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Independent Auditor’s Report

To the Board of Directors
Yuma County Airport Authority, Inc.

We have audited the accompanying financial statements of the business-type activities and each
major fund of Yuma County Airport Authority, Inc., (the Authority) as of and for the year ended
September 30, 2008, which collectively comprise the Authority’s basic financial statements, as
listed in the table of contents. These financial statements are the responsibility of Yuma County
Airport Authority, Inc.'s management. OQur responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform
the audif to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the business-type activities and each major fund of Yuma County
Airport Authority, Inc., as of September 30, 2008, and the respective changes in financial
position and cash flows thereof for the year then ended in conformity with U.S. generally
accepted accounting principles.

The Management's Discussion and Analysis (MD&A) on pages 3 - 8 is not a required part of the
basic financial statements but is supplementary information required by U.S. generally accepted
accounting principles. We have applied certain limited procedures, which consisted principally
of 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 our report dated
January 2, 2009, on our consideration of Yuma County Airport Authority, Inc.'s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our

audit.

e Welbeslondin B

January 2, 2009



YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

As management of the Yuma County Airport Authority (the “Authority™), we offer readers
of the Authority’s financial statements this narrative overview and analysis of the financial
activities for the year ended September 30, 2008. We encourage readers to consider the
information presented here in conjunction with the following financial statements, which begin
on page 9.

FINANCIAL HIGHLIGHTS

e The assets of the Authority exceeded its liabilities at the close of the most recent fiscal
year by $31,283,342 (net assets).

o The Authority’s cash balance at September 30, 2008 was $1,003,295 representing an
increase of $61,926 from September 30, 2007.

e The Authority had intergovernmental revenues of $3,505,790, operating revenues
(charges for services) of $2,204,623 and operating expenses of the enterprise fund
totaling $2.855,297 for the year ended September 30, 2008.

e The Authority’s capital outlays for the year ended September 30, 2008 totaled $4,395,275
which includes costs of $3,492.242 in construction in progress.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the Authority’s
basic financial statements. The Authority’s basic financial statements comprise two components:
1) fund financial statements, and 2) notes to the financial statements.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Authority, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. The Authority operates using only enterprise funds and has no
governmental fund reporting activities.

The fund financial statements focus on individual parts of the government and reporting
the Authority’s operations. Fund financial statements include the following funds:

e Enterprise funds which are used to account for the Authority’s business-type activities.

(8]



YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

OVERVIEW OF THE FINANCIAL STATEMENTS - CONTINUED

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 12 through 20 of this report.

FUND FINANCIAL ANALYSIS

The following is a discussion of the Authority’s completed and capitalized projects and
significant changes in operations from the prior year:

Significant capital outlays included in construction in progress for the year included

L.

40™ Street Defense Contractor Complex Apron. Capital outlays of
$135,744 towards the construction of a large aircraft apron and related taxiway
extension was completed and capitalized during the year. This project was
completed at a total cost of $2,234,330. The apron will be used for
aeronautical activity to include domestic air freight handling and use by
defense contractors.

Passenger Terminal Expansion and Remodel. Capital outlays of $1,195,689
were expended on the expansion and remodel of the passenger terminal
building which was also completed during the year. This project provided
space for TSA representatives to process passenger checked baggage behind
closed doors, as well as providing space for US Customs to process
international passengers inside the terminal building. The project was
completed at a total cost of $1,389,808.

Taxiway F Rehabilitation. Capital outlays of $1,764,414 were expended
during the year on the rehabilitation of Taxiway F. This project is expected to
be completed in December of 2008 at a total cost of $2,700,000. This
Taxiway, when completed will provide a necessary 2" access point into the
Defense Contractor Complex.



YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

FUND FINANCIAL ANALYSIS - CONTINUED

4, Defense Contractor Complex Apron (Phase 1). Capital outlays of $111,226
were expended on the design of the expansion of the concrete apron at the
DCC. The design phase of this project is estimated to cost $149,905. Upon
completion of the design, the Authority will seek grant funding for the
construction of this ramp which will provide much needed space for additional
development at the DCC.

