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Independent Auditor's Report

To the Members of the Board
Fort Wayne-Allen County Airport Authority
Fort Wayne, Indiana

Report on the Financial Statements

We have audited the accompanying financial statements of the Fort Wayne-Allen County Airport
Authority (Authority) as of and for the year ended December 31, 2016, and the related notes to the
financial statements, which collectively comprise the Authority’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and 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 from 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 opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Fort Wayne-Allen County Airport Authority as of December 31, 2016, and the
changes in its financial position and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
Praxity.:

MEMBER -*



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, pension and other postemployment benefit information as
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 our 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority's basic financial statements. The accompanying supplementary
information, including the schedule of expenditures of federal awards required by Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and Schedule of Passenger Facility Charges Revenues and
Expenditures, 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 basic 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 or to 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 basic 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 June 28,
2017, on our consideration of the 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.

BED L

Fort Wayne, Indiana
June 28, 2017



Management”s Discussion and Analysis

The management of the Fort Wayne-Allen County Airport Authority (the
Authority) provides the following narrative overview and analysis of the
financial activities of the Authority for the year ended December 31, 2016.
Please read it in conjunction with the letter of transmittal to the Authority
Board, located on pages 3 through 7.

Financial Highlights

The Authority’s net position increased approximately $24.6 million as a
result of this year’s operations. The net investment in capital assets
component of net position increased approximately $20.1 million or 21.1
percent. In addition, restricted net position, also a component, increased
45.8 percent due to an increase in federal and state grants receivable.

Capital assets increased approximately $18.5 million due primarily to the
completion of a major runway project and several smaller capital projects.

Bonds payable decreased approximately $1.7 million. This was due primarily
to the normal retirement of bonds as maturities came due.

Current assets increased approximately $4.3 million primarily due to an
increase in federal and state grants receivable.

Total operating revenues increased approximately $5 million and total
operating expenses increased approximately $3.9 million because the Authority
began operating Fort Wayne International Airport’s fixed base operations
(FBO) on January 1, 2016.

Capital contributions increased $19.7 million due to increases in the amount
of federal and state grants received for the major runway project stated

above.

Overview of the Financial Statements

The Authority’s Ffinancial report consists of three financial statements: the
Statement of Net Position, the Statement of Revenues, Expenses and Changes in
Net Position, and the Statement of Cash Flows. The financial statements are
prepared in accordance with accounting principles generally accepted in the
United States of America as promulgated by the Governmental Accounting
Standards Board (GASB). The reporting entity consists of the Authority and
its component unit: Fort Wayne International Airport Air Trade Center
Building Corporation (FWIAATCBC). The Authority and its relationship with
its component unit are more fully described in the notes to the financial
statements. The Authority and the FWIAATCBC are structured as a single



enterprise fund. Revenues are recognized when earned, and expenses are
recognized when incurred. Capital expenditures are capitalized as assets and
(except for land, land improvements, certain intangible assets, and
construction in progress) are depreciated over their estimated useful lives.

Statement of Net Position - This Statement presents information on the
Authority’s assets, deferred outflows of resources, liabilities, deferred
inflows of resources, and net position. Net position represents the
difference among all other elements in the Statement. Net position is
displayed in three components: net investment in capital assets; restricted;
and unrestricted. Over time, increases or decreases in net position may serve
as a useful indicator of whether the financial position of the Authority is
improving or deteriorating.

Statement of Revenues, Expenses and Changes in Net Position - This is the
operating statement for the Authority. Revenues and expenses are categorized
as either operating or nonoperating based upon GASB Statement 34. On this
statement, property and other taxes, and passenger and customer facility
charges are reported as non-operating revenues; and capital grants are
reported as capital contributions.

Statement of Cash Flows - This Statement is used to report the classification
of cash receipts and payments according to whether they stem from operating,
noncapital financing, capital and related financing, or investing activities.
The Authority reports cash flows from operating activities using the direct
method, as required by GASB Statement 34. Using the direct method, the
Authority reports cash flows from operating activities directly by showing
major classes of operating cash receipts and payments (for example, receipts
from customers, payments to suppliers, payments to employees, etc.) A
reconciliation of operating income to net cash flow from operating activities
is also required, and is located on the second page of this statement.

