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We have reviewed the Independent Auditor's Report of the Erie-Ottawa Regional Airport
Authority, Ottawa County, prepared by Charles E. Harris & Associates, Inc. for the audit period
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the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Erie-Ottawa Regional Airport Authority is
responsible for compliance with these laws and regulations.

JIM PETRO
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ERIE OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Audit Report
For the Year Ended December 31, 2001

ADMINISTRATIVE PERSONNEL
ASOF DECEMBER 31, 2001

3YEAR TERM
TITLE/NAME REPRESENTING OF OFFICE ENDING SURETY AMOUNT
BOARD OF TRUSTEES
President:
Ken Benjamin Ottawa Co. 2/7/05
Trustees.
Richard Biro Member At-Large 6/3/02
Richard Johnson-VP Ottawa Co. 7/15/02
Steve Hudec Ottawa Co. 3/31/05
Dottie Patrick Ottawa Co. 6/3/02
ThomasWork Erie Co. 12/31/03
Richard Haman Erie Co. 2/11/05
Hugh Northup ErieCo. 3/30/04
Lou Zorn Erie Co. 1/6/04
EXECUTIVE DIRECTOR/TREASURER
Jack Stables Indefinite (A) $50,000
SECRETARY
Valerie Gregory Indefinite (A) $50,000

(A) The Cincinnati I nsurance Company



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 OF INDEPENDENT ACCOUNTANTS

Board of Trustees
Erie-Ottawa Airport Authority
Port Clinton, Ohio 43452

We were engaged to audit the accompanying financial statements of the Erie- Ottawa Regional Airport Authority
(the Authority), as of and for the year ended December 31, 2001 as listed in the table of contents. These financial
statements are the responsibility of the Authority's management.

We were unable to obtain adequate supporting documentation regarding cash receipts, disbursements,
contracts and grants for the first six months of the year 2001, nor were we able to satisfy ourselves as to those
financial activities by other procedures. Those financial activities are included in the governmental fund types
and represent approximately fifty percent of revenues and expenditures.

Since we did not audit the financial statements of the Erie-Ottawa Regional Airport Authority referred to above,
the scope of our work was not sufficient to enable us to express, and we do not express, an opinion on these
financial statements.

Charles E. Harris & Associates, Inc.
July 15, 2002



ERIE - OTTAWA REGIONAL AIRPORT AUTHORITY
Combined Statement of Cash, Investments and Fund
Cash Balances - All Fund Types
As of December 31, 2001

Cash

CASH BALANCES BY FUND CLASS

Governmental Fund Type:
General Fund

Special Revenue Funds

Total Cash Fund Balance

See accompanying Notes to the Financial Statements

$

$

$

195,293

81,918

113,375

195,293



ERIE - OTTAWA REGIONAL AIRPORT AUTHORITY
Combined Statement of Cash Receipts, Disbursements

and Changes in Fund Cash Balances - All Governmental Fund Types

For the Year Ended December 31, 2001

Revenue Receipts:
County Grants
Airport Operations
Federal Grants

Total Receipts
Expenditure Disbursements:
General Government
Capital Outlay - Improvements
Debt Service:
Principal Retirement
Interest and Fiscal Charges

Total Expenditure Disbursements

Excess (Deficit) of Revenue Receipts
Over Expenditure Disbursements

Other Financing Sources:
Advances In
Advances Out

Total Other Financing Sources

Net Excess (Deficit) of Cash Receipts
Over Cash Disbursements

Fund Balance, January 1, 2001

Fund Balance, December 31, 2001

Governmental Fund Types

Special Totals

General Revenue Memorandum Only
103,000 $ 55,500 $ 158,500
329,844 - 329,844
- 294,196 294,196
432,844 349,696 782,540
312,338 - 312,338
110,940 326,235 437,175
6,784 - 6,784
16,416 - 16,416
446,478 326,235 772,713
(13,634) 23,461 9,827
23,560 - 23,560
- (23,560) (23,560)
23,560 (23,560) -
9,926 (99) 9,827
71,992 113,474 185,466
81,918 $ 113,375 $ 195,293

See accompanying Notes to the Financial Statements
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ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

DESCRIPTION OF THE ENTITY

TheErie-Ottawa Regional Airport Authority (Airport Authority) isabody corporateand politic established
for the pur pose of exer cising therightsand privileges conveyed toit by the constitution and laws of the State
of Ohio. The Airport Authority operates under the direction of a nineemember board of trustees. Four
member s ar e appointed by each Board of County Commissionersin Ottawa and Erie Counties. The ninth
member isappointed at large by the other eight. The members serve without compensation, as outlined in
Section 308.04 of the Ohio Revised Code. Thesecretary/treasurer isappointed by theBoard of Trustees. The
Airport Authority provides maintenance of runways and taxiways and other general airport operations.