5. Defense Contractor Hangar Building. Capital outlays of $244,418 have
been expended toward this project including $165,571 of financing costs. This
project is expected to cost $1,500,000. This 15,000 square foot building will
be available to Defense Contractors for aeronautical activity.

6. Defense Contractor Complex Apron (Phase 2). Capital outlays of $10,190
were expended on the design of this pavement ramp located adjacent to the
40" Street DCC Apron. The design phase of this project is estimated to cost
$132,874. Upon completion of the design, the Authority will seek grant
funding for the construction of this ramp which will provide much needed
space for additional development at the DCC. '

7. Maintenance Building Remodel. During the year, the Authority received
ownership of an aircraft hangar with office space just West of the passenger
terminal building. The ownership of this building came through a reversionary
clause in a lease agreement that expired during the year. This building has an
estimated value of $750,000 which was capitalized during the year. Capital
outlays of $15,363 were expended on the remodel of this building during the
year. The final cost of the remodel is expected to be $25,000.

Capital grants and contributions of $3,505,790 which are reported as intergovernmental
revenue increased by $627,105 due to an increase in capital construction activity.

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the Authority, assets exceeded liabilities by $31,283,342 at the
close of the most recent fiscal year.



YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

FUND FINANCIAL ANALYSIS — CONTINUED

By far the largest portion of the Authority’s net assets reflects its investment in capital
assets (e.g., land, construction in progress, improvements, buildings, furniture, fixtures, and
equipment). The Authority uses these capital assets to provide the means to create and maintain
facilities necessary to support the continued growth of civil aviation in Yuma, Arizona;
consequently, these assets are not available for future spending. The unrestricted net assets of the
Authority are available for future use to provide services.

The following is a summary analysis of the net assets and changes in net assets of the
Authority:

Net Assets
September 30, 2008 and 2007
2008 2007
Assets:
Current and other assets $ 2,285,183 $ 1,703,710
Capital assets 32,597,578 29,267,375
Total assets 34,882,761 30,971,085
Liabilities:
Current 1,198,229 1,091,008
Non-current 2,401,190 2,203,779
Total liabilities 3,599,419 3,294,787
Net assets:
Invested in capital assets,
net of related debt 30,157,145 26,740,788
Unrestricted 1,126,197 935,510
Total net assets $ 31,283,342 $ 27,676,298




YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

FUND FINANCIAL ANALYSIS — CONTINUED

Changes in Net Assets
September 30, 2008 and 2007

2008 2007
Program revenues:
Charges for services $ 2,204,623 $ 2,303,399
Intergovernmental 3,505,790 2,878,685
General revenues:
Passenger facility charges 279,497 177,080
Structure received through reversion 750,000 -
Interest income 23,578 28,542
Total revenues 6,763,488 5,387,706
Expenses:
Airport operations 2,855,297 2,933,254
Restaurant - 229,101
Gift shop - 28,922
Other — Masterplan 169,532 -
Interest expense 131,615 217,391
Total expenses 3,156,444 3,408,668
Increase in net assets 3,607,044 1,979,038
Net assets, beginning of year 27,676,298 25,697,260
Net assets, end of year $31,283,342 $ 27,676,298




YUMA COUNTY AIRPORT AUTHORITY, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended September 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets
As of September 30, 2008 the Authority’s investment in capital assets was $30,157,145
(net of accumulated depreciation and related debt). This investment in capital assets includes

land, construction in progress, buildings, improvements, furniture, fixtures and equipment.

Major capital asset additions include the completion of the 40" Street Defense Contractor
Complex Apron and completion of the Passenger Terminal Expansion and Remodel project.

e Capital expenditures of $94,419 were made to purchase equipment and furniture for
the Authority’s operations.

e There were no capital expenditures made for the purchase of vehicles.
e There were no significant capital expenditures for the purchase of land.

Additional information on the Authority’s capital assets can be found in Note 4 on pages
16 and 17 of this report.

Long-Term Debt

The Authority has a single note payable. The detail of this note is discussed in Note 5 on
pages 17 and 18 of this report.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

The financial report is designed to provide a general overview of the Authority’s finances
for all those with an interest. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Chief Financial
Officer, 2191 E. 32™ Street, Suite 218, Yuma, AZ 85365 or call (928) 726-5882.