Notes to Financial Statements - The Notes provide additional information that
is essential to a full understanding of the data provided in the Authority’s
financial statements. The notes to the financial statements can be found on
pages 27 through 48 of this report.

Other Information - In addition to the basic financial statements and
accompanying notes, this report also presents required supplementary
information concerning the Authority’s pension plan and retiree healthcare
plan. Required supplementary information can be found on page 50 and 51 of
this report.

Condensed Financial Information

Net Position - The Authority’s net position increased $24.6 million or 21.2
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percent from 2015 to 2016. The growth in net position is attributed
primarily to an increase In net investment in capital assets that increased
approximately $20.1 million. Net investment in capital assets increased due
to the reconstruction of a large portion of Runway 14-32. Reconstruction was
necessary rather than resurfacing because the underlying subgrade had
deteriorated. Restricted net position increased approximately $4.8 million
due to a $3.1 million increase in federal and state grants receivable
associated with the reconstruction of Runway 14-32; passenger facility charge
(PFC) cash increased approximately $685,000; and cumulative building fund
cash increased $476,000. PFC cash will be used to pay for several projects
and equipment purchases, and cumulative building fund cash will be used for
future Terminal building improvements. Unrestricted net position decreased
only slightly due to reduction of unrestricted cash that was used to pay for
several construction projects. As noted previously, increases or decreases
in net position may serve as a useful indicator of whether the financial
position of the Authority is improving or deteriorating.

Current assets increased approximately $4.3 million or 21.7 percent due to
increases in federal and state grants receivable. These grants were used to
finance Runway 14-32 reconstruction at Fort Wayne international and smaller
runway projects at Smith Field for removal of runway obstructions at the end
of Runway 31, and construction of a taxiway for access to the new T-hangars.
In addition, current restricted cash increased approximately $700,000.

Capital assets increased by approximately $18.5 million or 17.9 percent due
to the completion of the runway projects noted above, Terminal building
projects, hangar projects, vehicle purchases, and other equipment purchases.

Other noncurrent liabilities increased approximately $580,000 due to a
$420,000 increase in net pension liability and an increase of $95,000 in
accrued compensated absences. The net pension liability increased primarily
due to the addition of 20 full time employees to support fixed based
operations.

The Authority’s net investment in capital assets (e.g., land, buildings and
improvements, infrastructure items, and equipment) is the largest component
(82.1 percent) of net position. These capital assets are used to provide
services to customers. Consequently, these assets are not available for
future spending. Although the Authority’s investment in its capital assets
is reported net of related debt and deferred outflows of resources, it should
be noted that the resources required to repay this debt must be provided
annually from other sources such as operating and nonoperating revenues,
since the capital assets themselves cannot be liquidated to pay these
liabilities.

In addition, 10.9 percent of the Authority’s net position represents



resources that are subject to external restrictions on how they may be used.
The restricted balances represent bond reserves that are subject to external
restrictions on how they can be used under bond covenants; debt service cash,
restricted by state law, that can only be used to pay debt service on the
2011 bonds; passenger facility charges that are restricted by Federal
regulations; cumulative building cash and investments that are restricted by
State law; and security deposits held for tenants and other users of Airport
facilities. The remaining balance (7 percent) of $9,874,265 is the

unrestricted component of net position, which may be used to meet the
Authority’s ongoing obligation to its citizens, customers, and creditors

within FAA operating guidelines.

A summary of the Authority’s 2016 net position compared to 2015 follows:

Authority’s Net Position

Increase Percent
2016 2015 (Decrease) Change
Current assets. $ 24,014,858 $ 19,737,284 $ 4,277,574 21.7
Noncurrent assets .
Other noncurrent assets. 7,942,008 7,467,390 474,618 6.4
Capital assets (net) . 121,616,321 103,108,832 18,507,489 17.9
Total assets. 153,573,187 130,313,506 23,259,681 17.8
Deferred outflows of resources. 1,110,616 899,589 211,027 23.5
Total assets and
deferred outflows of resources. 154,683,803 131,213,095 23,470,708 17.9
Current liabilities . 4,364,714 4,385,329 (20,615) -0.5
Noncurrent liabilities
Other noncurrent liabilities . 5,016,668 4,436,554 580,114 13.1
Bonds and other long-term debt 4,630,000 6,330,000 (1,700,000) -26.9
Total liabilities . 14,011,382 15,151,883 (1,140,501) -7.5
Deferred inflows of resources . 96,876 75,519 21,357 28.3
Net position:
Net investment in capital
assets. 115,312,332 95,192,723 20,119,609 21.1
Restricted.. 15,388,948 10,556,823 4,832,125 45.8
Unrestricted . 9,874,265 10,236,147 (361,882) -3.5
Total net position. $140,575,545 $115,985,693 $24,589,852 21.2




