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1.	Summary of Significant Accounting Policies

A. Description of the Entity (Modify as needed.)
		
The constitution and laws of the State of Ohio establish the rights and privileges of the [ENTITY NAME], [COUNTY NAME] County, (the Authority) as a body corporate and politic.  The [list appointing party(ies), which should be described in the resolution creating the Authority] appoints [number] Board members to direct the Authority.  The Authority is responsible for the safe and efficient operation and maintenance of the [Entity Name]

(Delete if the Authority does not participate in any jointly governed organizations, joint ventures and/or public entity risk pools or is not associated with related organizations.)  The Authority participates in jointly governed organizations, joint ventures and a public entity risk pool. << Modify as necessary.  Notes ____ to the financial statements provides additional information for these entities. (Include the appropriate footnote. Notes 6, 9 - 11 provide additional guidance) These organizations are:

Jointly Governed Organizations:
(Briefly describe each jointly governed organization.)

Public Entity Risk Pool:
(Briefly describe each public entity risk pool.)

Joint Ventures:
		(Briefly describe each joint venture)

Related Organization:
	(Briefly describe each related organization)

The Authority’s management believes these financial statements present all activities for which the Authority is financially accountable.  (Continue the sentence with the following, if applicable.), except the financial statements do not include debt service funds external custodians maintain.  Note XX to the financial statements describes these assets.

B.	Accounting Basis

These financial statements follow the accounting basis permitted by the financial reporting provisions of Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(D).  This basis is similar to the cash receipts and disbursements accounting basis.  The Board recognizes   receipts when received in cash rather than when earned, and recognizes disbursements when paid rather than when a liability is incurred.  Budgetary presentations report budgetary expenditures when a commitment is made (i.e., when an encumbrance is approved).  

These statements include adequate disclosure of material matters, as the financial reporting provisions of Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(D) permit.

C.	Deposits and Investments

The Authority’s accounting basis includes investments as assets.  This basis does not record disbursements for investment purchases or receipts for investment sales.  This basis records gains or losses at the time of sale as receipts or disbursements, respectively.

The Authority values U.S. Treasury Notes and common stock at cost (or fair value when donated).<<DELETE IF NO DONATED INVESTMENTS.  Money market mutual funds (including STAR Ohio) are recorded at share values the mutual funds report.  Modify this note as needed.  Only describe investments actually held during the audit period.  Equity securities (stock) are normally illegal, unless donated.  Consult with the Legal Division if in doubt about an investment’s legality.  Also, if equity securities have an impaired value deemed “other than temporary,” write them down to fair value.  Consider consultation on the matter.)

D.	Property, Plant, and Equipment

[bookmark: A26]The Authority records disbursements for acquisitions of property, plant, and equipment when paid.  The accompanying financial statements do not report these items as assets.

E.	Accumulated Leave

In certain circumstances, such as upon leaving employment, employees are entitled to cash payments for unused leave.  The financial statements do not include a liability for unpaid leave.  (Delete this note if no employees are entitled to these benefits)

F.	Fund Balance 

Fund balance is divided into five classifications based primarily on the extent to which the Authority must observe constraints imposed upon the use of its governmental-fund resources. The classifications are as follows:

1. Nonspendable 

The Authority classifies assets as nonspendable when legally or contractually required to maintain the amounts intact.

2. Restricted 

Fund balance is restricted when constraints placed on the use of resources are either externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments; or is imposed by law through constitutional provisions.  

3. Committed 

The Board can commit amounts via formal action (resolution). The Authority must adhere to these commitments unless the Board amend the resolution.  Committed fund balance also incorporates contractual obligations to the extent that existing resources in the fund have been specifically committed to satisfy contractual requirements.

4. Assigned 

Assigned fund balances are intended for specific purposes but do not meet the criteria to be classified as restricted or committed. Governmental funds other than the general fund report all fund balances as assigned unless they are restricted or committed. In the general fund, assigned amounts represent intended uses established by the Board or an Authority official delegated that authority by resolution, or by State Statute.

5. Unassigned 

Unassigned fund balance is the residual classification for the general fund and includes amounts not included in the other classifications. In other governmental funds, the unassigned classification is used only to report a deficit balance. 

The Authority applies restricted resources first when expenditures are incurred for purposes for which either restricted or unrestricted (committed, assigned, and unassigned) amounts are available. Similarly, within unrestricted fund balance, committed amounts are reduced first followed by assigned, and then unassigned amounts when expenditures are incurred for purposes for which amounts in any of the unrestricted fund balance classifications could be used.

2.	Equity in Pooled Deposits and Investments

The Authority maintains a deposit and investments pool all funds use.  The Ohio Revised Code prescribes allowable deposits and investments.  The carrying amount of deposits and investments at December 31 was as follows:



Note: The above is an embedded Excel Spreadsheet.  Double-click to edit.  Do not enter $ signs.)