Yuma County Airport Authority
Statement of Net Assets - Enterprise Funds

September 30, 2008
Airport
Operations
Assets
Current assels:
Cash and cash equivalents $ 1,003,295
Accounts receivable, net 87,677
Intergovernmental receivable 979,327
Prepaid items 30,859
Deposits 6,925
Total current assets 2,108,083
Noncurrent assets:
Restricted cash 177,100
Capital assets:
Capital assets, not being depreciated 8,675,383
Capital assets, being depreciated, net 23,922,195
Total noncurrent assets 32,774,678
Total assets 34,882,761
Liabilities
Current liabilities:
Accounts payable 1,028,998
Accrued expenses 98,432
Other liabilities 69
Refundable deposits 31,487
Current portion of long-term liabilities 39,243
Total current liabilities 1,198,229
Noncurrent liabilities:
Noncurrent portion of long-term liabilities 2,401,190
Total noncurrent liabilities 2,401,190
Total liabilities 3,599,419
Net Assets
Invested in capital assets, net of related debt 30,157,145
Unrestricted 1,126,197
Total net assets b 31,283,342

The accompanying notes are an integral part of these financial statements.
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Yuma County Airport Authority
Statement of Revenues, Expenses and Changes in Net Assets

Enterprise Funds
Year ended September 30, 2008

Airport
Operations
Operating revenues:
Aeronautical b 1,353,235
Non-aeronautical 851,388
Total operating revenues 2,204,623
Operating expenses:
Personnel expenses 056,319
Operating expenses 838,523
Depreciation 1,058,228
Amortization 2,227
Total operating expenses 2,855,297
Operating loss (650,674)
Nonoperating revenues (expenses):
Interest income 23,578
Intergovernmental 3,505,790
Masterplan (169,532)
Passenger facility charges 279,497
Structure received through reversion 750,000
Interest expense (131,615)
Total nonoperating revenues (expenses) 4,257,718
Changes in net assets 3,607,044
Total net assets - beginning of year 27,676,298
Total net assets - end of year $ 31,283,342

The accompanying notes are an integral part of these financial statements.
10



Yuma County Airport Authority
Statement of Cash Flows - Enterprise Funds
Year ended September 30, 2008

Cash flows from operating activities:
Receipts from customers and users
Payments to suppliers
Payments to employees

Net cash provided by operating activities

Cash flows from capital and related
financing activities:

Acquisition and construction of capital assets
Proceeds from sale or disposal of capital assets
Receipts of passenger facilities charges
Capital grants received
Increase in restricted assets
Acquistion of long-term debt
Principal paid on long-term debt
Interest paid on long-term debt

Net cash used for capital and

related financing activities

Cash flows from investing activities:
Interest and dividends

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating loss to net cash
provided by operating activities:
Operating loss
Adjustments to reconcile operating loss

to net cash provided by operating activities:
Depreciation and amortization
Changes in assets and liabilities:

Decrease in accounts receivable

Increase in prepaid items

Increase in accounts payable

Decrease in accrued expenses

Decrease in refundable deposits

Net cash provided by operating activities

Airport
Operations

(3,645,275)
4,617
279,497
2,918,476
(117,624)
2,446,172
(2,332,326)
(131,615)

(778,078)

23,578

61,927
941,369
$ 1,003,296

$ (650,674)

1,060,455

21,382

(5,522)
410,468
(17,165)

(2,517)

5 816,427

The accompanying notes are an integral part of these financial statements.
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Yuma County Airport Authority, Inc.
Notes to the Financial Statements
September 30, 2008

Note 1 — Summary of Significant Accounting Policies

A. Reporting Entity

Yuma County Airport Authority, Inc. is a validly organized and existing body politic
incorporated in the State of Arizona. Yuma County Airport Authority, Inc. (the Authority) was
formed to operate the Yuma International Airport located in Yuma, Arizona under a lease
authorized by Arizona Revised Statute Section 28-8411, et seq, which provides for tax exempt
status of the Authority. Accordingly, no provision is made for Federal or Arizona income taxes.

The Authority has no governmental funds. All of the Authority’s activities are reported in one
enterprise fund related to Airport operations.

