants    60,776 
     Other operating income        14,094
       Total operating revenues      477,870

OPERATING EXPENSES 
     Salaries and employee benefits    305,363 
     Depreciation    228,058 
     Professional and specialized services    39,800 
     Utilities    26,058 
     Repairs and maintenance    45,059 
     Other supplies and expenses      117,090
       Total operating expense      761,428
          Operating loss      (283,558)

NON-OPERATING REVENUES 
  (EXPENSES) 
     Land rentals    26,190 
     Interest income    3,901 
     Miscellaneous income    2,025 
     Miscellaneous expense        (5,000)
       Total non-operating revenue (expenses)       27,116

Loss before capital contributions    (256,442) 

CAPITAL CONTRIBUTIONS      3,258,982

NET ASSETS 
     Increase (decrease) in Net Assets    3,002,540 

     Total Net Assets, beginning of year       8,366,596
     Total Net Assets, end of year    $11,369,136

See accompanying notes to the financial statements. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

 Statement of Cash Flows – Proprietary Fund 
 For the Year Ended December 31, 2004 
 
 
CASH FLOWS FROM 
  OPERATING ACTIVITIES 
 Operating Contributions   $    403,000 
     Receipts from customers     119,687 
     Payments for employee services and benefits   (319,735) 
     Other receipts (payments)      (235,966) 
       Net cash used for operating activities      (33,014) 
 
CASH FLOWS FROM CAPITAL AND 
  RELATED FINANCING ACTIVITIES 
     Capital contributions   3,383,546 
     Acquisition of capital assets   (3,399,258) 
     Other receipts         28,215 
       Net cash provided by capital and related financing activities         12,503 
 
CASH FLOWS FROM INVESTING 
  ACTIVITIES 
     Interest          3,901 
       Net cash provided by investing activities          3,901 
     Net decrease in cash and cash equivalents   (16,610) 
 
     Cash and cash equivalents – beginning of year    500,732 
     Cash and cash equivalents – end of year    $484,122 
 
RECONCILIATION OF OPERATING (LOSS) 
  TO NET CASH (USED) BY OPERATING 
  ACTIVITIES 
 
Operating (loss)    $(283,558) 
Adjustments to reconcile operating income 
  to net cash used by operating activities: 
     Deferred rent    (24,000) 
     Depreciation    228,058 
Change in assets and liabilities: 
     Accounts Receivables    75,205 
 Prepaid insurance    623 
     Accounts and other payables    (21,118) 
     Accrued expenses          (8,224) 
Net cash used for operating activities    $(33,014) 
  
 
 
 
 
 
See accompanying notes to the financial statements. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

Notes to the Financial Statements 
For the Year Ended December 31, 2004 

Note 1. Reporting Entity 

The Lorain County Regional Airport Authority, Lorain County, Ohio (the Airport) was established pursuant to 
Ohio Revised Code Section 308.03 by resolution of the Lorain County Commissioners.  The Airport is 
governed by a nine member Board of Trustees (Board), all of whom are appointed by the Lorain County 
Commissioners.  The Board has the authority to exercise all of the powers and privileges provided under the 
law.  These powers include the ability to sue or be sued in its corporate name, the power to establish and 
collect rates, rentals and other charges, the authority to acquire, construct, operate, manage and maintain 
airport facilities, the authority to buy and sell real and personal property, and the authority to issue debt for 
acquiring or constructing any facility or permanent improvement.  Lorain County has contributed money to the 
Airport to continue operations.  Since the Airport imposes a financial burden on the County, the Airport is 
reported as a component unit of Lorain County. 

The reporting entity for the Airport is comprised of all departments, boards and agencies that are not legally 
separate from the Airport, any component units of the Airport and any other organizations that would need to 
be included to ensure that the financial statements of the Airport are not misleading. 

Component units are legally separate organizations for which the Airport is financially accountable.  The 
Airport is financially accountable for an organization if the Airport appoints a voting majority of the 
organization’s governing board and (1) the Airport is able to significantly influence the programs or services 
performed or provided by the organization; or (2) the Airport is legally entitled to or can otherwise access the 
organization’s resources; the Airport is legally obligated or has otherwise assumed the responsibility to 
finance deficits of or provide financial support to the organization; or the Airport is obligated for the debt of the 
organization.  Based on the application of these criteria, the Airport has no component units. 

