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INDEPENDENT AUDITOR'S REPORT 
 
 
 
To the Board of Directors 
Tuscola Area Airport Authority  
Caro, MI 48723 
 
 
Report on the Financial Statements  
 
We have audited the accompanying basic financial statements of the Tuscola Area Airport Authority (the “Authority”) as of 
June 30, 2015, and the related notes to the financial statements. 
 
Management's Responsibility for the Financial Statements  
 
Management is responsible for the preparation and the fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error.  
 
Auditor's Responsibility  
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.  
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Opinion 
 
In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective 
financial position of the Authority as of June 30, 2015 and the respective changes in its financial position and, where 
applicable, cash flows thereof for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
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Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s discussion and 
analysis listed in the table of contents be presented to supplement the basic financial statements.  Such information, 
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
the audit of the basic financial statements.  We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 

 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
Tuscola Area Airport Authority’s basic financial statements.  The additional supplementary information, as listed in the 
table of contents, is presented for purposes of additional analysis and is not a required part of the basic financial 
statements.  
 
Such information is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements.  The information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the 
basic financial statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the information is fairly stated in all material respects in relation 
to the financial statements as a whole.   
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 11. 2015, on our 
consideration of the Tuscola Area Airport Authority’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 in considering the 
Authority’s internal control over financial reporting and compliance. 
 
 
 

 
ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
CARO, MICHIGAN 
 
December 11, 2015 
 



3 

 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS  
 

Tuscola Area Airport Authority 
Management’s Discussion and Analysis 

Year Ended June 30, 2015 
 
The following Management’s Discussion and Analysis (MD&A) of the Tuscola Area Airport Authority’s 
activities is intended to provide an overview of the Authority’s financial condition.  The information 
presented in this management discussion and analysis should be considered in conjunction with the 
statement of net position, the statement of revenues, expenses, and changes in net position, the 
statement of cash flows, and other statistical information contained in this report. 
 
FINANCIAL OPERATIONS HIGHLIGHTS: 
 
   The Tuscola Area Airport Av Fuel sales decreased $19,008 to $17,985 in fiscal year 2014-15 

over fuel sales of $36,993 in 2013-14. The jet fuel sales also decreased by $3,736 to $15,316 in         
fiscal year 2014-15 over sales of $19,052 in 2013-14 
 

  Fuel expenditures decreased in fiscal year 2014-15 by $14,655 to $22,680 from   
  2013-14 expenditures of $37,335. 

 
   Total operating expenses have decreased in 2014-15 by $25,107 to $291,389 from 2013-14      

operating expenses of $316,496.  
 
 

FINANCIAL OPERATIONS OVERVIEW : 
 
The Tuscola Area Airport Authority’s goal is to improve services to the flying public by increasing the 
economic development of the local communities in Tuscola County.  The Authority is working towards 
increasing traffic into the airport and making improvement to its infrastructure as ways to reach this 
goal. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 

 
FINANCIAL POSITION SUMMARY 
 
A condensed summary of the Authority’s net position for the years ended June 30, 2015 and June 30, 
2014 is presented as follows: 
       2015           2014 

ASSETS   

Current $                                50,439 $                                59,458        

Non-Current 3,247,045 3,165,958 

Total Assets 3,297,484                              3,225,416 
 

   

LIABILITIES   

 Current 12,870                                   43,485 

 Non-Current 23,304                                   34,290 

                Total Liabilities 36,174                                   77,775 

   

NET POSITION   

  Net Investment in Capital Assets 3,212,756                              3,121,116 

  Unrestricted 48,554                                   26,525 

            Total Net Position $                           3,261,310  $                          3,147,641 
 

   

   

   

   

 
 
 
 
 
 
 
 
 
 

                                                       

Tuscola Area Airport Authority 
1750 Speirs Drive 

Caro, MI  48723 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
SUMMARY OF CHANGES IN NET POSITION 
 
A condensed summary of the Airport Authority’s changes in net position for the years ending           
June 30, 2015 and June 30, 2014 are presented below as follows: 

              2015         2014 

Operating Revenue            $      89,840            $    115,275 

Operating Expenses                  291,389                  316,496 

Operating Loss                 (201,549)                 (201,221) 

   

Non Operating Revenues 
(Expenses) 

41,921 31,725 

Net Income (Loss) Before 
Capital Contributions 

(159,629) (169,496) 

Capital Contributions 273,297 57,332 

Change in Net Position              $   113,669              $   (112,164) 

                                                     
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital  assets  consist  of  land,  buildings,  equipment,  and improvements in progress. 
Contributions of $273,297 in 2015 were used to improve the runway and seal cracks in the airfield.  
 
At June 30, 2015 and 2014, the Authority had outstanding debt of $34,289 and $44,426, respectively. 

 
 
 
 
 
 
                                                                                   
 

Tuscola Area Airport Authority 
1750 Speirs Drive 

Caro, MI  48723 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
Revenues 
 
The following chart shows the Tuscola Area Airport Authority’s major operating revenues categories 
and their relation to the total operating expenses for the year ending June 30, 2015 and                
June 30, 2014, as presented below: 
       2015                                  2014 

Aviation Fuel Sales      17,985      36,993 

Jet Fuel Sales      15,316      19,052 

Hangar Rentals     45,979     49,855 

Concession Agreement                        8,000                        8,000 

Miscellaneous Revenue       2,560        1,375 

Total Operating Revenue                    89,840                   115,275 

   

             
 
Significant differences in revenues compared to the prior are explained as follows: 

 Aviation fuel sales decreased due to less traffic and pilots not using the  
airport to purchase fuel. 
 