B. Fund Financial Statements

Financial statements are provided for proprietary funds.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Fees and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue
items are considered to be measurable and available only when cash is received by the
government.

Under the terms of grant agreements, the Authority funds certain programs by a combination of
grants and general revenues. Therefore, when program expenses are incurred, there are both
restricted and unrestricted net assets available to finance the program. The Authority applies
grant resources to such programs before using general revenues.

The Authority follows FASB Statements and Interpretations issued on or before November 30,
1989; Accounting Principles Board Opinions; and Accounting Research Bulletins, unless those
pronouncements conflict with GASB pronouncements. The Authority has chosen the option not
to follow FASB statements and interpretations issued after November 30, 1989

12



Notes to Financial Statements — Continued

Note 1 — Summary of Significant Accounting Policies — Continued

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation — Continued

Enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with an enterprise fund’s principal ongoing operations. The
principal operating revenues of the Authority’s enterprise fund are charges to customers for sales
and service. Operating expenses of the Authority’s enterprise fund include the cost of sales and
services, administrative expenses and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available, it is the Authority’s policy to use
restricted resources first, then unrestricted resources as they are needed.

D. Assets, Liabilities and Net Assets
1. Deposits and Investments

The Authority’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from
the date of acquisition.

Concentration of credit risk - the Authority’s financial instruments that are exposed to
concentrations of credit risk consist primarily of cash and trade accounts receivable. The *
Authority places its cash with high credit worthy institutions. At times such cash may be
in excess of the FDIC insurance limit. All amounts in excess of FDIC coverage are fully
collateralized in accordance with State Law. The Authority routinely assesses the
financial strength of its customers and, as a consequence, believes that its trade accounts
receivable credit risk exposure is limited.

2. Receivables and Payables

All trade receivables are shown net of an allowance for uncollectibles.

Federal and state grants and contracts are recorded as intergovernmental receivables and
revenues when the related expenditures are incurred. That portion of reimbursement in
excess of expenditures is offset in the deferred revenue account.

3. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items.

13



Notes to Financial Statements — Continued

Note 1 — Summary of Significant Accounting Policies — Continued

D. Assets, Liabilities and Net Assets - Continued
4. Capital Assets

Capital assets are defined by the Authority as assets with an initial, individual cost of
more than $5,000 and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if actual cost is not available.
Donated capital assets are recorded at estimated fair market value at the date of donation.
The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects as
constructed. Interest incurred during the construction phase of capital assets of business-
type activities is included as part of the capitalized value of assets constructed.

Property and equipment are depreciated using the straight line method over the following
estimated useful lives:

Buildings and improvements 5 to 40 years
Furniture, fixtures and equipment 3 to 50 years
Vehicles 5to 7 years

5. Compensated Absences

It is the Authority's policy to permit employees to accumulate earned but unused vacation
and sick pay benefits. Upon termination of employment, all unused vacation and sick
leave benefits are paid to employees with more than six months length of employment.
Accordingly, vacation and sick leave benefits are accrued as a liability in the financial
statements.

6. Estimates

The preparation of the basic financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the basic financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

14



Notes to Financial Statements — Continued

Note 2 — Cash and Investments

At September 30, 2008, the Authority’s cash consisted of the following:

Cash on hand $ 200
Cash in bank 1,180,195
Total $ 1,180,395

At September 30, 2008, the carrying amount of the Authority’s total cash in bank was
$1,180,195 and the bank balance was $1,248,386. Of the bank balance, $100,000 was covered by
federal depository insurance and 31,148,386 was covered by collateral held by the pledging
institution’s trust department.

At September 30, 2008, the Authority’s cash consisted of the following;:

Cash and
Cash Restricted
Equivalents Cash Total

$ 1,003,295 § 177,100 $ 1,180,395

Restricted Cash

The restricted cash held on September 30, 2008 included a demand deposit bank account in the
amount of $177,100. This account represents passenger facility charges that have been collected
by the Authority. These funds are restricted in that they can only be used for projects authorized
by the Federal Aviation Administration.