Note 2. Summary of Significant Accounting Policies 

The financial statements of the Airport have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) 
is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles.  The Airport also applies Financial Accounting Standards Board (FASB) Statements and 
Interpretations issued on or before November 30, 1989, provided they do not conflict with or contradict GASB 
pronouncements.  The more significant of the Airport’s accounting policies are described below. 

Basis of Presentation
The Airport’s financial statements consist of a statement of net assets, a statement of revenue, expenses and 
changes in net assets, and a statement of cash flows. 

The Airport uses a single enterprise fund 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. 

Enterprise fund reporting focuses on the determination of the change in net assets, financial position and cash 
flows.  An enterprise fund may be used to account for any activity for which a fee is charged to external users 
for goods and services. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

Notes to the Financial Statements 
For the Year Ended December 31, 2004 

(Continued)

Note 2. Summary of Significant Accounting Policies (Continued) 

Measurement Focus
The enterprise fund is accounted for on a flow of economic resources measurement focus.  All assets and all 
liabilities associated with the operation of the Airport are included on the statement of net assets.  The 
statement of changes in net assets presents increases (i.e., revenues) and decreases (i.e., expenses) in net 
total assets.  The statement of cash flows provides information about how the Airport finances and meets the 
cash flow needs of its enterprise activity. 

Basis of Accounting
Basis of accounting determines when transactions are recorded in the financial records and reported on the 
financial statements.  The Airport’s financial statements are prepared using the accrual basis of accounting. 

Revenue is recorded on the accrual basis when the exchange takes place. Expenses are recognized at the 
time they are incurred. 

Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures.  
Accordingly, actual results could differ from those estimates. 

Cash and cash equivalents
For purposes of the statement of cash flows, the Airport considers all highly liquid investments with a maturity 
of three months or less (demand deposits with banks) to be cash equivalents.  During 2004, Airport 
investments were limited to interest bearing deposit accounts. 

Net Assets
Net assets represent the difference between assets and liabilities.  New assets invested in capital assets, net 
or related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding 
balance of any borrowing used for the acquisition, construction, or improvement of those assets.  Net assets 
are reported as restricted when there are limitations imposed on their use either through constitutional 
provisions or enabling legislation adopted by the Airport, or through external restrictions imposed by creditors, 
grantors, or laws or regulations of other governments.  The Airport’s policy is to apply restricted resources 
when an expense is incurred for purposes for which both restricted and unrestricted net assets are available.  
At year-end the airport had $202,038 in restricted net assets for other purposes. 

Operating revenues and expenses
Operating revenues are those revenues that are generated directly from primary activities.  For the Airport, 
these revenues are charges for services and other operating income.  Operating expenses are the necessary 
costs incurred to provide the goods or service that are the primary activity of the Airport.  Revenues and 
expenses not meeting these definitions are reported as non-operating. 

Grants
Grants received for the acquisition or construction of capital assets, are recorded as capital contributions 
when earned.  Grants are earned when costs relating to such capital assets, which are reimbursable under 
the terms of the grants, have been incurred. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

Notes to the Financial Statements 
For the Year Ended December 31, 2004 

(Continued)

Note 2. Summary of Significant Accounting Policies (Continued)

Capital Assets
Capital assets, including infrastructure assets, purchased or constructed by the Airport are recorded at original 
cost.  Land improvements, buildings, equipment and vehicles are depreciated using the straight-line method 
over the estimated useful lives of the assets.  A useful life of 40 years is used for land improvements and 
buildings, and 5 to 15 years is used for equipment and vehicles. 

Costs and related accumulated depreciation of capital assets sold or otherwise retired are removed from the 
accounts, and gains or losses on disposition are credited to or charged against income. 

Routine maintenance, repairs, renewals, and replacement costs are charged against income.  Expenditures 
which materially increase values or extend useful lives are capitalized. 

The Airport’s policy is to capitalize net interest on the enterprise fund construction projects until substantial 
completion of the project.  The amount of capitalized interest equals the difference between the interest cost 
associated with the tax-exempt borrowing used to finance the project, and the interest earned from temporary 
investments of the debt proceeds over the same period.  Capitalized interest is amortized on a straight-line 
basis over the estimated useful life of the asset.  For 2004 no interest costs were incurred on construction 
projects for the Airport. 