[bookmark: A30]At December 31, 20EE, (Insert other time period noted, if any, or other ineligible investments, if any.  Also, disclose material amounts as a material violation in the Compliance Report.  Note that entities may be allowed to hold equity securities, if required under a trust agreement.  Check with the Legal Division.)  the Authority held $XXX in equity securities.  Equity securities are not eligible investments for the Authority under Ohio law.

	Deposits:  Deposits are insured by the Federal Depository Insurance Corporation; [or] collateralized by securities specifically pledged by the financial institution to the Authority; (delete if there is no specific pledging) or collateralized by the financial institution’s public entity deposit pool.  (delete if no pool is used)

At December 31, 20EE, (Insert other time period noted.  Also, disclose as a material violation in the Compliance Report.)  $XXX of deposits were not insured or collateralized, contrary to Ohio law.

	Investments:  (The following MUST be modified, based on the entity’s circumstances.  It may be best to discuss the arrangement with a knowledgeable officer of the financial institution.)  The Federal Reserve holds the Authority’s U.S. Treasury Notes in book-entry form by, in the name of the Authority’s financial institution.  The financial institution maintains records identifying the Authority as owner of these securities.

[The following sentences describe some repurchase agreements / sweep accounts.  However, circumstances may require modification to this disclosure.  Also, not all sweep accounts are repurchase agreements.   The Authority’s financial institution transfers securities to the Authority’s agent to collateralize repurchase agreements.  The securities are not in the Authority’s name.

[The following may describe some equity securities, but you should check with the broker-dealer or financial institution.]  A financial institution’s trust department holds the Authority’s equity securities in book entry form in the Authority’s name.

Investments in STAR Ohio and mutual funds are not evidenced by securities that exist in physical or book-entry form.

3.	Debt

Debt outstanding at December 31, 20EE (Insert only the most recent year) was as follows:



(List other indebtedness, such as leases, if material.)
(Example note disclosure)  The Authority is obligated for a note payable to a bank.  The note is payable over a period of five years at $500 per month plus interest charged at 75 percent of the bank’s prime variable rate, adjusted monthly.  The rate disclosed above was the rate effective at December 31, 20EE.  The property collateralizes the note.  Substantially all the Authority’s real and personal property and receipts collateralize the Mortgage Revenue Bonds.

[Briefly describe all material debt issues.  Describe collateral pledged (e.g., pledged receipts, a mortgage on the property financed, taxing authority (that is, general obligations) which normally not occur for airports, uncollateralized) and other significant matters, including defaults, covenant violations, etc.  Describe any defeased debt and the amounts outstanding, but explain the defeased amounts are NOT included in the amortization table below. Also, assure that any trusteed debt service reserve funds are disclosed.  You can disclose them in this note if the Authority reports them as assets; report them in Note 4 if not “on the books.”  Example, if recorded as an Authority asset:]

The mortgage revenue bond covenant requires the Authority to establish and fund a debt service reserve fund, included as a debt service fund << if the Authority uses fund accounting.  The balance in the fund at December 31, 20EE is $54,500.

Amortization of the above debt, including interest, is scheduled as follows:



Present amounts due after five years in 5-year increments.

In addition to the debt described above, the Authority has defeased certain debt issues from prior years.  Debt principal outstanding at December 31, 20EE (list only most recent year) was $XXX.  This disclosure does not include the related defeased debt or assets, since trusteed assets should provide sufficient resources to retire the debt.

4.	Debt Service Trust Funds

[bookmark: A75]The Airport Runway Mortgage Revenue Bond trust agreement required the Authority to establish a debt service account to be maintained by a custodian bank.  The Authority has established this fund.  At December 31, 20EE, (list most recent year only) the custodian held $XXX in Authority assets.  The accompanying financial statements do not include these assets or the related receipts and disbursements.

As disclosed in Note 3, the Authority has also defeased the Airport Expansion 20XX bonds.  At December 31, 20EE, (list most recent year only) the custodian held $XXX in Authority assets to retire the 20XX bonds.

5.	Retirement Systems

(Regional Airport Authority employees are eligible to participate in the public employees’ retirement system, per ORC 308.15.  However many counties contract the airport operation to private vendors.  This note may apply to those Authorities hiring their own employees.)

	Retirement Rates
	Year
	Member Rate
	Employer Rate

	PERS – Local
	2008 - 2014
	10%
	14%



The Authority’s full-time employees belong to the Ohio Public Employees Retirement System (OPERS).  OPERS is a cost-sharing, multiple-employer plan.  The Ohio Revised Code prescribes the Plan’s retirement benefits, including postretirement healthcare and survivor and disability benefits to participants.

