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REPORT OF INDEPENDENT ACCOUNTANTS

Board of Trustees
Akron-Canton Regional Airport Authority
North Canton, Ohio

We have audited the accompanying financial statements of the Akron-Canton Regional Airport
Authority as of and for the year ended December 31, 2003, aslisted in the table of contents. These
financial statements are the responsibility of the Authority's management. Our responsibility isto
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
requirethat we plan and perform the audit to obtain reasonable assur ance about whether the basic
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosuresin the basic 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 providesareasonable basisfor our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, thefinancial position of the Authority as of December 31, 2003, and the respective changes
in financial position and cash flows, where applicable for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

As described in Note 11, during the year ended December 31, 2003, the Authority implemented a
new financial reporting model, asrequired by the provisions of Government Accounting Standards
Board Statement No. 34, Basic Financial Statements —and Management’s Discussion and Analysis —
for State and Local Governments.

Management’s Discussion and Analysisisnot a required part of the basic financial statements, but
is supplementary information the Governmental Accounting Standards Board requires. We have
applied certain limited procedures, which consisted principally on inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated April 9,
2004 on our consideration of the Authority'sinternal control over financial reporting and our tests
of its compliance with certain provisions of laws, regulations, contracts and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should beread in conjunction with thisreport in considering the results of our audit.
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Our audit was made for the purpose of forming an opinion on the basic financial statements of the
Akron-Canton Regional Airport Authority taken as a whole. The accompanying schedule of
federal awar ds expendituresis presented for the purposes of additional analysisasrequired by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and isnot arequired part of the basic financial statements. Such information
as been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects, in relation to the basic financial
statementstaken asawhole.

CharlesE. Harris & Associates, Inc.
April 9, 2004



AKRON —CANTON REGIONAL AIRPORT

MANAGEMENT'S DISCUSSION AND ANALY SIS
FOR THE YEAR ENDED DECEMBER 31,2003

The Airport

The Akron — Canton Regional Airport, (the “Airport™) is the second busiest airport in northeast
Ohio. The Airport opened its doors in 1948 with passenger traffic of 43,042 passengers. Today
the Airport accommodates more than 1,100,000 passengers annually.

The Airport offers 40 flights a day to 10 different cities from which travelers can connect to just
about anywhere. The Airport is currently expanding its terminal and gate area to accommodate
the increase in passenger traffic.

New Accounting Standards

In June 1999, the Government Accounting Standards Board (the “GASB”) issued Statement No.
34, Basic Financial Statements — and Management’s Discussion and Analysis — for State and
Local Governments. This statement established a new reporting format for annual financial
statements of governmental units. The Airport implemented the provisions of these statements
for the year ended December 31, 2003.

The following discussion and analysis provides an overview of the Airport’s financia activities
and should be read in conjunction with the Airport’s financial statements, which begin on page 8.
Since thisis atransition year for the new format, only one year of information is presented in the
audited financia statements. For comparative purposes, we have restated the prior year financia
information and included it in this section. Beginning next year, the financial statements will
display two years of comparative information.

Overview of Financial Statements

The financial statements are presented in accordance with the accounting principles generally
accepted in the United States of America, including GASB Statements No. 34. The statements
are:

» Statement of Net Assets
» Statement of Revenues, Expenses, and Changesin Net Assets
» Statement of Cash Flows

The statements are prepared on the accrual basis and presented all assets and liabilities of the
Airport, both financial and capital, and short and long — term. They aso present revenues and
expenses of the Airport during the year, regardiess of when cash was received or paid.
Collectively, the statements provide information regarding the Airport’s financial condition as of
December 31, 2003, and the results of its operations and cash flows for the year then ended.



Financial Highlights

As of December 31, 2003, the Airport’s net assets increased $8,192,730. Operating revenues
increased $996,939 due mainly due to increased parking fees, and passenger traffic. Federal and
State grant activity decreased $1,977,085 from 2002. Operating expenses increased $3,034,038
principally due to increased staff and increased maintenance to the facility. Also depreciation
expenses were considered an operating expense in 2003 as opposed to 2002.

Statement of Net Assets

The Statement of Net Assets includes all assets and liabilities of the Airport using the accrual
basis of accounting, which is similar to the accounting used by most private — sector institutions.
Condensed information from the Airport’s statements of net assets, including comparative data

from 2002 is asfollows:

ASSETS
Current Assets

Assets Restricted for Airport
I mprovement Projects

Noncurrent Assets
Total Assets
LIABILITIES
Current Liabilities
Noncurrent Liabilities
Total Liabilities
NET ASSETS

Net Assets

Total Liabilitiesand

Net Assets

Assets

Total assetsincreased $11,217,568 from 2002 due to the following factors.

» Baggage Claim Expansion finished as well new parking lots and runway 1/19 extension.