Note 3. Deposits 

The Ohio Revised Code classifies monies held by the Airport into three categories. 

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

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

c) 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 or deposit accounts 
including, but not limited to, passbook accounts. 

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

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

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

3. Written repurchase agreements in the securities listed above provided that the market value of 
the securities subject to the repurchase agreement exceeds 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; 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

Notes to the Financial Statements 
For the Year Ended December 31, 2004 

(Continued)

Note 3.  Deposits (Continued) 

4. Bonds and other obligation of the State of Ohio; 
5. No-load money market mutual funds consisting exclusively of obligations described in division (1) 

or (2) of this section and repurchase agreements secured by such obligations, provided that 
investments in securities described in this division are made only through eligible institutions; 
and,

6. The State Treasurer’s investment pool (STAROhio). 

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

Payment for investments may be made only upon delivery of the securities representing the investments to 
the Airport or, if the securities are not represented by certificate, upon receipt of confirmation of transfer from 
the custodian. 

Protection of the Airport’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC) and by a 
single collateral pool established by the financial institution to secure the repayment of all public monies 
deposited with the institution. 

At year-end, the carrying amount of the Airport’s deposits was $484,122 (which includes petty cash of $300) 
and the bank balance was $492,620.  Of the bank balance, $100,000 was covered by federal depository 
insurance and $392,620 was uncollateralized and uninsured.  Although the securities were held by the 
pledging financial institutions trust department or agent in the Airport’s name and all Ohio Revised Code 
requirements for the investment of money had been followed, noncompliance with federal requirements could 
potentially subject the Airport to a successful claim by the FDIC. 

GASB Statement No. 3, “Deposits with Financial Institutions, Investments (including Repurchase 
Agreements), and Reverse Repurchase Agreements” requires the Airport’s investments to be categorized to 
give an indication of the level of risk assumed by the Airport at year-end.  Category 1 includes investments 
that are insured or registered for which securities are held by the Airport or its agent in the Airport’s name.  
Category 2 includes uninsured and unregistered investments which are held by the counter-party’s trust 
department or agent in the Airport’s name.  Category 3 includes uninsured and unregistered investments for 
which the securities are held by the counter-party, or by its trust department or agent but not in the Airport’s 
name.  The Airport had no investments at year-end. 
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LORAIN COUNTY REGIONAL AIRPORT AUTHORITY 
LORAIN COUNTY 

Notes to the Financial Statements 
For the Year Ended December 31, 2004 

(Continued)

Note 4. Changes in Capital Assets 

Capital asset activity for the year ended December 31, 2004 was as follows: 

  Balance   Balance 
  12/31/03 Additions Deletions 12/31/04

Capital Assets, not being depreciated:
 Land $2,153,589 - - $ 2,153,589 
 Construction in progress  2,091,813 $3,293,449 $(184,457)   5,200,805
Total Capital Assets not being depreciated  4,245,402  3,293,449 (184,457)   7,354,394

Capital Assets, being depreciated: 
 Land improvements 5,227,789 184,457 (8,690) 5,403,556 
 Buildings 1,091,584 92,270 - 1,183,854 
 Equipment 476,233 1,899 (6,921) 471,211 
 Vehicles     193,908               -   (8,147)     185,761
Total Capital Assets being depreciated  6,989,514    278,626   (23,758)   7,244,382

Less accumulated depreciation: 
 Land improvements (2,639,911) (153,939) 3,690 (2,790,160) 
 Buildings (122,001) (31,954) - (153,955) 
 Equipment (346,568) (28,000) 6,921 (367,647) 
 Vehicles    (113,897)   (14,166)      8,147      (119,916)
Total Accumulated Depreciation (3,222,377) (228,059) 18,758 (3,431,678)
Capital Assets, Net $8,012,539 $3,344,016 $(189,457)  $11,167,098

Note 5. Receivables 

In the normal course of operating the Airport, credit is granted to Airport tenants and customers.  The Board 
believes no allowance for receivables doubtful of collection is necessary, and none has been provided. 