 Jet Fuel sales decreased due to less jet traffic.  
 
 
    
    
 
                                         
                                                                   

Tuscola Area Airport Authority 
1750 Speirs Drive 

Caro, MI  48723 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
OPERATING EXPENSES 
 
The following chart depicts the Tuscola Area Airport Authority’s major operating expense categories 
and their relation to the total operating expense for the years ending June 30, 2015 and June 30, 
2014 as presented below: 
 

                                                                2015                        2014 

Contract Employees $                  12,000 $                  19,318 

Operating Supplies   12,142   9,464 

Contracted Services  5,652  8,542 

Telephone 2,494  1,643 

Insurance                    14,125                    14,144 

Heat, Power & Light                    9,342                    12,189 

Maintenance and 
Miscellaneous 

                   13,610                    11,264 

Depreciation       199,344       202,597 

Fuel Purchases                   22,680                   37,335 

   

Total Operating Expenses   $           291,389   $           316,496 

   

 
 
 
 
 
 
 
 
 
 

Tuscola Area Airport Authority 
1750 Speirs Drive 

Caro, MI  48723 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED) 
 
FINANCIAL STATEMENTS 
 
Tuscola Area Airport Authority’s financial statements are prepared on an accrual basis in accordance 
with accounting principles generally accepted in the United States of America promulgated by the 
Governmental Accounting Standards Board.  The Authority accounts for its activity in a single 
enterprise fund with revenues recognized when earned, not when received.  Expenses are 
recognized when incurred, not when paid.  Capital Assets are depreciated (except land) over their 
useful lives. Construction in progress projects are closed and transferred to their respective capital 
accounts upon completion. 
 
 
CONTACTING THE TUSCOLA AREA AIRPORT AUTHORITY’S FINANCIAL MANAGEMENT 
 
This financial report is intended to provided taxpayers, customers, and bondholders with a general 
overview of the Authority’s finances and to show the Authority’s accountability for the money it 
receives.  If you have any questions about this report or need additional information, we welcome you 
to contact the Tuscola Area Airport Authority at 1750 Speirs Drive, Caro, Michigan. 

Tuscola Area Airport Authority 
1750 Speirs Drive 

Caro, MI  48723 



BASIC FINANCIAL STATEMENTS



June 30, 2015

ASSETS

CURRENT ASSETS:

Cash and equivalents 17,589$         

Accounts receivable - net 5,389             

Prepaid expenditures 10,377           

Inventory 17,084           

Total Current Assets 50,439           

NONCURRENT ASSETS:

Capital assets not being depreciated 505,969         

Capital assets, net of accumulated depreciation 2,741,076      

Total Noncurrent Assets 3,247,045      

TOTAL ASSETS 3,297,484      

LIABILITIES & NET POSITION

CURRENT LIABILITIES:

Accounts payable 1,885             

Current maturities of long-term debt 10,985           

Total Current Liabilities 12,870           

NONCURRENT LIABILITIES:

Notes payable - long-term 23,304           

TOTAL LIABILITIES 36,174           

NET POSITION:

Net investment in capital assets 3,212,756      

Unrestricted 48,554           

Total Net Position 3,261,310$    

See notes to the financial statements.

TUSCOLA AREA AIRPORT AUTHORITY

Statement of Net Position
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June 30, 2015

OPERATING REVENUE:

Gas sales 17,985$         

Jet fuel 15,316           

Hangar rentals 45,979           

Concession agreement 8,000             

Miscellaneous income 2,560             

Total Operating Revenue 89,840           

OPERATING EXPENSES:

Contract Employees 12,000           

Operating supplies 12,142           

Contracted services 5,652             

Telephone 2,494             

Insurance 14,125           

Heat, light & power 9,342             

Maintenance & miscellaneous 13,610           

Depreciation 199,344         

Fuel purchases 22,680           

Total Operating Expenses 291,389         

OPERATING INCOME (LOSS) (201,549)        

NON-OPERATING REVENUE (EXPENSES):

Contributions from members and other units 38,513           

Gain/Loss on sale of asset 4,227             

Interest Income 1,488             

Interest expense (2,308)            

TOTAL NON-OPERATING REVENUE (EXPENSES) 41,920           

NET INCOME (LOSS) - Before capital contributions (159,629)        

CAPITAL CONTRIBUTIONS 273,298         

NET INCOME (LOSS) 113,669         

NET POSITION - JULY 1 3,147,641      

NET POSITION - JUNE 30 3,261,310$    

See notes to the financial statements.