2003 2002
998,016 $ 732,321
1,499,994 1,154,027
70,534,033 59,928,127
73,032,043 $ 61,814,475
1,064,992 $ 1,712,226
4,999,684 1,327,612
6,064,676 3,039,838
66,967,367 58,774,637
73,032,043 $ 61,814,475

» Land acquisition for current projects and future improvements

* Replacement of outdated equipment with new equipment
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Liabilities
Total liabilities increased $3,024,838 principally due to the following factors:

* Increased borrowing through loans and line of credit on construction projects.

* Accrued and withheld items increased from year-end 2002.

» Accounts payable remaining at year-end increased over that of year-end 2002, due to the
construction.

Statement of Revenues, Expenses and Changesin Net Assets

The Statement of Revenues, Expenses, and Changes in Net Assets presents the operating results
of the Airport, as well as the non - operating revenues and expenses. Federal Grant and PFC
income are considered non — operating revenues. Condensed information from the Airport’s
Statement of Revenues, Expenses, and Changes in Net Assets, including comparative data from
2002 isasfollows:

2003 2002
Operating Revenues $ 6,401,745 $ 5,404,806
Operating Expenses (inc. Dep. Exp.) 7,781,932 6,626,925
Operating I ncome (L 0ss) (1,380,187) (1,222,119)
Net Non-Operating Revenues (Expenses) 9,572,917 10,465,306
Changein Net Assets 8,192,730 9,243,187
Net Assets (Deficit) Beginning of Year 58,774,637 49,531,450
Net Assets (Deficit) End of Year $ 66,967,367  $ 58,774,637

Operating Revenues

The increase in passenger traffic and air service created an increase in revenue year over year.
The record number of passengers generated more revenue from the concession, airlines, car
rental and the parking lot. The parking lot is the greatest revenue producing area at the Airport.
New air service, and the aircraft utilized caused the landing fee revenues to increase. All other
sources of revenue were even with last year.

Operating Expenses
The main increase in operating expenses was the increase in personnel during the course of the
year. The Airport hired new employees to keep up with the demands of running the Airport

facility. The Airport also added a new baggage claim during the year. This new area and others
caused material and supply cost as well as utility cost to increase from last year. Gas and Oil cost
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were also up due to the price of these items. Contract services went down due to the additional
employees.

Non-Operating Revenues

The Airport received less Federal Funding in 2003 primarily due to the amount of construction
that took place during the year. These Federal Funds refer to federal grants received by the
Airport. PFC (Passenger Facility Charge) Funding was up considerable compared to year-end
2002, due to the increase in passengers using the Airport.

Budget Summary

The annual budget is the main document used to comply with this regulation. The budget
estimates revenues and expenditures for the year and helps track the actual progress. The Airport
Authority is not required to follow the budgetary requirements of the Ohio Revised Code.

Capital Asset and Long-term Debt Activity

The Airport Authority’s capital asset activities consist of various construction projects, including
a baggage claim expansion, extending and shifting runways and Gate Concourse rehabilitation.
Its debt is administered via loan agreements with the Ohio Department of Transportation
(ODQOT) whereby ODOT agreed to loan the Authority a total of $5,010,000 for the purpose of
assisting in the financing of the Baggage Claim Expansion Project of which $4,999,684 was
outstanding as of December 31, 2003.

Contacting the Airport’s Management

This financia report is designed to provide our users, investors and creditors with a general
overview of the Airport Authority’s finances and to show the Airport Authority’s accountability
for the money it receives. If you have questions about this report or need additional financial
information contact Rick McQueen, Assistant Director at the Akron Canton Regional Airport,
5400 Lauby Road NW, North Canton, Oh. 44720.



STARK AND SUMMIT COUNTIES, OHIO
STATEMENT OF NET ASSETS
Proprietary Fund
As of December 31, 2003

ASSETS

Current Assets

Cash

Investments

Accounts Receivable
Trade
Federal Funds

Prepaid Expenses and Other
Current Assets

Current Portion of Note Receivable

Total Current Assets

Assets Restricted for Airport
Improvement Projects

Cash and Cash Equivalents

Investments

Passenger Facility Charges Receivable

Total Assets Restricted for Airport
Improvement Projects

Noncurrent Assets

Long-term Portion of Note Receivable
Airport Improvement Projects-in-progress
Land and Land Improvements

Paving

Buildings

Vehicles and Equipment

Utility Systems

Less Accumulated Depreciation

Total Noncurrent Assets

Total Assets

$

AKRON-CANTON REGIONAL AIRPORT AUTHORITY

448
372,210

391,028
172,327

39,857
22,146

998,016

398,565
915,756
185,673

1,499,994

276,073
27,805,240
22,356,501
22,077,815
14,875,747
11,712,995

550,481

(29,120,819)

70,534,033

73,032,043




AKRON-CANTON REGIONAL AIRPORT AUTHORITY

STARK AND SUMMIT COUNTIES, OHIO
STATEMENT OF NET ASSETS (continued)
Proprietary Fund
As of December 31, 2003