Note 6. Lease of Premises 

Various lease agreements have been entered into for office, hangar, and land rental through December 1, 
2018, with options to extend the lease terms.  Future base rental income for the leases as of December 31, 
2004 are as follows: 

   2005 $ 82,063 
   2006 84,768 
   2007 84,768 
   2008 84,768 
   2009 84,768 
   Thereafter 204,298 

A 99 year lease agreement has also been entered into for land rental of three parcels of land totaling 2.7105 
acres through the year 2078 and is renewable forever.  The lease provides for a base ground rental use of 
$7,289 adjusted upward yearly by a function of the Consumer Price Index.  For the year ended December 31, 
2004 rental income was $9,477. 

Various lease agreements have been entered into for office space on a month-to-month basis.  Rental income 
from these rentals was $1,836 for the year ended December 31, 2004. 
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Note 7. Compensated Absences 

The Airport allows employees to accumulate unused sick leave.  This policy provides that upon an 
employee’s death or retirement, the employee shall receive cash payment of one third of the value of his or 
her legally accrued and unused sick leave, to a maximum of 333 1/3 hours.  The sick leave conversion 
payment shall be based on the average of the employees base salary rates for the most recent three years.  
Sick leave benefits are accrued as a liability using the vested method.  In December 2004, the Board signed a 
new employment contract with the Airport Executive Director, which granted him, upon termination, one-third 
of his accumulated sick leave hours, at his then-current hourly rate, or his accumulated sick leave hours 
pursuant to the Airport’s policy, whichever is greater. 

At December 31, 2004 the liability for accrued vacation leave and sick leave is approximately $49,771. 

Note 8. Pension Plan 

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

OPERS provides retirement, disability, survivor and death benefits and annual cost of living adjustments to 
members of the traditional and combined plans.  Members of the member directed plan do not qualify for 
ancillary benefits.  Authority to establish and amend benefits is provided by Chapter 145 of the Ohio Revised 
Code. OPERS issues a stand-alone financial report that may be obtained by writing to OPERS, 277 E. Town 
St., Columbus, OH  43215-4642 or by calling (614) 222-6705. 

For the year ended December 31, 2004, the members of all three plans were required to contribute 8.5 
percent of their annual covered salaries.  The Airport’s contribution rate for pension benefits for 2004 was 8.55 
percent.  The Ohio Revised Code provides statutory authority for member and employer contributions.  The 
Airport’s contribution to OPERS for the years ending December 31, 2004, 2003 and 2002 was $36,269, 
$61,054 and $70,676 respectively, equal to the required contributions for those years. 

Note 9. Other Post Employment Benefits (OPEB) 

In addition to the pension benefits described in Note 8, OPERS provides post retirement health care 
coverage, in accordance with the Ohio Revised Code, to age and service retirees with 10 or more years of 
qualifying Ohio service credit and to primary survivor recipients of such retirees.  Health care coverage for 
disability recipients is available.  The health care coverage provided by the retirement system is considered an 
Other Post Employment Benefit as described in GASB Statement No. 12.  A portion of each employer's 
contribution to OPERS is set aside for the funding of post retirement health care.  The Ohio Revised Code 
provides statutory authority for employer contributions.  The 2004 local government employer contribution rate 
was 13.31 percent of covered payroll; 5.00 percent of covered payroll was the portion that was used to fund 
health care.  For the calendar year 2004 Airport contributions, equal to 4 percent of covered payroll was used 
to fund health care expenses. 
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Note 9. Other Post Employment Benefits (OPEB) (Continued) 

Benefits are advance-funded using the entry age normal actuarial cost method.  Significant actuarial 
assumptions, based on OPERS’s latest actuarial review performed as of December 2002, include a rate of 
return on investments of 8.00 percent, an annual increase in active employee total payroll of 4.00 percent 
compounded annually (assuming no change in the number of active employees) and an additional increase in 
total payroll of between .50 percent and 6.3 percent based on additional annual pay increases.  Health care 
premiums were assumed to increase 4.00 percent annually. 

All investments are carried at market.  For actuarial valuation purposes, a smoothed market approach if used. 
Assets are adjusted to reflect 25 percent of unrealized market appreciation or depreciation on investment 
assts annually. 

The number of active contributing participants in the traditional and combined plans was $364,881.  The 
actual contribution and the actuarially required contribution amounts are the same.  OPERS’s net assets 
available for payment of benefits at December 31, 2003, (the latest information available) were $10.5 billion.  
The actuarially accrued liability and the unfounded actuarial accrued liability were $26.9 billion and $16.4 
billion, respectively. 