TUSCOLA AREA AIRPORT AUTHORITY

Statement of Revenues, Expenses, and

Changes in Net Position
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June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from customers 95,691$         

Cash payments to employees for services (12,000)          

Cash payments to other suppliers of goods or services (105,824)        

Net cash provided by (used in) operating activities (22,133)          

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Principal payments on debt (20,951)          

Interest paid (2,308)            

Capital expenditures (280,429)        

Proceeds from sale of assets 4,227             

Contributions from members 38,513           

Contributed Capital 273,298         

Net cash used in capital and related financing activities 12,350           

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest earned on investments 1,488             

Net cash provided by investing activities 1,488             

NET INCREASE (DECREASE) IN CASH & CASH

EQUIVALENTS (8,295)            

CASH & CASH EQUIVALENTS AT BEGINNING

OF YEAR 25,884           

CASH & CASH EQUIVALENTS AT END OF YEAR 17,589$         

Balance Sheet Classification of Cash and Cash Equivalents

Cash and cash equivalents 17,589$         

Total cash and cash equivalents 17,589$         

See notes to the financial statements.

Supplemental Cash Flow Information - Capital contributions amounting to $273,297

were received from both the federal government and the State of Michigan during 2015,

and were recorded as additions to property, buildings, equipment, and Authority revenue.

TUSCOLA AREA AIRPORT AUTHORITY

Statement of Cash Flows
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June 30, 2015

Reconciliation of operating loss to net cash from operating activities:

Operating income (loss) (201,549)$       

Adjustments to reconcile operating loss to net cash provided

by operating activities:

Depreciation and amortization 199,344           

(Increase) decrease in assets:

Accounts receivable 5,851               

Inventory 5,250               

Prepaids (10,377)           

Increase (decrease) in liabilities:

Accounts payable (20,652)           

     Net cash provided by (used in) operating activities (22,133)$         

See notes to the financial statements.

TUSCOLA AREA AIRPORT AUTHORITY

Statement of Cash Flows (Continued)
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TUSCOLA AREA AIRPORT AUTHORITY 
Notes to the Financial Statements 

June 30, 2015  
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 

The following is a summary of the significant accounting policies used by the Tuscola Area Airport Authority. 
 
 REPORTING ENTITY: 
The TAAA (Authority) was incorporated in 1993 under the provisions of Act 206 of the Public Acts of 1957, as 
amended by Act 410 of the Public Acts of 1978, and by Act 312 of the Public Acts of 1982. 

 
The municipal corporations that created the Authority include the Villages of Caro, Cass City and Kingston as well as 
Elkland Township, all in the County of Tuscola, State of Michigan. 

 
The purpose of this Authority is to exercise any and all powers necessary for the purpose of planning, promoting, 
acquiring, constructing, improving, enlarging, extending, owning, maintaining and operating the landing, navigational 
and building facilities of the Tuscola Area Airport, formerly known as the Caro Municipal Airport. 

 
The Authority is governed under the direction of a board of as many directors as are appointed to it by member 
municipalities, as shall be determined from time to time, but not less than four (4). 
 
The Board maintains its own accounting system; employs a manager; adopts rules, regulations, policies governing 
employees, property, and facilities; prepares an annual financial report; and adopts by-laws, policies, and procedures 
deemed necessary for conduct of business.  The Authority is financed through grants and loans from Federal and 
State government, fees from users, contributions from governmental entities and other. 
 
ACCOUNTING AND REPORTING PRINCIPLES:  
The Authority follows accounting principles generally accepted in the United States of America (GAAP) as applicable 
to governmental units. Accounting and financial reporting pronouncements are promulgated by the Government 
Accounting Standards Board. 
 
REPORT PRESENTATION:  
This report includes the fund based statements of the Authority. In accordance with government accounting principles, 
a government wide presentation with program and general revenues is not applicable to special purpose governments 
engaged only in business type activities.  
 
The financial statements include the accounts of the Authority and have been prepared on the accrual basis. The 
significant accounting policies of the Authority, as summarized below, conform with proprietary fund accounting and 
reflect practices appropriate to the regulatory environment in which it operates.  

 
BASIS OF ACCOUNTING: 
The financial statements have been prepared in accordance with accounting principles generally accepted in the 
United States of America as prescribed by Governmental Accounting  Standards  Board (GASB)  Statement  No. 20,  
Accounting  and  Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary 
Fund Accounting. In December 2010, the GASB issued Statement No. 62, Codification of Accounting and Financial 
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements.  This statement 
incorporates into GASB literature certain accounting and financial reporting guidance issued on or before November 
30, 1989 that is included in FASB statements and interpretations, APB opinions, and accounting research bulletins of 
the AICPA Committee on Accounting Procedure.  
 
These full accrual financial statements are reported using the economic resources measurement focus. Revenue is 
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of cash flows. 
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider 
have been met. 
 



TUSCOLA AREA AIRPORT AUTHORITY 
Notes to the Financial Statements 

June 30, 2015  
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ASSETS, LIABILITIES, DEFERRED OUTFLOWS/INFLOWS OR RESOURCES, AND NET POSITION/FUND 
BALANCE: 

 
 CASH AND CASH EQUIVALENTS: 

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.  

 
 TRADE ACCOUNTS RECEIVABLE: 

Accounts receivable represents amounts due from airlines and other entities. An allowance for doubtful accounts 
is recognized based on a specific assessment of receivable balances that remain unpaid. The allowance is 
determined based on management's estimate of amounts recoverable from each entity. Amounts deemed to be 
uncollectible are written off in the period that the determination is made. At June 30, 2015, the allowance for 
doubtful accounts was $1,500. 