BASIS OF ACCOUNTING

These financial statements follow the basis of accounting prescribed or permitted by the Auditor of State,
which is similar to the cash receipts and disbursement basis of accounting. Receipts are recognized when
received in cash rather than when ear ned, and disbur sements ar erecognized when paid rather than when a
liability isincurred. Budgetary presentationsreport budgetary expenditureswhen acommitment ismade(i.e.
when an encumbrance is approved.)

Thestatementsinclude adequate disclosur e of material matters, asprescribed or permitted by the Auditor of
State.

FUND ACCOUNTING

The Airport Authority maintains its accounting records in accordance with the principles of “fund”
accounting. Fund accountingisaconcept developed to meet the needs of gover nmental entitiesin which legal
or other restraintsrequiretherecording of specific receiptsand disbur sements. Thetransactionsof each fund
are reflected in a self-balancing group of accounts, an accounting entity which stands separate from the
activitiesreported in other funds. Therestrictions associated with each class of funds are asfollows:

Governmental Funds

General Fund — The General Fund isthegeneral operating fund of the Airport Authority. Itisused
to account for all financial resour ces except thoserequired by law or contract to be accounted for in
another fund.

Special Revenue — Special Revenue funds account for the proceeds of specific revenue sour cesthat
arelegally restricted to disbursementsfor specified purposes.



ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (continued)

D. Property, Plant and Equipment

Fixed Assets are acquired or constructed for general governmental service are recorded as expenditures.
Depreciation isnot recorded for these fixed assets.

E. Total Columnson Financial Statements

Total columnson thefinancial statementsarecaptioned “ Memorandum Only” toindicatethat they arepresented
only to facilitate financial analysis. Thisdataisnot comparableto a consolidation. Interfund-type eliminations
have not been made in aggr egation of this data.

EQUITY IN POOLED CASH AND CASH EQUIVALENTS

TheAirport Authority maintainsa cash and investment pool used by all funds. Thebalanceof thispool isdisplayed on
the" Combined Statement of Cash, I nvestments, and Fund Cash Balances- All Fund Types, Asof December 31, 2001."

L egal Requirements

State statutes classify monies held by the Airport Authority into three categories.

" 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.

"Inactivedeposits' arepublicdepositsthat theBoard hasidentified asnot required for usewithin thecurrent twoyear
period of designation of depositories. Interim depositsmust either beevidenced by time cer tificates of deposit maturing
not later than theend of thecurrent period of designation of depositories, or by savingsor deposit accountsincluding,
but not limited to, passbook accounts.

"Interim deposits' are deposits of interim monies. Interim monies are those monies which are not needed for
immediate use but which will be needed beforethe end of the current period of designation of depositories. Interim
depositsmust be evidenced by time certificates of deposit maturing not mor ethan oneyear from thedate of deposit, or
by savings or deposit accounts including passbook accounts. Interim monies may be invested in the following
securities:

1 United States treasury notes, bills, bonds, or any other obligations or security issued by the United States
treasury or any other obligations guaranteed asto principal or interest by the United States;

2. Bonds, notes, debenturesor any other obligations or securitiesissued by any federal gover nment agency or
instrumentality, including but not limited to, the Feder al National M ortgage Association, Federal HomeL oan
Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation, Government National
M ortgage Association, and Student Loan M arketing Association. All federal agency servicesshall bedirect
issuances of federal government agenciesor instrumentalities;



ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

EQUITY IN POOLED CASH AND CASH EQUIVALENTS - (continued)

L egal Requirements - (continued)

3. Written repur chase agreementsin thesecuritieslisted above provided that the market value of the securities,
subject totherepurchase agreement, must exceed the principal value of the agreement by at least two per cent
and be marked to market daily, and that term of the agreement must not exceed thirty days;

4, Bond and other obligations of the State of Ohio;