In December 2001, the Board adopted the Health Care “Choices” Plan in its continuing effort to respond to the 
rise in the cost of Health Care.  The Choices Plan will be offered to all persons newly hired under OPERS 
after January 1, 2003, with no prior service credit accumulated toward health care coverage.  Choices, as the 
name suggests, will incorporate a cafeteria approach, offering a more broad range of health care options.  
The Plan uses a graded scale from ten to thirty years to calculate a monthly health care benefit.  This is in 
contrast to the ten-year “cliff” eligibility standard for the present Plan. 

The benefit recipient will be free to select the option that best meets their needs.  Recipients will fund health 
care costs in excess of their monthly health care benefit.  The Plan will also offer a spending account feature, 
enabling the benefit recipient to apply their allowance toward specific medical expenses, much like a Medical 
Spending Account. 

Note 10. Risk Management 

The Airport is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
injury to employees; and natural disasters.  Through Lorain County, the Airport is covered under the County 
Risk Sharing Authority, Inc. (CORSA).  CORSA is a risk sharing pool made up of thirty-nine counties in Ohio 
and was formed as an Ohio nonprofit corporation for the purpose of establishing the CORSA Insurance/Self-
Insurance Program, a group of primary and excess insurance/self-insurance and risk management program.  
CORSA insures the Airport for general liability, errors and omissions, property and automobile.  The Airport 
has purchased commercial insurance for aviation and airport and hangerkeepers liability.  The Airport also 
carries employee health and accident insurance and a bond on key management positions.  Settled claims 
resulting from these risks have not exceeded insurance coverage in any of the past three fiscal years. 

Note 11. Contingent Liabilities 

The Airport receives financial assistance from federal and state agencies in the form of grants.  The 
disbursement of funds received under these programs generally requires compliance with terms and 
conditions specified in the grant agreements and are subject to audit by the grantor agencies.  Any disallowed 
claims resulting from such audits may require refunding to the grantor agencies.  However, in the opinion of 
management, any such disallowed claims will not have a material effect on the financial statements included 
herein or on the overall financial position of the Airport as of December 31, 2004. 
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Note 12. Subsequent Event 

On April 28, 2005 the Lorain County Commissioners have passed a resolution to authorize the County 
Administrator and County Prosecutor’s office to take the necessary action in transferring all county airport 
assets from the direct control of the ownership of the Lorain County Airport Authority to the direct control and 
ownership of the County Commissioners. 
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 Pass Through Federal 
Federal Grantor/ Entity CFDA 
  Program Title Number Number Receipts Expenditures

Direct Program: 
Federal Aviation Administration 

     Airport Improvement Program  3-39-0048-1403  20.106        $1,650,574     $1,650,574 
     3-39-0048-1504            1,616,407       1,616,407 
     3-39-0048-1201                 15,013            15,013

Total Federal Financial Assistance           $3,281,994     $3,281,994

See accompanying notes to the schedule of federal awards receipts and expenditures. 
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NOTE A – SIGNIFICANT ACCOUNTING POLICIES 

The accompanying Schedule of Federal Awards Receipts and Expenditures (the Schedule) summarizes 
activity of the Lorain County Regional Airport Authority’s federal award program.  The Schedule has been 
prepared on the cash basis of accounting.

N/A – Not Applicable 

CFDA – Catalog of Federal Domestic Assistance
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER  
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

REQUIRED BY GOVERNMENT AUDITING STANDARDS

Board of Directors 
Lorain County Regional Airport Authority 
Lorain County 
44050 Russia Road 
Elyria, Ohio 44035 

We have audited the financial statements of the Lorain County Regional Airport Authority, Lorain County, 
Ohio (the Airport), a component unit of Lorain County, Ohio, as of and for the year ended December 31, 
2004, and have issued our report thereon dated May 16, 2005.  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 the Comptroller General of the United States’ Government Auditing 
Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Airport’s internal control over financial reporting 
to determine our auditing procedures in order to express our opinions on the financial statements and not 
to opine on the internal control over financial reporting.  Our consideration of the internal control would not 
necessarily disclose all matters in the internal control over financial reporting that might be material 
weaknesses.  A material weakness is a reportable condition in which the design or operation of one or 
more of the internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud in amounts material to the financial statements we audited may 
occur and not be timely detected by employees when performing their assigned functions.  We noted no 
matters involving the internal control over financial reporting and its operation that we consider material 
weaknesses.  In a separate letter to the Airport’s management dated May 16, 2005, we reported a matter 
involving internal control over financial reporting we did not deem a reportable condition. 