 
 INVENTORIES: 

Inventories are valued at the lower of cost (first-in, first-out) or market.  Inventories consisting of expendable 
supplies held for consumption are recorded as expenditures when consumed rather than when purchased. 
 
CAPITAL ASSETS AND DEPRECIATION: 
All assets are recorded at cost.  Depreciation is calculated using the straight-line method over the estimated 
useful lives of the related assets.  Cost of maintenance and repairs are charged to expense when incurred.  
Capital assets are defined by the Authority with an initial individual cost of more than $2,000 and an estimated 
useful life in excess of one year. Such assets are recorded at historical cost or estimated historical cost if 
purchased or constructed. Donated capital assets are recorded at estimated fair market value at the date of 
donation.  
 
Costs incurred by the Authority for capital improvement projects are accumulated as airport improvements in 
progress until the project becomes operational, at which time such costs are transferred to the appropriate capital 
asset account.  

 
Estimated useful lives, in years, for depreciable assets are as follows: 

 
   Land Improvements 20-40 years 
   Buildings 30-50 years 
   Equipment   5-20 years 

 
 DEFERRED OUTFLOWS/INFLOWS OF RESOURCES: 

In addition to assets, the statement of financial position will sometimes report a separate section for deferred 
outflows of resources.  This separate financial statement element, deferred outflows of resources, represents a 
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then.  The Authority has no items that qualify for reporting in this category. 
 
In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred 
inflows of resources.  This separate financial statement element, deferred inflows of resources, represents an 
acquisition of net position that applies to the future period(s) and so will not be recognized as an inflow or 
resources (revenue) until that time.  The Authority has no items that qualify for reporting in this category. 
 
NET POSITION FLOW ASSUMPTION: 
Sometimes the Authority will fund outlays for a particular purpose from both restricted (e.g., restricted bond or 
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted – net position 
and unrestricted – net position in the government-wide financial statements, a flow assumption must be made 
about the order in which the resources are considered to be applied. It is the Authority’s policy to consider 
restricted – net position to have been depleted before unrestricted – net position is applied. 



TUSCOLA AREA AIRPORT AUTHORITY 
Notes to the Financial Statements 

June 30, 2015  
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 REVENUE/EXPENSES: 
 Operating revenues and expenses generally result from providing services.  All other revenues and expenses are 
 reported as non-operating. 
 
 OPERATING CLASSIFICATION: 

The  Authority  distinguishes  operating  revenues  and expenses from non-operating items. Operating revenues 
and expenses generally result from providing services and producing and delivering goods in connection with a 
proprietary fund’s principal ongoing operations. All revenues and expenses not meeting this definition are 
reported as non-operating revenues and expenses.  
 
USE OF ESTIMATES 
The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America 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 financial statements and 
the reported amounts of revenue and expenses during the period.  Actual results could differ from those 
estimates.  

 
 

NOTE 2 – CASH AND CASH EQUIVALENTS: 
Michigan Compiled Laws section 129.91 (Public Act 20 of 1943, as amended), authorizes local governmental units to 
make deposits and invest in the accounts of federally insured banks, credit unions, and savings and loan associations that 
have offices in Michigan. The law also allows investments outside the State of Michigan when fully insured. The local unit 
is allowed to invest in bonds, securities, and other direct obligations of the United States or any agency or instrumentality 
of the United States; repurchase agreements; bankers’ acceptances of United States banks; commercial paper rated 
within the two highest classifications, which mature not more than 270 days after the date of purchase; obligations of the 
State of Michigan or its political subdivisions, which are rated as investment grade; and mutual funds composed of 
investment vehicles that are legal for direct investment by local units of government in Michigan.  
 
The Authority's cash and investments are subject to several types of risk, which are examined in more detail below:  
 
Interest rate risk.  In accordance with its investment policy, the Authority will minimize interest rate risk, which is the risk 
that the market value of securities in the portfolio will fall due to changes in market interest rates, by; structuring the 
investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the 
need to sell securities in the open market; and, investing operating funds primarily in shorter-term securities, liquid asset 
funds, money market mutual funds, or similar investment pools and limiting the average maturity in accordance with the 
Authority's cash requirements. 
 
Credit risk.  State law limits investments in commercial paper and corporate bonds to a prime or better rating issued by 
nationally recognized statistical rating organizations (NRSROs). 
 
Concentration of credit risk.  The Authority will minimize concentration of credit risk, which is the risk of loss attributed 
to the magnitude of the Authority’s investment in a single issuer, by diversifying the investment portfolio so that the impac t 
of potential losses from any one type of security or issuer will be minimized. 
 
Custodial credit risk - deposits.  In the case of deposits, this is the risk that in the event of a bank failure, the Authority's 
deposits may not be returned to it.  As of June 30, 2015 all of the Authority’s bank balance of $17,751, was insured and 
none was exposed to custodial credit risk.  Authority places its deposits with high quality financial institutions.   
 
Custodial credit risk - investments.  For an investment, this is the risk that, in the event of the failure of the 
counterparty, the Authority will not be able to recover the value of its investments or collateral securities that are in the 
possession of an outside party. The Authority has no investments.  
 
Foreign currency risk.  The Authority is not authorized to invest in investments which have this type of risk. 