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

6. The State Treasurer'sinvestment pool (STAR Ohio).

Investmentsin stripped principal or interest obligationsrever ser epur chaseagreementsand derivativesar e prohibited.
Theissuance of taxable notesfor the purposeof arbitrage, the use of leverageand short selling arealso prohibited. An
investment must mature within five year sfrom the date of purchase unlessmatched to a specific obligation or debt of
the Airport, and be purchased within the expectation that it will be held to maturity. Investmentsmay only be made
through specified dealer sand institutions. Payment for investments may be made only upon delivery of the securities
representingtheinvestmentstothetreasurer or, if thesecuritiesarenot representing theinvestmentstothetreasurer
or, if the securitiesare not represented by a certificate, upon receipt of confirmation of transfer from the custodian.

Protection of the Airport Authority’sdepositsis provided by the Federal Deposit I nsurance Cor poration, by eligible
securities pledged by the financial institution as security for repayment, by surety company bondsdeposited with the
Treasurer by thefinancial ingtitution, or by asingle collateral pool established by thefinancial institution to securethe
repayment of all public monies deposited with theinstitution.

Thefollowinginformation classifiesdepositsand investmentsby categoriesof risk asdefined by GASB Statement No.3,
“Depositswith Financial I nstitutions, Investments and Rever se Repur chase Agreements’.

Deposits: At year-end, the carrying amount of Airport Authority was $195,293 and the bank balance was $200,773.
Of the bank balance, $100,000 was cover ed by federal depository insurance.

DEBT
Debt outstanding at December 31, 2001, consisted of the following:

General Obligation Bonds
Issued March 1, 1994
M atur es September 1, 2018
Principal Outstanding $515,000
Interest Rates 3.35-5.95%



ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

DEBT — (continued)

These bonds have been issued by Ottawa County on behalf of the Airport Authority for terminal and fuel farm
improvements. The Authority isobligated toreimbur sethe Ottawa County for payment if itsrevenuesar e sufficient to
doso. During 2001 theAirport Authority wasnot financially ableto meet the debt payment for thegeneral obligation
bond. Thedebt payment wasmadeby Ottawa County. The County iscommitted to paying the Erie-Ottawa Regional
Airport debt if the Airport isnot in afinancial position to do so.

Note Payable Ottawa County
Issued March 1, 2001
M atures February 1, 2020
Principal Outstanding $434,016
Interest Rates 4.50%

The proceeds from the note wer e used to construct new hangersfor the Airport. Rent from these hangerswill repay
the note.

The annual requirementsto amortize all debt outstanding as of December 31, 2001, including interest payments of
$312,869 for general obligation bonds and $212,077 for the note payable are asfollows:

Year Ending General Note
December 31 Obligation Bonds Payable
2002 $ 49,713 $ 27,840
2003 48,742 27,840
2004 47,742 29,280
2005 46,712 29,280
2007-2010 248,706 153,720
2011-2015 240,485 166,080
2016-2020 145,767 212,053
TOTAL $ 827,867 $ 646,093

OPERATING LEASES

The Authority leases equipment under a non-cancelable operating lease that expiresin fiscal year 2002. Total rent

expense under all equipment leasesfor the year ended December 31, 2001 was $3,569. Future minimum equipment
lease paymentsthrough the end of the lease are as follows:

2002 $2,082

Total $2,082



ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

CONTINGENT LIABILITIES

Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies,
principally the State of Ohio. Any disallowed claims, including amountsalr eady collected, may constitutealiability of
the applicable funds. The amount, if any, of expenditures, which may be disallowed by the grantor, cannot be
determined at thistime, although the Authority expectsthem to beimmaterial.

The Authority may be a defendant in various lawsuits. Although the outcome of these lawsuits is not presently
determinable, in the opinion of the Authority’slegal council, the resolution of these matterswill not have a material
effect on the financial condition of the Authority.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Erie-Ottawa Regional Airport Authority
Port Clinton, Ohio 43452

Wewere engaged to audit the financial statements of the Erie-Ottawa County Regional Airport Authority (the
Authority), as of and for theyear ended December 31, 2001, and have issued our report thereon dated July 15,
2002. We did not express an opinion on the financial statement because we were unable to obtain adequate
supporting documentation regar ding cash r eceipts, disbur sements, contractsand grantsfor thefirst six monthsof
the year 2001.