LIABILITIES
Current Liabilities
Trade Accounts Payable $ 386,412
Projects Payable 215,064
Accrued Payroll Expenses 419,462
Accrued Real Estate Taxes 44,054
Total Current Liabilities 1,064,992
Long Term Liabilities
Due In More Than One Year 4,999,684
Total Long Term Liabilities 4,999,684
Total Liabilities $ 6,064,676
NET ASSETS
Capital Assets Net of Related Debt $ 65,258,276
Restricted for Airport Improvement Projects 1,495,633
Unrestricted 213,458
Total Net Assets 66,967,367

Total Liabilities and

Net Assets $ 73,032,043

See accompanying notes to the basis financial statements



AKRON-CANTON REGIONAL AIRPORT AUTHORITY

Statement of Revenue, Expenses and Changes in Fund Net Assets

Proprietary Fund

For the Year Ended December 31, 2003

Operating Revenues
Charges for Services

Rent

Parking

Other Operating Revenues

Total Operating Revenues

Operating Expenses
Salaries

Fringe Benefits
Purchased Services
Materials and Supplies
Administrative
Depreciation

Total Operating Expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses)
Non-Operating Federal Funds

Non-Operating Passenger Facility Charge Revenue
Interest

Gain on Disposal of Fixed Assets

Total Non-Operating Revenues

Change in Net Assets

Net Assets (Deficit) Beginning of Year

Net Assets (Deficit) End of Year

See accompanying notes to the basic financial statements

$

2,863,357
417,444
2,841,619
279,325

6,401,745

1,855,871
768,143
1,530,960
441,121
1,064,436
2,121,401

7,781,932

(1,380,187)

7,038,994
2,511,200
19,387
3,336

9,572,917

8,192,730

58,774,637

66,967,367




AKRON-CANTON REGIONAL AIRPORT AUTHORITY
COMBINED STATEMENT OF CHANGES IN CASH FLOWS
Proprietary Fund
For the Year Ended December 31, 2003

Cash flows from operating activities:

Cash Received from Customers $ 6,267,959

Cash Paid for Goods and Services (3,976,173)

Cash Paid to Employees (2,585,377)
Net cash provided/(used) for operating activities $ (293,591)
Cash flows from capital and related financing activities:

Receipts from Passenger Facility Charge $ 2,511,200

Grants 7,038,994

Acquisition and Construction of Capital Assets (12,495,924)

Proceeds From State Infrastructure Bank Loan 3,672,072

Gain on Disposal of Fixed Assets 3,336
Net cash provided/(used) for capital and related

financing activities $ 729,678
Cash flows from investing activities:

Investments $ (455,474)

Interest 19,387
Net cash provided/(used) for investing activities $ (436,087)

Net increase in cash and cash equivalents -

Cash and cash equivalents, January 1, 2003 448

Cash and cash equivalents, December 31, 2003 $ 448

Reconciliation of Operating Income (loss) to Net Cash
Provided By (Used For) Operating Activities

Net operating income/(loss) $ (1,380,187)
Adjustments:
Depreciation expense 2,121,401
(Increase)/decrease in assets:
Accounts receivable (133,786)
Note receivable (251,982)
Prepaid Expenses and Other
Current Assets (5,393)
Increase/(decrease) in liabilities:
Trade Accounts Payable 338,391
Projects Payable (951,110)
Accrued Payroll Expenses 38,637
Accrued Real Estate Taxes 3,590
Deferred Employee Benefits (73,152)
Total Adjustments 1,086,596
Net cash provided/(used) for operating activities $ (293,591)
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. DESCRIPTION OF THE ENTITY

Akron-Canton Regional Airport (the Airport) was founded in 1946, asagovernmental entity, for the purpose
of operating an airport facility serving commercial carriers and industrial concerns. The Akron-Canton
Regional Airport Authority (the Authority) was created by resolution of the County Commissioners of Stark
and Summit Counties of Ohio in 1964. The Authority is governed by a Board of Trustees consisting of
representatives from both Stark and Summit Counties.

B. BASIS OF ACCOUNTING

The Authority uses Fund accounting to report on itsfinancial position and the results of its operations. Fund
accounting is designed to demonstrate legal compliance and to aid financial management by segregating
transactions related to certain Authority functions or activities.

A fund is defined as afiscal and accounting entity with a self balancing set of accounts recording cash and
other financial resources, together with al related liabilities and residual equities or balances, and changes
therein, which are segregated for the purpose of carrying on specific activities or attaining certain objectivesin
accordance with specia regulations, restrictions or limitations.

For financial statement presentation purposes, the Authority has onefund which is categorized asaproprietary
fund. Proprietary funds are used to account for the Authority's ongoing activities which are similar to those
found in the private sector. The following isthe Authority’s proprietary fund type:

Enterprise Fund - A fund used to account for operationsthat arefinanced and operated in amanner similar to
private business enterprises where the intent is that costs (expenses, including depreciation) of providing
servicesto the genera public on acontinuing basis be financed or recovered primarily through user chargesor
where it has been decided that periodic determination of revenues earned, expenses incurred, and/or net
income is appropriate for capital maintenance, public policy, management control, accountability or other
purposes.