TUSCOLA AREA AIRPORT AUTHORITY 
Notes to the Financial Statements 

June 30, 2015  
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NOTE 3 – ACCOUNTS RECEIVABLE: 
Accounts receivable consist of the following: 

June 30, 2015

Customer Receivables 6,889$               

Less allowance for doubtful accounts (1,500)               

Total 5,389$               

 
 
NOTE 4 - CAPITAL ASSETS: 
A summary of changes in the Authority's capital assets follows: 

Balance 

July 1, 2014 Additions Deletions

Balance        

June 30, 2015

Capital assets not being depreciated:

Land 248,445$          -                    -                     248,445$          

Construction in progress -                       257,524$      -                     257,524            

Capital assets being depreciated:

Land improvements 3,396,302         22,905          -                     3,419,207         

Buildings 1,191,020         -                    -                     1,191,020         

Fuel Tank 2,880                -                    -                     2,880                

Equipment 441,965            -                    5,000$           436,965            

Subtotal 5,032,167         22,905          5,000             5,050,072         

Accumulated depreciation:

Land improvements (1,441,611)       (128,190)       (1,569,801)       

Buildings (424,095)          (38,090)         (462,185)          

Fuel Tank (1,716)              (144)              (1,860)              

Equipment (247,230)          (32,920)         (5,000)            (275,150)          

Subtotal (2,114,652)       (199,344)       (5,000)            (2,308,996)       

Net capital assets being depreciated 2,917,515         (176,439)       2,741,076         

Net capital assets 3,165,960$       81,085$        -$                   3,247,045$       

Airport improvements in progress consist of the following:

Federal Projects: 2015

Hanger Area Taxiway Rehab (70% complete) 250,026$      

Rehab Runway (30% complete) 7,498            

Total 257,524$      

Depreciation for the fiscal year ended June 30, 2015 amounted to $199,344. 
 



TUSCOLA AREA AIRPORT AUTHORITY 
Notes to the Financial Statements 

June 30, 2015  
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NOTE 5-LINE OF CREDIT: 
The Authority has a line-of-credit of $50,000 available to use for working capital, which they paid off in January of 2015. 
The note is secured by all Authority assets. This note bears interest at 1/2% above Comerica prime, not to exceed 18% or 
be less than 5%. The balance at June 30, 2015 was $0. 

 
 
NOTE 6 – CHANGES IN LONG-TERM DEBT: 
The long-term debt of the Authority may be summarized as follows: 
 

Balance 

6/30/14

Additions  

(Reductions)

Balance 

6/30/15

Note payable to the Michigan Aeronautics Commission, 

due in 10 years at 4.1% per annum. Proceeds used to 

build a new maintenance hangar. 44,426$     (10,552)$            34,289$        

Total Long-Term Debt 44,426       34,289          

Less: Current Portion (10,552)      (10,985)        

Long-Term Portion 33,874$     23,304$        
 

  
The annual requirements to amortize long-term debt outstanding at June 30, 2015 are as follows: 
 
 YEAR ENDING 
 JUNE 30, PRINCIPAL INTEREST       TOTAL  

2016 $10,985 $1,406 $12,391 
2017  11,436   955 12,391 
2018   11,869   486 12,355 
TOTAL   $ 34,289 $ 2,847   $ 37,137 

 
 
NOTE 7 – RISK MANAGEMENT: 
The Authority is exposed to various risks of loss related to property loss, torts, errors and omissions.  The Authority has 
purchased commercial insurance for fleet equipment and tort claims, certain property and equipment damage and theft. 
 
Settled claims for the commercial insurance have not exceeded the amount of coverage in any of the past three years.  
There was no reduction in coverage obtained through commercial insurance during the past year.  
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NOTE 8 – CONCESSION AGREEMENT: 
For the mutual benefit of the flying public, the Tuscola Area Airport Authority “The Authority” and a Developer “the 
Developer” entered into a concession agreement for the building of a Hangar Building.  The Authority is the sole owner of 
a parcel of property (the “Airport Property”) on which the Authority operates an airport for the use of the public (the 
“Airport”).  
 
Whereas, it is the intent and purpose of the Authority to grant and create a “concession at a public airport,” as these terms 
are used in Act 189 of 1953, to benefit the traveling public and to provide facilities and services that might not otherwise 
have been available to the traveling public at the Airport Property.  The concession agreement was reviewed by the 
Indianfields Township assessor and the Michigan Department of Treasury.  It was the opinion of both that the Airport 
Authority and “the Developer” will not pay any property taxes on the building, or land on Airport Authority property. 
 
The Airport Property is open for such use, or such other hours as shall be specified by the Authority, and that such 
facilities and services are available at rates which are reasonable, given the Authority’s purpose in creating the 
concession and recognizing that such rates must be sufficient to encourage The Developer as the concessionaire to 
invest the time and money in creating and operating such a concession operation, which concession operation will not be 
in any way subsidized by the Authority.  The Developer shall bear full responsibility for the repair, replacement and 
maintenance of all buildings and any improvements, additions, and alterations to such buildings on the Concession Area.  
Any new construction will require the approval of the Authority. 