Note 3 — Receivables

Accounts receivable consisted of the following at September 30, 2008:

Accounts receivable $ 88,177
Less allowance for uncollectibles ( 500)
Net total receivables $ 87,677

Intergovernmental receivables consisted of the following at September 30, 2008:

Federal Aviation Administration $ 829,882
US Department of Transportation 57,410
Arizona Department of Transportation 56,838
US Department of Homeland Security 35,197

Total intergovernmental receivables $ 979,327

15



Notes to Financial Statements — Continued

Note 4 — Capital Assets

Capital asset activity for the year ended September 30, 2008 is as follows:

Capital assets, not being depreciated:

Land and easements

Construction in progress
Total capital assets, not being
depreciated

Capital assets, being depreciated:
Buildings and improvements
Furniture, fixtures and equipment

Vehicles
Total capital assets, being
depreciated

Less accumulated depreciation for:

Buildings and improvements
Furniture, fixtures and equipment
Vehicles

Total accumulated depreciation

Total capital assets, being
depreciated, net

Business-type activities
capital assets, net

Depreciation expense of $1,058,228 was charged to the airport operation enterprise fund.

Beginning Ending

Balance Increases Decreases Balance
$ 6,485,651 $ - $ - $ 6,485,651
2,321,628 3,492,242 (3,624,138) 2,189,732
8,807,279 3,492,242 (3,624,138) 8.675,383
28,215,366 4,432,752 ( 37,828) 32,610,290
941,421 94,419 (23,427 1,012,413
277,509 = ( 600) 276,909
29,434,296 4,527,171 ( 61,8595 33,899,612
( 8,569,553) ( 931,666) 30,984 ( 9,470,235)
( 218,855 (  95,074) 23,427 (  290,502)
( 185,792) ( 31,488) 600 ( 216,680)
( 8,974,200) (1,058,228) 55,011 ( 9,977.417)
20,460,096 3,468,943 ( 6,844) 23,922,195
$ 29,267,375 $ 6,961,185 $(3,630,982) $ 32,597,578

16



Notes to Financial Statements — Continued

Note 4 — Capital Assets — Continued

Construction in Progress

At September 30, 2008, the Authority had the following projects still in progress:

Balance,
Balance, Completed Sept. 30,
Project Oct. 1, 2007 Additions Projects 2008
Land Acquisition $ 26,762 $ 11,938 $ - $ 38,700
40" Street DCC Apron 2,098,586 135,744 2,234,330 -
Passenger Terminal
Expansion & Re-model 194,119 1,195,689 1,389,808 -
Taxiway F 2,161 1,764,414 - 1,766,575
DCC Apron Phase I - 111,226 - 111,226
DCC Hangar - 244 418 - 244418
DCC Apron Phase II - 10,190 - 10,190
Runway Sweeper - 3,260 - 3,260
Maintenance Building
Remodel - 15,363 - 15,363
Total $ 2,321,628 $ 3,492,242 $ 3,624,138 $ 2,189,732
Note 5 — Lone-Term Debt
Long-term debt of the Authority at September 30, 2008, consists of:
Tax Exempt Note Payable (unsecured) to 1* Bank Yuma, with monthly
payments of $12,860 including interest. The variable interest rate is
4.75% until July 21, 2013. The interest rate is determined by prime rate
published in the West Coast edition of The Wall Street Journal less
.25%, adjusted every five years. The note has a no negative amortization
clause and matures on July 21, 2038. The Authority has pledged
general airport revenues, as collateral for the note. $ 2,440,433

17



Notes to Financial Statements — Continued

Note S — Long-Term Debt — Continued

Debt service requirements (at current interest rates) at September 30, 2008 were as follows:

Year Ending September 30, Principal Interest Total
2009 $ 39,243 § 115,074 $ 154317
2010 41,148 113,169 154,317
2011 43,146 111,171 154,317
2012 45,241 109,076 154,317
2013 47,437 106,880 154,317

2014-2018 274,047 497,536 771,583
2019-2023 347,350 424,233 771,583
2024-2028 440,259 331,324 771,583
2029-2033 558,020 213,563 771,583
2034-2038 604,542 65,697 670,239

$ 2,440,433 $ 2,087,723 $ 4,528,156

Changes in long-term debt for the year ended September 30, 2008, were as follows:

Balance Balance Due
October 1, September Within
2007 Additions Retirements 30, 2008 One Year
Notes payable $ 2,526,587 $ 2,446,172 $ 2,532,326 $ 2,440,433 $ 39,243

Note 6 — Commitments and Contingency

Amounts received or receivable from grantor agencies are subject to audit and adjustments by
grantor agencies, principally the federal government. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amounts, if any of
expenditures which may be disallowed by the grantor cannot be determined at this time although
the Authority expects such amounts, if any, to be immaterial.