Compliance

Aspart of obtaining reasonable assur ance about whether the Authority’ sfinancial satementsarefreeof material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination 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 an instance of
noncompliancethat isrequired to be reported under Government Auditing Standards which isdescribed in the
accompanying schedule of findings asitem 2001-ERA-001.

Internal Control Over Financial Reporting

In planning and performing our audit, we consider ed the Authority’sinternal control over financial reportingin
order todetermineour auditing proceduresfor the pur pose of expressing our opinion on thefinancial statements
and not to provideassuranceon theinternal control over financial reporting. However, wenoted certain matters
involving the internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditionsinvolve matterscoming to our attention relating to significant deficienciesin
the design or operation of the internal control over financial reporting that, in our judgment, could adver sely
affect the Authority’s ability to record, process, summarize and report financial data consistent with the
assertionsof management in thefinancial statements. Reportable conditionsaredescribed in theaccompanying
schedule of findingsasitems 2001-ERA-002 and 2001-ERA-003. A material weaknessisaconditionsin whichthe
design or operation of oneor mor e of the internal contr ol componentsdoesnot reduceto arelatively low level of
risk that misstatementsin amountsthat would be material in relation to the financial statements being audited
may occur and not be detected within a timely period by employeesin the normal course of performing their
assigned functions. Our consideration of the internal control over financial reporting would not necessarily
disclose all mattersin the internal control over financial reporting that might be reportable conditions and,
accordingly, would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, of thereportable conditionsdescribed above, we consider items2001-ERA-002 and 2001-
ERA-003 to be material weaknesses.



We also noted other mattersinvolving the internal control over financial reporting that we have reported to
management of the Authority in a separate letter dated July 15, 2002.

Thisreport isintended solely for the information and use of management, and the Boar d of Trusteesand isnot
intended to be and should not be used by anyone other than these specified parties.

CharlesE. Harris & Associates, Inc.
July 15, 2002
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ERIE-OTTAWA REGIONAL AIRPORT AUTHORITY
ERIE-OTTAWA COUNTY, OHIO
Notesto the Financial Statements
For the Year Ended December 31, 2001

Schedule of Findings

FINDINGSRELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

Finding Number: 2001-ERA-001

Purchase Orders

The Authority was not using purchase ordersfor goods and services ordered. The purpose of a purchase order systemisto
control spending of Authority resourcesand helpsensurethat the Authority paysonly for itemsthat areactually received. A
purchase order should be issued to a vendor for a specified item at a certain priceto be delivered at or by a specified time.
Prices and terms should be included on the purchase order to aid in the payment process and purchase orders should be
matched to vendor invoicesto assurethat only agreed upon prices are paid.

Werecommend that the Authority use purchase ordersfor all purchases of goods and services.

Finding Number: 2001-ERA-002

Cash Receipts

TheAuthority doesnot usewritten pre-number ed receiptsfor cash collectionsor sales, but rather it runsitsreceiptsthrough a
cash register. A daily cash summary receipt isprepared and cash isreconciled tothecash register tapesbeforebeing deposited
in the bank. No supporting documentation was prepared or retained showing the detail for each transaction. Gassaleswere
listed asgassalesand not by how many gallonssold and towhom. In addition, not all documentation for credit card saleswas
maintained.

We recommend the Authority use pre-numbered, written receipts for all revenue transactions and also maintain adequate
supporting documentation for each transaction. Written receiptswould also aid in posting revenueto theaccounting system as
well.

Finding Number: 2001-ERA-003

Supporting Documentation

TheAuthority wasunableto locate documentation supporting receiptsand disbur sementsand other transactionsfor thefirst
six months of fiscal year 2001. During this period, a private management company had been contracted to run the airport
operations. After the contract expired, the company did not leave the relevant documentation regarding receipts and
expendituresand hassincegone out of business. L ack of such documentation makesit impossibleto perform audit procedures
necessary to ascertain the completeness and adequacy of the Authority’sfinancial transaction.

Werecommend that the Authority institute proceduresto ensure all supporting documentation and other relevant items be
retained and safeguarded for audit and record retention pur poses.

11



STATUSOF PRIORYEAR'SCITATIONSAND RECOMMENDATIONS

Theprior audit report, for the years ended December 31, 2000 did not include material citations or
recommendations.
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