The Authority desires to retain The Developer to develop, manage and operate the Airplane Hanger Project on the 
Concession Area, to operate related concessions thereon, including providing space to the public for airplane storage 
and/or parking, and The Developer desires to obtain such rights from the Authority; pursuant to and under the terms of 
this Concession Agreement, the Authority will grant The Developer the right to develop, use and operate the Airplane 
Hanger Project on the Concession Area.  The operating revenue generated from hangar rentals and income from Airport 
Hangar constructed by The Developer is for the sole use of The Developer. The Authority granted The Developer the right 
to occupy and manage the Concession Area for a term of 10 years, commencing 5 business days after the issuance of 
the occupancy permit for the New Facilities.  The Airport Authority and The Developer will review the agreement at the 
end of the 10 year period for possible renewal.   
 
Compensation for the rights granted to The Developer is $72,000 which is payable to the Airport Authority in 9 annual 
installments of $8,000 each.  The first payment was due on 5/1/07 and on that date each succeeding year thereafter until 
paid in full.  See Note 12 - Subsequent Event for additional information. 

 
 
NOTE 9 – MUNICIPALITIES ALLOCATION: 
Several municipalities have withdrawn from the Tuscola Airport Authority in prior years. Indianfields Township did not 
follow the proper procedure to withdraw and has not paid its indebtedness to the Airport Authority of approximately 
$36,000.  Because this amount is in dispute, it has not been recorded as a receivable. 
 
Allocated amounts due to the Tuscola Airport Authority from municipalities that still participate in the Airport Authority are 
recorded as revenue when received. Receivables are not recorded for these allocations because of the uncertainty of 
when they will be received. 

 
 
NOTE 10 – NEW ACCOUNTING STANDARDS: 
For the year ended June 30, 2015, the following new pronouncements were effective, but did not apply to the Authority: 
 
GASB statement No. 68, Accounting and Financial Reporting for Pensions, and GASB statement No. 71, Pension 
Transition for Contributions Made Subsequent to the Measurement Date. 
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Summary: GASB statement No. 68 requires governments that participates in defined benefit pension plans to report in 
their statement of net position an actuarial calculation. The net position liability is the difference between the total pension 
liability (the present value of projected benefit payments to employees based on their past service) and the assets (mostly 
investments reported at fair value) set aside in a trust and restricted to paying benefits to current employees, retirees, and 
their beneficiaries. The statement requires cost-sharing employers to record a liability and expense equal to their 
proportionate share of the collective net pension liability and expense for the cost-sharing plan. The Statement also will 
improve the comparability and consistency of how governments calculate the pension liabilities and expense.  
 
GASB statement No. 71 addressed the issue of contributions made to the defined benefit pension plans after the 
measurement date for the year in which GASB statement No. 68 is implemented. The effect is to eliminate the source of a 
potential significant understatement of restated beginning net position and expense in the first year of implementation of 
Statement 68 in the accrual basis financial statements. 

 
 
NOTE 11 – UPCOMING ACCOUNTING PRONOUNCEMENT: 
In February 2015, the Governmental Accounting Standards Board issued GASB Statement No. 72, Fair Value 
Measurement and Application. The requirements of this Statement will enhance comparability of financial statements 
among governments by requiring measurement of certain assets and liabilities at fair value using a consistent and more 
detailed definition of fair value acceptable valuation techniques. This Statement also will enhance fair value application 
guidance and related disclosures in order to provide information to financial statement users about the impact of fair value 
measurements on a government's financial position. GASB statement No. 72 is required to be adopted for years 
beginning after June 15, 2015. The Authority is currently evaluating the impact this standard will have on the financial 
statements when adopted, during the Authority's 2015-2016 fiscal year. 
 
Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions, was issued by the GASB in June 2015 and will be effective for the 
Authority's 2018 fiscal year. The Statement requires governments that participate in defined benefit other post-
employment benefit (OPEB) plans to report in the statement of net position a net OPEB liability. The net OPEB liability is 
the difference between total OPEB liability (the present value of projected benefit payments to employees based on their 
past service) and the assets (mostly investments reported at fair value) set aside in a trust and restricted to paying 
benefits to current employees, retirees, and their beneficiaries. Statement 75 requires cost-sharing employers to record a 
liability and expense for the cost-sharing plan. The Statement also will improve the comparability and consistency of how 
governments calculate the postemployment benefits liabilities and expense. The Authority does not offer this type of 
Postemployment benefit and will therefore not have a liability to report related to this pronouncement.  

 
 
NOTE 12 - SUBSEQUENT EVENTS 
The concession agreement discussed in Note 8 is set to expire during the 2015-2016 fiscal year.  The terms of any new 
potential agreement is under negotiation. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT 
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE 

WITH GOVERNMENT AUDITING STANDARDS 
 
 
 

INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the Board of Directors 
Tuscola Area Airport Authority 
Caro, MI 48723  
 
 
We have audited, 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, the financial statements of the business-type activities of Tuscola Area Airport Authority as of and for 
the year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise Tuscola Area 
Airport Authority’s basic financial statements and have issued our report thereon dated December 11, 2015.   
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Tuscola Area Airport Authority internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances 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.  Accordingly, we do not express an opinion on the 
effectiveness of the Authority’s internal control. 
 
A deficiency in internal control 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 and correct misstatements on a timely 
basis.  A material weakness is a deficiency, or combination of deficiencies, in internal control such that there is a 
reasonable possibility that a misstatement of the entity’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that 
is less severe than a material weakness, yet important enough to merit attention by those charged with governance.   
 