The accounting and financial reporting treatment applied to the Authority’s fund is determined by their
measurement focus. The Authority's fund is a enterprise fund which uses a flow of economic resources
measurement focus. This measurement focus emphasi zesthe determination of net income. The Authority uses
the accrual basis of accounting, which records revenue when earned and measurable and expenses when the
liability isincurred. Revenues subject to accrual are charges for services.

In the preparation of itsfinancia statements, the Authority conforms to the Generally Accepted Accounting
Principles as prescribed in statementsissued by the Governmental Accounting Standards Board (GASB) and
other authoritative sources. The Authority’s financia statements have been prepared in accordance with
GASB Statement No. 20, “ Accounting and Financial Reporting for Proprietary Fundsand Other Governmental
Entitiesthat Use Proprietary Fund Accounting.” The Authority applies Financial Accounting Standards Board
Statements and Interpretations provided that they do not conflict with GASB Statements and Interpretations.
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

B. BASIS OF ACCOUNTING - (continued)

The following information summarizes the accounting basis:

Property and Equipment — Substantially all of the Authority’ sgroundsand runwayswere contributed by the
U.S. Government at thetimethe Airport wasfounded. These assetswererecorded at their estimated fair value
as of the date the contributions were made. Property and equipment acquired subsequent to the Airport’s
inceptioniscarried at cost. Renewals and bettermentsare capitalized. The cost of maintenanceand repairsare
charged to expense accounts as incurred. Depreciation is computed using the straight-line method over the
following estimated useful lives:

Paving 2-30 years
Buildings 3-30 years
V ehicles and equipment 3-20 years
Utility systems 3-20 years

Compensated Absences — The Authority accounts for compensated absences in accordance with GASB
Statement No. 16. Sick leave and other compensated absences with similar characteristics are accrued as a
liability based on the sick leave accumulated at the Statement of Net Assets date by those employees who
currently are eligible to receive termination payments. To calculate the liability, those accumulations are
reduced to the maximum amount allowed as atermination payment. All employeeswho meet thetermination
policy of the Authority for years of service areincluded in the cal culation of the compensated absences accrua
amount.

Vacation leave and other compensated absences with similar characteristics are accrued as aliability as the
benefits are earned by the employees if both of the following conditions are met:

1. Theemployees rightsto receive compensation are attributable to services already rendered and are
not contingent on a specific event that is outside the control of the employer and employee.

2. ltisprobablethat the employer will compensate the employeesfor the benefits through paid time off
or some other means, such as cash payments at termination or retirement.

AssetsRestricted for Airport Improvement Projects— Cash and cash equivaents, and investmentsfunded
by federal grant monies, along with passenger facility charges receivable, are restricted for use in various
Airport Improvement Projects. Such deposits, along with passenger facility charges receivable, are not
available for use in the general operations of the Authority.

Statement of Cash Flows— The Statement of Cash Flows are presented in accordancewith GASB Statement
No. 9. The Authority considersall highly liquid investments with amaturity of three monthsor lessto be cash
equivalents. Cash equivaents consist of certificates of deposit as of December 31, 2003. In accordance with
GASB Statement No. 9, the Authority has elected to treat restricted cash equivalents asinvestments for cash
flow reporting purposes.

There were no cash payments for income taxes during the year ended December 31, 2003.

Accounting and Reporting for Nonexchange Transactions - The Authority accounts for nonexchange
transactions in accordance with GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions. Nonexchange Transactions occur when the Authority receives (or gives)
something of value without giving (or receiving) equal vauein return. Assuch, and in conformity with GASB
Statement No. 33, the Authority has recognized grant funds expended for capitaizable property and equipment
as revenues and the related depreciation thereon, as expenses in the accompanying financial statements.
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

B. BASIS OF ACCOUNTING - (continued)

Use of Accounting Estimates — Management uses estimates and assumptions in preparing financia
statements in accordance with Generally Accepted Accounting Principles (GAAP). Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenue and expenses. Actual results could vary from the estimatesthat were used.

Federal Income Tax — No provision or credit has been made in the accompanying financia statements for
federal or state income taxes as the Authority is not subject to taxation.

DEPOSITSAND INVESTMENTS

At December 31, 2003, the carrying amount of the Authority's depositswas $1,311,531, and the bank balance
was $1,763,003.

The Authority's investments are categorized below to give an indication of the level of risk assumed by the
entity at year-end. Category 1 includesinvestmentsthat areinsured or registered or for which the securitiesare
held by the Authority. Category 2 includes uninsured and unregistered investmentsfor which the securitiesare
held by the broker's or dealer's trust department or agent in the Authority's name. Category 3 includes
uninsured and unregistered investments for which the securities are held by the broker or by its trust
department but not in the Authority's name.