Compliance and Other Matters

As part of reasonably assuring whether the Airport’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect 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 an opinion.  The results of our tests disclosed 
no instances of noncompliance or other matters that we must report under Government Auditing 
Standards.
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We intend this report solely for the information and use of the management, the Board of Directors, federal 
awarding agencies, and pass-through entities.  It is not intended for anyone other than these specified 
parties. 

Betty Montgomery
Auditor of State 

May 16, 2005 
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INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO ITS MAJOR FEDERAL PROGRAM AND INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

Board of Directors 
Lorain County Regional Airport Authority 
Lorain County 
44050 Russia Road 
Elyria, Ohio 44035 

Compliance

We have audited the compliance of the Lorain County Regional Airport Authority, Lorain County, Ohio, (the 
Airport), a component unit of Lorain County, Ohio, with the types of compliance requirements described in 
the U.S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that apply to its 
major federal program for the year ended December 31, 2004.  The summary of auditor’s results section of 
the accompanying schedule of findings identifies the Airport’s major federal program.  The Airport’s 
management is responsible for complying with the requirements of laws, regulations, contracts, and grants 
applicable to each major federal program.  Our responsibility is to express an opinion on the Airport’s 
compliance based on our audit. 

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 OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to reasonably assure whether noncompliance occurred with the 
types of compliance requirements referred to above that could directly and materially affect major federal 
program.  An audit includes examining, on a test basis, evidence about the Airport’s compliance with those 
requirements and performing other procedures we considered necessary in the circumstances.  We believe 
our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal determination on 
the Airport’s compliance with those requirements. 

In our opinion, the Airport complied, in all material respects, with the requirements referred to above that 
apply to its major federal program for the year ended December 31, 2004. 

Internal Control Over Compliance

The Airport’s management is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.  In 
planning and performing our audit, we considered the Airport’s internal control over compliance with 
requirements that could directly and materially affect a major federal program to determine our auditing 
procedures for the purpose of expressing our opinion on compliance and to test and report on internal 
control over compliance in accordance with OMB Circular A-133.  
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses.  A material weakness is a reportable condition in 
which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that noncompliance with applicable requirements of laws, regulations, 
contracts and grants caused by error or fraud that would be material in relation to a major federal program 
being audited may occur and not be timely detected by employees when performing their assigned 
functions.  We noted no matters involving the internal control over compliance and its operation that we 
consider to be material weaknesses. 

We intend this report solely for the information and use of the management, Board of Directors, and 
federal awarding agencies and pass-through entities.  It is not intended for anyone other than these 
specified parties. 

Betty Montgomery 
Auditor of State 

May 16, 2005 
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1. SUMMARY OF AUDITOR’S RESULTS

(d)(1)(i) Type of Financial Statement Opinion Unqualified

(d)(1)(ii) Were there any material control 
weakness conditions reported at the 
financial statement level (GAGAS)? 

No

(d)(1)(ii) Were there any other reportable 
control weakness conditions reported 
at the financial statement level 
(GAGAS)?

No

(d)(1)(iii) Was there any reported material non-
compliance at the financial statement 
level (GAGAS)? 

No

(d)(1)(iv) Were there any material internal 
control weakness conditions reported 
for major federal programs? 

No

(d)(1)(iv) Were there any other reportable 
internal control weakness conditions 
reported for major federal programs? 

No

(d)(1)(v) Type of Major Programs’ Compliance 
Opinion

Unqualified

(d)(1)(vi) Are there any reportable findings 
under § .510? 

No

(d)(1)(vii) Major Programs (list): 
Airport Improvement Program/20.106 

(d)(1)(viii) Dollar Threshold: Type A/B Programs Type A: > $ 300,000 
Type B: all others

(d)(1)(ix) Low Risk Auditee? No

 2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
 REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS  

None

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None
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