Our consideration of internal control over financial reporting was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control over financial reporting that might be 
material weaknesses or significant deficiencies.  Given these limitations, during out audit we did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified.   We identified certain deficiencies in internal control over financial 
reporting, described as 2015-001 in the accompanying schedule of findings and responses that we consider to be 
significant deficiencies in internal control over financial reporting. 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Tuscola Area Airport Authority financial statements are free 
from 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 
that are required to be reported under Government Auditing Standards. 
 
The Authority’s Response to Findings 
Tuscola Area Airport Authority’s responses to the findings identified in our audit are described in the accompanying 
schedule of findings and responses. Tuscola Area Airport Authority’s responses were not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on them. 
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results 
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This 
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the 
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose. 
 
 
 

 
ANDERSON, TUCKEY, BERNHARDT & DORAN, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
CARO, MICHIGAN 

 
December 11, 2015 
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TUSCOLA AREA AIRPORT AUTHORITY 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE YEAR ENDED JUNE 30, 2015 
 
 
Findings considered significant deficiencies 
 
Finding 2015-001 
 
Criteria: 
Statement on Auditing Standards #115 titled Communicating Internal Control Related Matters Identified in 
an Audit (issued October 2008), requires us to communicate in writing when a client has a small staff size 
that limits the segregation of duties. 
 
Condition: 
Due to the limited number of staff, many critical duties are combined and given to the available staff. 
 
Context: 
Internal controls are weakened due to the lack of segregation of duties. 
 
Effect: 
As a result of this condition, the Authority is exposed to an increased risk that misstatements (whether 
caused by error or fraud) may occur and not be prevented, or detected and corrected by management on 
a timely basis. Other staff members and/or contracted staff must be utilized in order to achieve good 
internal controls. 
 
Cause: 
The Authority doesn’t have enough staff in the business office to have proper segregation of duties 
 
Recommendation: 
At this time, we recommend the Authority segregate the duties whenever possible and communicate this 
as required by professional standards.  The correct process meets the definition of significant deficiency 
as defined in Statement on Auditing Standards #115. 
 
Client Response: 
We are aware of this deficiency and believe it is not cost beneficial to hire additional staff at this time.  We 
will try to use contract staff to segregate duties whenever possible.  We would expect this situation to be 
ongoing in future years. 
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To the Members of the Board 
Tuscola Area Airport Authority 
 
 
We have audited the financial statements of the Tuscola Area Airport Authority for the year ended June 30, 2015, and 
have issued our report thereon dated December 11, 2015. Professional standards require that we provide you with the 
following information related to our audit. 
 
Our Responsibility under Auditing Standards Generally Accepted in the United States of America and Government 
Auditing Standards  

 

As stated in our engagement letter, our responsibility, as described by professional standards, is to express opinions 
about whether the financial statements prepared by management with your oversight are fairly presented, in all material 
respects, in conformity with U.S. generally accepted accounting principles.  Our audit of the financial statements does not 
relieve you or management of your responsibilities. 
 
In planning and performing our audit of the financial statements, we considered The Tuscola Area Airport Authority's 
internal control over financial reporting to determine the auditing procedures that are appropriate in the circumstances for 
the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control 
over financial reporting.  
 
As part of our audit, we considered the internal control of Tuscola Area Airport Authority. Such considerations were 
solely for the purpose of determining our audit procedures and not to provide any assurance concerning such internal 
control. 
 
As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we 
performed tests of Tuscola Area Airport Authority compliance with certain provisions of laws, regulations, contracts, 
and grants. However, the objective of our tests was not to provide an opinion on compliance with such provisions. 
 
Planned Scope and Timing of the Audit 
We performed the audit according to the planned scope and timing previously communicated to you in our meeting about 
planning matters on September 9, 2015. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting policies.  The significant accounting 
policies used by the Tuscola Area Airport Authority are described in Note 1 to the financial statements. We noted no 
transactions entered into by the governmental unit during the year for which there is a lack of authoritative guidance or 
consensus. All significant transactions have been recognized in the financial statements in the proper period.  
 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events.  Certain 
accounting estimates are particularly sensitive because of their significance to the financial statements and because of the 
possibility that future events affecting them may differ significantly from those expected.  The most sensitive estimate 
affecting the financial statements was the estimated capital asset lives for depreciation. 
 
The disclosures in the financial statements are neutral, consistent, and clear. 
  



Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than 
those that are trivial, and communicate them to the appropriate level of management. Management has corrected all such 
misstatements.  In addition, none of the misstatements detected as a result of the audit procedures and corrected by 
management were material, either individually or in the aggregate, to the financial statements taken as a whole. We 
proposed adjustments that we consider to be significant and have communicated this to management. 
 
Disagreements with Management 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter, 
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditor’s report. We 
are pleased to report that no such disagreements arose during the course of our audit. 
  
Management Representations 
We have requested certain representations from management that are included in the management representation letter 
dated December 11, 2015. 
 
Management Consultations with Other Independent Accountants  
In some cases, management may decide to consult with other accountants about auditing and accounting matters, similar 
to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting principle to the 
governmental unit’s financial statements or a determination of the type of auditor’s opinion that may be expressed on 
those statements, our professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with other accountants. 
 