As of December 31, 2003, the bank balance consisted of $1,222,247 in demand deposits and $540,756 in
certificates of deposits. Therewas also abalance of $375,000 in repurchase agreements, whichisconsidered a
category 3investment. Of thebank balance, $200,000 was collaterized by FDIC insurance and the remaining
$1,563,003 was secured by pooled collateral pledged by various banks.

LOAN RECEIVABLE

In February 2002 the Authority entered into a “Concession Agreement” with a Concessionaire of food,
beverage and merchandise. Aspart of thisagreement, the Authority has agreed to loan the Concessionaire up
to $300,000 for the purpose of compl eting concession arearenovations. Theterm of thisloan isten years, with
principal and interest at 6.5% per annum, payable monthly. As of December 31, 2003, $298,219 is
outstanding with $22,146 in principal considered current receivables and the remainder consider long-term
receivables.

INSURANCE COVERAGES

As of December 31, 2003, theAuthority had general liability insurance coverage of $50,000,000 for each
occurrence and in the aggregate; director and officer liability coverage of $1,000,000 per loss and in the
aggregate; vehicleliability coverage with acombined singlelimit of $1,000,000; and public officials' coverage
of $1,000,000 per loss and in the aggregate. The risks of 1oss exposed to the Authority includes theft, fire,
errorsand omissions, and generadl liability. There hasbeen no reduction ininsurance coverage during the year
ending December 31, 2003. Settlement cost did not exceeded coverage limits during the year.
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

VACATION BENEFITS

Employees hired on or before January 1, 1996 earn two weeks of vacation annudly duringtheir first five years
of service plus an additional week for every five years thereafter, up to amaximum of six weeks. Employees
hired after January 1, 1996 can earn a maximum of five weeks of vacation. Vacation leave may, upon
approval, be carried over for up to two years. As of December 31, 2003, the accrual for vacation benefits
totaled $183,792 and is included in the Accrued Payroll Expense in the accompanying Statement of Net
Assets.

DEFINED BENEFIT PENSION PLAN

The employees of the Authority are covered by the Ohio Public Employees Retirement System. The State of
Ohio accounts for the activities of the retirement system and the amounts of this fund is not reflected in the
accompanying financial statements.

Ohio Public Employees Retirement System (OPERS) - The Ohio Public Employees Retirement System
(OPERS) administers three separate pension plans. The Traditional Pension Plan (TP) is a cost-sharing
multiple-employer defined benefit pension plan. The Member-Directed Plan (MD) isadefined contribution
plan in which the member invests both member and employer contributions (employer contributionsvest over
fiveyearsat 20% per year). Under the Member-Directed Plan members accumulate retirement assetsequal to
the value of member and (vested) employer contributions plus any investment earnings thereon. The
Combined Plan (CO) isacost-sharing multiple-empl oyer defined benefit pension 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 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 and disability, survivor and death benefits and annual cost of living adjustments
to the Traditional Plan and Combined Plans. Members of the Member-Director Plan do not qualify for
ancillary benefits. Authority to establish and amend benefitsis provided by state statute per Chapter 145 of
the Ohio Revised Code.

OPERS issues a stand alone financia report. Interested parties may obtain a copy by making a written
request to 277 East Town Street, Columbus, Ohio 43215-4642 or by calling (614) 222-6705 or 1-800-222-
7377.

The Ohio Revised Code provides statutory authority for employee and employer contributions. The employee
contribution rate for 2003 was 8.5 % for employees other than law enforcement. The 2003 employer
contribution rate was 13.55% of covered payroll. The Authority's contributions for pension obligations to
OPERS for the years ended December 31, 2003, 2002, and 2001 were $241,589 $219,467, and $199,467;
respectively.

POST-EMPLOYMENT BENEFITSOTHER THAN PENSION BENEFITS

Ohio Public Employees Retirement System—Ohio Public Employees Retirement System administersthree
separate pension plans: The Traditional Pension Plan (TP) isa cost-sharing multiple-employer defined benefit
pension plan; the Member-Directed Plan (MD) isadefined contribution plan; and the Combined Plan (CO) is
acost-sharing multiple-employer defined benefit pension plan that has elements of both adefined benefit and
defined contribution plan.
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

POST-EMPLOYMENT BENEFITSOTHER THAN PENSION BENEFITS (continued)

OPERS providesretirement, disability, survivor and post-retirement health care benefitsto qualifying members
of both the Traditional and the Combined Plans; however, health care benefits are not statutorilly guaranteed.
Members of the Member-Directed Plan do not qualify for ancillary benefits, including post-employment health
carecoverage. Inorder to qualify for post-retirement health care coverage, age and serviceretirees must have
10 or more years of qualifying Ohio Service credit. Health care coveragefor disability recipientsand primary
survivor recipientsisavailable. The health care coverage provided by the retirement system is considered an
Other Postemployment Benefit (OPEB) as described in GASB Statement No. 12.