(Note: You must modify the contribution rates as applicable.)
The Ohio Revised Code also prescribes contribution rates.  For 20EE and 20BB, OPERS members contributed XX and XX%, respectively, of their gross salaries and the Authority contributed an amount equaling XX and XX%, respectively, of participants’ gross salaries.  The Authority has paid all contributions required through December 31, 20EE.  (Most recent year)

6.	Risk Management

(Note: Use only the paragraphs that apply.  Some of the descriptions below are mutually exclusive, so you must make appropriate modification.)

Commercial Insurance

The Authority has obtained commercial insurance for the following risks:

· Comprehensive property and general liability;
· Vehicles; and
· Errors and omissions.

[bookmark: A43]The Authority is uninsured for the following risks:

· Comprehensive property and general liability;
· Vehicles; and
· Errors and omissions.

[bookmark: A44](Insert the following sentence if uninsured losses were material.)  During 20EE, the Authority paid $XXX for losses that exceeded insurance coverage.

(Also disclose any significant changes in coverage from the prior year.)

Risk Pool Membership

The Authority is a member of the XYZ Joint Self Insurance Pool (the Pool).  The Pool assumes the risk of loss up to the limits of the (name of subdivision’s) policy.  The Pool may make supplemental assessments if the experience of the overall pool is unfavorable.  [Modify the preceding sentence as needed.]  The Pool covers the following risks:

· General liability and casualty;
· Public official’s liability; and
· Vehicle.

The Pool reported the following summary of assets and actuarially-measured liabilities available to pay those liabilities as of December 31:





Self Insurance

The Authority is also self-insured for [describe type of coverage, such as employee health or liability insurance].  The Self Insurance Fund pays covered claims to service providers, and recovers these costs from charges to other funds based on an actuarially determined cost per employee.  [OR] Interfund rates are charged based on claims approved by the claims administrator.  [OR] describe other method of cost recovery.  A comparison of Self Insurance Fund cash and investments to the actuarially-measured liability as of December 31 follows:


	
Self Insurance Note Comments

A. As stated above, this illustration will always require considerable modification.  For example, the illustration describes an entity that simultaneously has obtained commercial liability insurance, has no liability insurance, and has pooled its liability risk.  Usually only one of these three conditions will apply.

B. The example also describes an entity that has joined a pool to insure liability risks and is self-insured for health insurance.  The opposite may apply, or some other combination may apply.

C. As illustrated in the second commercial insurance paragraph, we request that entities disclose if they have elected to forego liability insurance.  We would consider a subdivision to be uninsured when it has none of the following:

1.	Commercial insurance coverage
2.	A self-insurance fund
3.	Fund equity reserved for self-insurance under 5705.13(A) (2)
4.	Participates in a self insurance pool
5.	Annual appropriations for claims costs reasonably sufficient to cover those costs.

D. There is no requirement to disclose a lack of health insurance coverage.  Health insurance coverage is an employee benefit; failing to insure health coverage is a risk for employees, not a direct risk to a subdivision.  Conversely, subdivisions should disclose if they have contractually agreed to cover employee health costs.  Such costs are often significant and therefore of interest to financial statement readers.

E. The two-year comparison of cash and investments vs. actuarial-liabilities is a useful measurement of the adequacy of a subdivision’s funding methods / formulas.  A significant excess of liabilities over assets or a trend showing a deteriorating excess of assets should warn management and financial statement users that current funding methods / formulas may require modification.  In such instances, we would expect management to disclose plans to address the issue.  

F. If the notes do not address management’s plans regarding a material deficiency of actuarial liabilities greater than related assets, auditors should consider whether the disclosure is sufficient (see Auditing Standards Section AU-C 705).  Auditors should also consider whether a going concern contingency exists (Auditing Standards Section AU-C 705).

G. While the Auditor of State believes all subdivisions with significant self-insurance commitments should have an actuary measure the liability annually, the Revised Code does not require this for all subdivisions or all types of insurance (see Appendix 2 in Bulletin 2001-05).  If the Revised Code requires the measurement, but an entity elects not to comply, the entity would be unable to prepare the comparison of assets with actuarial liabilities, and auditors should consider (1) qualifying their opinions for an inadequate disclosure and (2) reporting a material noncompliance finding in the report on compliance and internal controls required by Government Auditing Standards.

However, if the Revised Code does not require an entity to actuarially measure its liabilities, the lack of an actuarial disclosure would not affect auditors’ reports.  The disclosure could still describe the funding methods.  An entity should also disclose if it were unable to pay claims in a timely manner.