On January 17, 1966 the Yuma County Airport Authority, Inc. entered into an agreement with
the County of Yuma, whereby the Authority would lease all buildings, structures, improvements
and personal property of the Yuma International Airport for a nominal fee. During the year, the
Authority and Yuma County entered into an amendment of this agreement effective December 1,
2007 which extend the agreement another 25 years to November 30, 2032 in addition to allowing
for the option to renew for another 25 years. On March 18, 2008, the Authority exercised the
option to renew for the additional 25 years which brings the termination of the agreement to
November 30, 2057.

18



Notes to Financial Statements — Continued

Note 6 — Commitments and Contingency — Continued

Title to all real property acquired by the Yuma County Airport Authority, Inc. vests in the
County of Yuma. During the term of the lease agreement, the Authority will operate and manage
the property. All personal property acquired belongs to the Authority and may be sold or traded
by it. However, upon termination of the lease agreement, the personal property passes to the

County of Yuma.

Note 7 — Rental Revenues and Landing Fees

The Authority derives revenue from the leasing of property and equipment.

A schedule of

minimum future rentals under non-cancelable operating leases as of the end of the last fiscal year

is as follows:

Year Ending September 30,

2009
2010
2011
2012
2013
Thereafter

Total

§ 695,849
313,002

328,211

350,798

359,165

2,363,066
$ 4,410,091

Landing fees received by the Authority are a contingent rental based on a charge per thousand
pounds of certified gross weight of the aircraft for each landing. The Authority is also receiving
contingent rental revenue from various car rental agencies and Republic Parking Systems, based

on a percentage of gross revenue.

The amount of contingent rentals for the past four fiscal years follows:

Year Ended September 30,

2008 2007 2006 2005
Aircraft landing fees $ 173,564 $ 197,203 $ 117,400 $ 158219
Car rental and parking fees 769,602 767,644 600,260 565,789
Total $§ 943,166 $ 964,847 $ 717,660 $ 724,008

19



Notes to Financial Statements — Continued

Note § — Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Authority carries commercial insurance for all such risks of loss, including workers’
compensations and employees’ health and accident insurance. Settled claims resulting from
these risks have not exceeded commercial insurance coverage in any of the past three fiscal
years.

Note 9 — Pension Plan

Plan Description - the Arizona State Retirement System (ASRS) administers a cost-sharing
multiple-employer defined benefit pension plan that covers general employees of the Authority.
The ASRS is governed by the Arizona State Retirement System Board according to the
provisions of A.R.S. Title 38, Chapter 5, Article 2.

The plan issues a publicly available financial report that includes its financial statements and
required supplementary information. A report may be obtained by writing or calling the plan.

ASRS

3300 N. Central Avenue

P.O. Box 33910

Phoenix, AZ 85067-3910

(602) 240-2000 or (800) 621-3778

Funding Policy - The Arizona State Legislature establishes and may amend active Plan
members’ and the Authority’s contribution rates.

Cost-sharing plans - For the year ended September 30, 2008, active ASRS members and the
Authority were each required by statute to contribute at the actuarially determined rate of 9.45
percent (8.95 percent retirement and 0.5 percent long-term disability) of the members’ annual
covered payroll. The Authority’s contributions to ASRS for the years ended September 2008,
2007, and 2006 were $126,153, $145,867, and $125,306 respectively, which were equal to the
required contributions for the year. Contributions came from equal amounts of employee
withholdings and operating resources of the Authority.

Note 10 — Related Party Transactions

A board member of the Authority is a principal of the insurance agency which assists the
Authority in contracting its property and liability insurance from various underwriters. This
insurance agency collects fees in various ways in relation to this service. The amount of
insurance expense incurred during the year ended September 30, 2008 totaled $75,262.
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Report on Internal Control over Financial Reporting and on Compliance
and on Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors
Yuma County Airport Authority, Inc.