Other Audit Findings or Issues  
We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with 
management each year prior to retention as the governmental unit’s auditors. However, these discussions occurred in the 
normal course of our professional relationship and our responses were not a condition to our retention. 
 
Other Matters 
We applied certain limited procedures to Management’s Discussion & Analysis, which is required supplementary 
information (RSI) that supplements the basic financial statements.  Our procedures consisted of inquiries of management 
regarding the methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, other knowledge we obtained during the audit of the basic 
financial statements.  We did not audit the RSI and do not express an opinion or provide any assurance on the RSI. 
 
We were engaged to report on additional supplementary information, which accompany the financial statements but are 
not RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the 
form, content, and methods of preparing the information to determine that the information complies with accounting 
principles generally accepted in the United States of America, the method of preparing it has not changed from the prior 
period, and the information is appropriate and complete in relation to our audit of the financial statements. We compared 
and reconciled the supplementary information to the underlying accounting records used to prepare the financial 
statements or to the financial statements themselves. 
 
Restriction on Use 
This information is intended solely for the use of the Members of the Board and management of the Tuscola Area 
Airport Authority and is not intended to be and should not be used by anyone other than these specified parties. 
 
Very truly yours, 
 

 
Anderson, Tuckey, Bernhardt, & Doran, P.C. 
Certified Public Accountants 
Caro, Michigan 
 
December 11, 2015 
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To the Members of the Board 
Tuscola Area Airport Authority 
 
In planning and performing our audit of the financial statements of the business-type activities of Tuscola Area Airport 
Authority as of and for the year ended June 30, 2015, in accordance with auditing standards generally accepted in the 
United States of America, we considered Tuscola Area Airport Authority’s internal control over financial reporting 
(internal control) as a basis for designing auditing procedures that are appropriate in the circumstances for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness 
of Tuscola Area Airport Authority’s internal control.  Accordingly, we do not express an opinion on the effectiveness of 
Tuscola Area Airport Authority’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not 
designed to identify all deficiencies in internal control that might be significant deficiencies or material weaknesses.  
However, during our audit, we noted certain matters involving internal control and other operational matters that are 
presented for your consideration.  This letter does not affect our report dated December 11, 2015 on the financial 
statements of the Authority.  We will review the status of these comments during our next audit engagement.  Our 
comments and recommendations, all of which have been discussed with appropriate members of management, are 
intended to improve the internal control or result in other operating efficiencies.  We will be pleased to discuss these 
comments in further detail at your convenience, perform any additional study of these matters, or assist you in 
implementing the recommendations.  Our comments are summarized as follows: 

 
Bank Reconciliations (repeat comment): 
Bank reconciliations for the checking account have some long outstanding reconciling items.  Accurate 
bank reconciliations are necessary to determine an entity's available cash.  We recommend that long-
outstanding checks and other uncleared reconciling items have been appropriately reversed and that 
unclaimed amounts have been properly handled in accordance with state escheat laws.  Also the bank is 
now assessing a service charge on this account.  There has been no other activity in the account for a 
significant amount of time.  The Board should consider if it is necessary to continue to maintain the 
account.  The bank reconciliation for the money market account which was closed had not been 
completed.  This reconciliation should be completed and the account marked as inactive. 
 
Accounts Receivable (repeat comment): 
An accurate Accounts Receivable list is very important.  This listing is a useful tool to help determine 
future cash flows and can help to determine the Authority's overall profitability.  The Aged Accounts 
Receivable report has a quantity of long outstanding invoices with a small amount due or a credit balance 
in the customer's account.  The Board should consider whether these accounts are accurate and if are in 
fact credits owed the customers.  If there are inaccuracies in the report, the invoices should be written off 
or recorded as miscellaneous income and cleared from the report. 
 
AV Fuel Inventory: 
Accurate inventory records are very important both to the fair presentation of the financial statements and 
also for determining the profitability of the entity.  Our reasonableness test showed a discrepancy of 
approximately 700 gallons of fuel.  We recommend that the Authority record the inventory  
level several times each year and compare the change in fuel inventory with the associated fuel sales and 
purchases for the same time frame.  This will help to determine the precision of the fuel tank gauge.  It 
can then be determined if the gauge measurement is a reliable determination of fuel inventory for the 
financial statements. We recommend that accurate records of the amount of fuel removed be kept in 
order to provide for greater precision in determining the profitability of fuel sales and proper inventory 
levels.



   

 

 
 
 
 

To the Board of Directors 
Page 2 
 
 
 Significant Adjustments made to Financial Statements 
 The Authority has the overall financial responsibility to properly record transactions and provide accurate financial 
 reporting.  Certain general ledger balances were inaccurate at the end of the fiscal year.  During our audit we 
 identified and proposed several audit adjustments each of which was reviewed and approved by management.  
 As a result of this condition the Authorities accounting records were initially misstated by amounts significant to 
 the financial statements.    
  
This communication is intended solely for the information and use of management, the Members of the Board of Tuscola 
Area Airport Authority, and others within the organization, and is not intended to be and should not be used by anyone 
other than these specified parties. 
 

 
Anderson, Tuckey, Bernhardt & Doran, P.C. 
Certified Public Accountants 
Caro, Michigan 
 
December 11, 2015 
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