H. The auditor’s opinion encompasses the Note.  The extent and nature of procedures is a matter of judgment based on risk, but might include the following:

1.	Briefly read policies to support that coverage is current for commercial policies.
2.    Perform the Ohio Compliance Supplement procedures.
3.	Compare the assets disclosed to similar assets in the audited financial statements.
4.	Compare the last check written to a commercial carrier, to a pool, or to a third-party administrator to the invoice date to determine whether approved claims or premiums are paid reasonably currently.

7.	Contingent Liabilities

(Modify as needed.  Briefly describe potentially material suits.  Include the range of potential loss.  However, avoid naming plaintiffs.  Allow legal counsel to review your draft language before finalizing this report.)

Example The Authority is defendant in several lawsuits.  Although management cannot presently determine the outcome of these suits, management believes that the resolution of these matters will not materially adversely affect the Authority’s financial condition.

(Include the following paragraph only if grants were received.)  Amounts grantor agencies pay to the Authority are subject to audit and adjustment by the grantor, (if significant federal grants were received continue this sentence with the following) principally the federal government.  The grantor may require refunding any disallowed costs.  Management cannot presently determine amounts grantors may disallow.  However, based on prior experience, management believes any refunds would be immaterial.

8.	Related Party Transactions 

Example:  A Board member is part owner of a company from which the Authority acquired (described acquisition briefly) during the year.  The Authority paid $XXX for this acquisition.  The Authority also uses office space a donated by the County.  Significant* related party transactions must be disclosed.  They may be indicative of ethics or other violations, but that is not the purpose of disclosing related party transactions.  Related party transactions require disclosure because the reported amount of a transaction not conducted at arms-length may not be indicative of its true value, and may mislead readers about the Authority’s ongoing ability to obtain or provide these goods or services if it must repay (or receive) fair value for them in future years.

	*		A transaction may be “significant” when the dollar amount is immaterial, if it does not represent the fair value of the transaction.  For example, a government may rent a facility to a related party for $1 per year.

9.	Joint Ventures

Include a general description of each joint venture that includes the following:
Describe any ongoing financial interest.
Describe any ongoing financial responsibility.
Provide information to allow users of the financial statements to evaluate whether the joint venture is accumulating significant financial resources or is experiencing fiscal stress that may cause an additional financial benefit or burden for the Authority in the future.
Provide information on related party transactions.

10.	Jointly Governed Organizations

Include a general description of each jointly governed organization and provide information on related party transactions.

11.	Related Organizations

An organization, for which the Authority is accountable because the Authority appoints a voting majority of the board, but is not financially accountable, is a related organization.  This note should disclose the nature of the Authority’s accountability for any related organization and any related party transactions.

12.	Subsequent Events

(Describe material debt issuances, uninsured losses, new tax levies or other material revenues or expenditures incurred subsequent to the financial statement date.)
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20BB 20EE

Demand deposits

Certificates of deposit

Other time deposits (savings and NOW accounts)

Total deposits 0 0

U.S. Treasury Notes

STAR Ohio

Repurchase agreement

Common stock (at cost, fair value was $XXXX and 

$ZZZZ at December 31, 20EE and 20BB, 

respectively.)

Total investments 0 0

Total deposits and investments $0 $0


Microsoft_Excel_97-2003_Worksheet1.xls
Equity

						20BB				20EE

		Demand deposits

		Certificates of deposit

		Other time deposits (savings and NOW accounts)

		Total deposits				0				0

		U.S. Treasury Notes

		STAR Ohio

		Repurchase agreement

		Common stock (at cost, fair value was $XXXX and $ZZZZ at December 31, 20EE and 20BB, respectively.)

		Total investments				0				0

		Total deposits and investments				$0				$0
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Principal Interest Rate

Bank Loan X.XX%

Airport Runway Mortgage Revenue Bonds

Total $0


Microsoft_Excel_97-2003_Worksheet2.xls
Debt

						Principal				Interest Rate

		Bank Loan								X.XX%

		Airport Runway Mortgage Revenue Bonds

		Total				$0
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Year ending December 31:  Bank Loan

Mortgage 

Revenue 

Bonds

2015

2016

2017

2018

2019

2020-2024

Total $0 $0


Microsoft_Excel_97-2003_Worksheet3.xls
Debt

		Year ending December 31:				List type of debt				Bank Loan				Mortgage Revenue Bonds

		2015

		2016

		2017

		2018

		2019

		2020-2024

		Total				$0				$0				$0
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20BB 20EE

Cash and investments

Actuarial liabilities


Microsoft_Excel_97-2003_Worksheet4.xls
Risk Pool

						20BB				20EE

		Cash and investments

		Actuarial liabilities






image7.emf
20BB 20EE

Cash and investments

Actuarial liabilities


Microsoft_Excel_97-2003_Worksheet5.xls
Risk Pool

						20BB				20EE

		Cash and investments

		Actuarial liabilities
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