The assumptions and cal culations bel ow were based on the System’ slatest Actuarial Review performed as of
December 31, 2002. An entry-age normal actuarial cost method of valuation isused in determining the present
value of OPEB. The difference between assumed and actual experience (actuarial gains and losses) becomes
part of the unfunded actuarial accrued liability. All investments are carried at market value. For actuarial
valuation purposes, a smoothed market approach is used. Under this approach assets are adjusted to reflect
25% of unrealized market appreciation or depreciation on investment assets annually. The investment
assumption ratefor 2002 was 8.0%. Anannual increase of 4.0% compounded annually, isthe base portion of
the individual pay increase assumption. This assumes no change in the number of active employees.
Additionally, annual pay increases, over and above the 4% base increase, were assumed to range from 0.50%
to 6.30%. Health care costs were assumed to increase 4.00 annually. OPEBSs are advance-funded on an
actuarilly determined basis. At year-end 2003, the number of active contributing participantsin the Traditiona
and Combined Plans totaled 364,881. The Authority’s contribution to fund postemployment benefits was
$89,146.

$10.0 billion represents the actuaria value of the Retirement System’s net assets available for OPEB at
December 31, 2002. The actuarially accrued liability and the unfunded actuaria accrued liability, based onthe
actuarial cost method used, were $18.7 billion and $8.7 billion, respectively.

In December 2001, the Board adopted the Health Care“ Choices’ Plan initscontinuing effort to respond tothe
rise in the cost of health care. The Choices Plan will be offered to al persons newly hired in an OPERS
covered-position after January 1, 2003, with no prior service credit accumulated toward health care coverage.
Choices, asthe name suggest, will incorporate a caf eteria approach, offering amore broad range of hedth care
options. The plan uses agraded scale from ten to thirty yearsto calculate amonthly health care benefit. This
isin contrast to the ten-year “cliff” eligibility standard for the present plan.

The benefit recipient will be free to select the option that best meetstheir 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 his or her allowance toward specific medical expenses, much like a
Medical Spending Account.

In response to the adverse investment returns experienced by OPERS from 2000 to 2002 and the continued
staggering rate of health careinflation, the OPERS Board, during 2003, considered extending “ Choices’ type
cost cutting measures to all active members and benefit recipients. As of this date, the Board has not
determined the exact changes that will be made to the health care plan. However, changes to the plan are
expected to be approved by the summer of 2004.
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

DEFERRED EMPLOYEE BENEFITS

Deferred employee benefits consist exclusively of accrued sick leave. Full-time employees accumulate ten
hours of sick leavefor each completed month in active pay status. Part-time employeesaccruesick leaveona
proportionate basis. Upon retirement, employees are paid for accrued sick leave, up to a maximum of 960
hours. Employees qualify for this payment upon retirement by having at least five years service with the
Authority and being eligible to receive OPERS retirement benefits. Asof December 31, 2003, no employees
fulfill these requirements thus the deferred employee benefits liability is $0. The expense paid for the year
ended December 31, 2003 total $46,822 and isincluded in “fringe benefits’ in the accompanying Statement of
Activities.

LINE OF CREDIT

As of December 31, 2003, the Authority had an unused line of credit available from abank for $1,500,000.
Thisline of credit is payable on demand and bears interest at a variable rate adjusted quarterly, based on a
predetermined index. The credit line is secured by balances in certain bank accounts.

STATE INFRASTRUCTURE BANK LOAN

In September of 2002, the Authority entered into a loan agreement with the Ohio Department of
Transportation (ODOT) whereby ODOT agreed to loan the Authority atotal of $5,010,000 for the purpose of
assisting in the financing of the Baggage Claim Expansion Project. Asof December 31, 2003, $4,999,684 was
outstanding under thisloan agreement. Theloan bearsinterest at arate of 3% annually beginning in October
of 2004. Payments of $473,200 (including interest) are due semiannually, beginning in April of 2005.

CHANGESIN ACCOUNTING PRINCIPLES, AND RESTATEMENTSOF FUND BALANCE AND

NET ASSETS

Changesin Accounting Principles - For thefiscal year 2003, the Authority hasimplemented GASB No. 34,
“Basic Financia Statements—and Management Discussion and Analysis—for State and Local Governments’,
GASB No. 37, “Basic Financial Statements for State and Local Governments: Omnibus’, GASB No. 38,
“Certain Financial Statement Note Disclosures’, GASB No. 41, “Budgetary Comparison Schedules -
Perspective Differences — an amendment of GASB Statement No. 34", and GASB Interpretation No. 6,
“Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial
Statements.” At December 31, 2003, there was no effect on fund balances asaresult of implementing GASB
Statements No. 34, 37, 38, 41 and Interpretation 6.
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13.

AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

AIRPORT IMPROVEMENT PROJECTS-IN-PROGRESS

Airport Improvement Projects-in-Progress consists of expendituresfor capitalized improvementsor additions
to the Authority’ sfacilities. The cost of completed projectsistransferred to property and equipment accounts
and depreciated over the estimated useful lives of the projects as of the date of completion. Airport

Improvement Projects-in-Progress consist of the following at December 31, 2003:

Source of Funding Total Cost of
Federal Grants State/L ocal Projects-In-
Description of Project Funding Progress
AP #28 — Rel ocate access roads, extend and
improve runways, acquire land for
development, improve drainage and acquire
equipment $6,918,734 $579,352 $7,498,086
AIP #29 — Shift and extend runway 447,248 49,697 496,945
AIP #31 - Shift and extend runway 8,310,897 925,435 9,236,332
AlIP #32 — Security upgrades for terminal 187,965 3 187,968
AIP #33 - Shift and extend runway 2,708,190 386,069 3,094,259
AIP#34 —Environmental assessment runway
5/23 1,020 114 1,134
AIP #35 — Gate Concourse rehab phase | 1,029,552 392,903 1,422,455
AlP #38 - Gate Concourse rehab phase 1 2,028 107 2,135
Baggage Claim Expansion - 5,339,461 5,339,461
Employee Parking Lot B - 443,397 443,397
Various Other Projects - 83,068 83,068
Tota $19,605,634 $8,199,606 $27,805,240
CAPITAL ASSETS
Capital asset activity for the year ended December 31, 2003:
Balance Balance
Category 12/31/2002 Additions Retirements 12/31/2003
Airport Improvement
Projects-in-Progress $17,433,983 $12,654,046 $(2,282,789) $27,805,240
Land and Land Improvements 22,216,075 141,422 (996) 22,356,501
Paving 21,354,537 925,858 (202,580) 22,077,815
Buildings 13,894,323 981,424 - 14,875,747
Vehicles and Equipment 11,520,307 227,343 (34,655) 11,712,995
Utility Systems 550,481 - - 550,481
Accumulated Depreciation (27,087,816) (2,597,887) 564,884 (29,120,819)
Totas $59,881,890 $12,332,206 $(1,956,136) $70,257,960




AKRON-CANTON REGIONAL AIRPORT AUTHORITY
STARK AND SUMMIT COUNTIES, OHIO
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ending December 31, 2003

14. NONCANCELLABLE LEASES

The Authority |eases space, hangars, counters, gates, etc. to various entities under noncancellable operating
lease agreements. Future minimum rentals as of December 31, 2003 under such agreements are as follows:

Y ear Ending December 31, Amount
2004 $1,625,104

2005 1,291,654

2006 666,319

2007 357,343
Theresfter 16,784,342

Total Payments $20,724,762
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
Schedule of Federal Awards Expenditures
For the Year Ended December 31, 2003

Pass Through

Entity CFDA Receipts Program
Federal Grantor/Program Title Number Number Recognized Expenditures
U.S. Department of Transportation
Airport Improvement Project - #28 3-39-0001-2801 20.106 410,877 $ 458,941
Airport Improvement Project - #29 3-39-0001-2901 20.106 4,161 4,041
Airport Improvement Project - #30 3-39-0001-3001 20.106 94,850 0
Airport Improvement Project - #31 3-39-0001-3102 20.106 2,504,365 2,623,194
Airport Improvement Project - #32 3-39-0001-3202 20.106 181,976 181,978
Airport Improvement Project - #33 3-39-0001-3302 20.106 2,813,213 3,094,258
Airport Improvement Project - #34 3-39-0001-3403 20.106 0 225
Airport Improvement Project - #35 3-39-0001-3503 20.106 1,029,552 1,143,146
Total U.S. Department of Transportation 7,038,994 7,505,783
Total Federal Expenditures 7,038,994 $ 7,505,783

See accompanying Notes to the Schedule of Federal Awards Expenditures
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Akron Canton Regional Airport Authority
Notesto the Schedule of Federal Awards Expenditures
For the Year Ended December 31, 2003

Significant Accounting Policies

Theaccompanying schedule of feder al awar dsexpendituresisa summary of theactivity of the
Authority’s federal award programs. The schedule has been prepared on the cash basis of
accounting. Consequently, certain revenues are recognized when received rather than when
earned and certain expenditures are recognized when paid rather than the obligation is
incurred.

M atching Requirements

Certain federal programsrequirethat the Authority contribute non-federal funds (matching
funds) to support thefederally-funded programs. Theexpenditureof non-federal fundsisnot
included on this schedule.