We have audited the financial statements of the business-type activities and each major fund of Yuma
County Airport Authority, Inc. (the Authority) as of and for the year ended September 30, 2008, which
collectively comprise the Authority’s basic financial statements, and have issued our report thereon
dated January 2, 2009. 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.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Yuma County Airport Authority, Inc.’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Authority’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Authority’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process or
report financial data reliably in accordance with general accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statement that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in
a more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s basic financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the board of directors, management,
others within the entity, and federal awarding agencies and is not intended to be and should not be
used by anyone other than these specified parties.

January 2, 2009
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Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control
over Compliance in Accordance with OMB Circular A-133

To the Board of Directors
Yuma County Airport Authority, Inc.

Compliance

We have audited the compliance of Yuma County Airport Authority, Inc. with the types of
compliance requirements described in the 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
September 30, 2008. Yuma County Airport Authority, Inc.’s major federal program is identified in
the summary of audit 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 Yuma County Airport Authority, Inc.’s management. Our
responsibility is to express an opinion on Yuma County Airport Authority, Inc.’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 federal program occurred. An audit includes examining,
on a test basis, evidence about Yuma County Airport Authority, Inc.’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 a
legal determination of Yuma County Airport Authority, Inc.’s compliance with those requirements.

In our opinion, Yuma County Airport Authority, Inc. complied, in all material respects, with the
requirements referred to above that are applicable to its major federal program for the year ended
September 30, 2008.



Internal Control over Compliance

The management of Yuma County Airport Authority, Inc. 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 Yuma County Airport
Authority, Inc.’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, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of Yuma County Airport Authority, Inc.’s internal control over compliance.

A control deficiency in the entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the business-type activities and each major fund of Yuma
County Airport Authority, Inc. as of and for the year ended September 30, 2008 and issued our report
thereon dated January 2, 2009. Our audit was performed for the purpose of forming our opinion on the
financial statements that collectively comprise the Yuma County Airport Authority, Inc.’s basic financial
statements. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the basic financial
statements. Such information has 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 statement taken as a whole.

This report is intended solely for the information and use of the board of directors, management, and
federal awarding agencies and is not intended to be and should not be used by anyone other than these

specified parties.
Phoenix, Arizona
January 2, 2009 /
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Yuma County Airport Authority, Inc.
Schedule of Findings and Questioned Costs
Year ended September 30, 2008

Summary of Audit Results

Financial Statements:

1.

The auditor’s report expresses an unqualified opinion on the basic financial statements of
Yuma County Airport Authority, Inc.

2. No material weaknesses were identified in internal control over financial reporting of Yuma
County Airport Authority, Inc. which would be required to be reported in accordance with
Government Auditing Standards.

3. There were no significant deficiencies considered to be material weaknesses identified.

4. There was no noncompliance material to the financial statements noted.

Federal Awards:

5. There were no material weaknesses identified in internal control over major programs.

6. There were no significant deficiencies identified considered to be material weaknesses.

7. The auditor’s report issued on compliance for major programs for Yuma County Airport
Authority, Inc expresses an unqualified opinion.

8. The program tested as a major program was:

Program Description CFDA No.
Airport Improvement Program 20.106
9. The threshold for distinguishing between type A and B programs was $300,000.

10. Yuma County Airport Authority, Inc. qualified as a low risk auditee.



Yuma County Airport Authority, Inc.
Schedule of Expenditures of Federal Awards
Year ended September 30, 2008

Federal Grantor / Pass - Through CFDA
Grantor / Program Title Number Expenditures
U.S. Department of Transportation
Airport Improvement Program 20.106 § 2,753,054
20.930 66,052

Small Community Air Service Development

Total U.S. Department of Transportation

See accompanying notes to schedule.
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Yuma County Airport Authority, Inc.
Notes to Schedule of Expenditures of Federal Awards
Year ended September 30, 2008

Note 1 — Basis of Accounting

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Yuma County Airport Authority, Inc. and is presented on the accrual basis of accounting.

Note 2 — Catalog of Federal Domestic Assistance (CFDA) Numbers

The program titles and CFDA numbers were obtained from the 2008 Catalog of Federal
Domestic Assistance.