20



Rockefeller Building

614 W Superior Ave Ste 1242

Cleveland OH 44113-1306
Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

REPORT ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTSPERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

TheBoard of Trustees
Akron-Canton Regional Airport Authority
North Canton, Ohio

Wehaveaudited thebasic financial statementsof the Akron-Canton Regional Airport Authority, (the Authority)
asof and for theyear ended December 31, 2003, and haveissued our report thereon dated April 9, 2004, wherein
wenoted the Authority adopted Gover nment Accounting StandardsBoar d Statement No. 34. Weconducted our
audit in accordancewith auditing standar dsgener ally accepted in theUnited Statesof Americaand the standar ds
applicabletofinancial auditscontained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Compliance

Aspart of obtaining reasonable assurance about whether the Authority’sbasic financial statements ar e free of
material misstatement, we perfor med testsof itscompliancewith certain provisionsof laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the deter mination of financial
statement amounts. However, providing an opinion on compliancewith those provisionswasnot an objective of
our audit and, accordingly, we do not express such an opinion. Theresultsof our testsdisclosed no instances of
noncompliancethat arerequired to be reported under Government Auditing Standards.

Internal Controls Over Financial Reporting

In planning and per for ming our audit, we considered the Authority’sinternal control over financial reportingin
order to determine our auditing procedures for the purpose of expressing our opinion on the basic financial
statementsand not to provide assuranceon theinternal control over financial reporting. Our consider ation of the
internal control over financial reporting would not necessarily disclose all mattersin theinternal control over
financial reporting that might be material weaknesses. A material weaknessisa condition in which thedesign or
operation of oneor mor e of theinternal control componentsdoesnot reducetoarelatively low level therisk that
misstatementsin amountsthat would bematerial in relation to thefinancial statementsbeing audited may occur
and not be detected within a timely period by employees in the normal course of performing their assigned
functions. Wenoted no mattersinvolving theinternal control over financial reporting and itsoperation that we
consider to bematerial weaknesses. However, wenoted certain other matter sinvolving theinter nal control over
financial reporting that we havereported to management of the Authority in asepar ateletter dated April 9, 2004.

Thisreport isintended for the information and use of management, the Board of Trustees, federal awarding

agencies and pass-through entities, and isnot intended to be and should not be used by anyone other than these
specified parties.

CharlesE. Harris & Associates, Inc.
April 9, 2004
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Rockefeller Building
614 W Superior Ave Ste 1242
Cleveland OH 44113-1306

Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630

Certified Public Accountants Fax - (216) 436-2411
-

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

The Board of Trustees
Akron-Canton Regional Airport Authority
North Canton, Ohio

Compliance

We have audited the compliance of the Akron-Canton Regional Airport Authority with the types of
compliance requirements described in U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to its major federal program for the year ended December
31, 2003. The Authority’s major federal program is identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to its major federal program is the
responsibility of the Authority’s management. Our responsibility is to express an opinion on the
Authority’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 obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major program occurred. An audit includes examining, on a test
basis, evidence about the Authority’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. Our audit does not provide alegal determination on the Authority’s
compliance with those requirements.

In our opinion, the Authority complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended December 31, 2003.

Internal Control Over Compliance

The management of the Authority 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 Authority’s internal
control over compliance with requirements that could have a direct and material effect on a major
federal program in order 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 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 that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving the internal control over compliance and its
operation that we consider to be material weaknesses.

This report is intended for the information and use of management, the Board of Trustees, federal

awarding agencies and pass-through entities, and is not intended to be and should not be used by
anyone other than these specified parties.

Charles E. Harris & Associates, Inc.
April 9, 2004
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 SECTION .505

AKRON-CANTON REGIONAL AIRPORT AUTHORITY
Stark and Summit Counties, Ohio
December 31, 2003

1. SUMMARY OF AUDITOR'S RESULTS

(d)(1)()) |Type of Financial Statement Unqualified
Opinion
(d)(1)(ii) |Were there any material control No
weakness conditions reported at
the financial statement level
(GAGAS)?
(d)(1)(ii)) |Were there any other reportable No
control weakness conditions
reported at the financial
statement level (GAGAS)?
(d)(1)(iii) |Was there any reported material No
non-compliance at the financial
statement level (GAGAS)?
(d)(1)(iv) |Were there any material internal No
control weakness conditions
reported for major federal
programs?
(d)(1)(iv) |Were there any other reportable No
internal control weakness
conditions reported for major
federal programs?
(d)(1)(v) |Type of Major Programs' Unqualified
Compliance Opinion
(d)(1)(vi) |Are there any reportable findings | No
under Section .510
(d)(1)(vii) |Major Programs: Airport Improvement Programs
CFDA# 21.106
(d)(1)(viii) |Dollar Threshold: Type A\B Type A: > $300,000
Programs Type B: all others
(d)(1)(ix) |Low Risk Auditee? Yes
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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STATUSOF PRIOR AUDIT'SCITATIONSAND RECOMMENDATIONS

Theprior audit report, asof December 31, 2002, did not includematerial citationsor recommendations.
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88 Fast Broad Street
P.O. Box 1140

Auditor of State Columbus, Ohio 43216-1140
Telephone  614-466-4514
Betty Montgomery P 400.282.0370
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AKRON-CANTON REGIONAL AIRPORT AUTHORITY
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CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
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