Changes in Net Position — Total revenues increased approximately $5.4 million
(or 26.8 percent) from 2015 to 2016. Operating and nonoperating revenues had
increases of 46.6 percent and 3.9 percent, respectively. An increase ($4.4
million) in fixed based operations revenue accounted for most of the
operating revenue increase. The Authority began operating the Airport’s
fixed based operations on January 1, 2016. Parking, Airfield and Terminal
revenues accounted for the remaining increases. Parking increased due to an
increase in passengers at Fort Wayne International. Airfield revenue
increased 17.9 percent due an increase in the landing fee rate from $2.42 to
$2.49 per 1,000 pounds of landed weight, and the apron fee rate increased
from $.19 to $.25 per 1,000 pounds of landed weight. Terminal rent increase
from $27.56 to $32.20 per square foot from 2015 to 2016. In addition, one
airline paid 20 percent higher fees because they were not a signatory to the
Airport’s Use and Lease Agreement.

Increases in property and other taxes accounted for most of the $363,000
increase in nonoperating revenue. Growth In Allen County’s assessed value
and slight increases in property tax rates accounted for property tax
increases.

Total operating expenses increased approximately $3.9 million (or 23.1
percent) with $3.3 million coming from an increase in FBO expenses. Although
the Authority incurred some startup costs in 2015, the Authority did not
begin providing FBO services until January 1, 2016. Administration expenses
increased due to an increase of approximately $351,000 in promotional
services for new airline service.

Capital contributions increased approximately $19.7 million due to increases
in the amount of federal and state grants received. Most of the capital
contributions were the result of federal and state grants for the
reconstruction of Runway 14-32 during the year. Some federal and state
grants also financed the removal of obstructions at the end of Runway 31 at
Smith Field; and construction of a taxiway for access to new T-hangars at
Smith Field.



A summary of the Authority’s 2016 changes in net position compared to 2015

follows below.

Operating revenues:
Airfield. . . . . . . .
Buildings and grounds .
Terminal. . . . . . . .
Parking . . . . . . . .
Fixed based operations.
Reliever airport. . . .

Total operating revenues.

Nonoperating revenues:

Property and other taxes.
Federal operating grant .

Passenger facility charges.
Customer facility charges .

Interest income . . . .

Loss on sale of investments

Gain on capital asset
disposal . . . . . .

Total nonoperating revenues

Total revenues. . . .

Operating expenses:
Airfield. . . . . . . .
Buildings and grounds .
Terminal. . . . . . . .
Parking . . . . . . . .
Fixed base operations .
Reliever airport. . . .
Administration. . . . .
Depreciation. . . . . .

Total Operating expenses.

Nonoperating expenses . .
Total expenses. . . .
Income before capital
contributions . . . . .
Capital contributions . .

Increase in net position.

Total net position, beginning

Total net position, ending.

Authority’s Changes in Net Position

Increase Percent

2016 2015 (Decrease) Change
$ 1,844,989 $ 1,565,022 $ 279,967 17.9
1,886,026 2,203,676 (317,650) -14.4
3,422,333 2,979,260 443,073 14.9
3,913,995 3,583,154 330,841 9.2
4,363,804 -— 4,363,804 -—
413,174 478,867 (65,693) -13.7
15,844,321 10,809,979 5,034,342 46.6
7,380,016 7,017,489 362,527 5.2
114,823 150,599 (35,776) -23.8
1,505,445 1,471,790 33,655 2.3
530,879 493,499 37,380 7.6
116,878 119,701 (2,823) -2.4
-— (10,803) 10,803 -100.0
70,687 113,796 (43,109) -37.9
9,718,728 9,356,071 362,657 3.9
25,563,049 20,166,050 5,396,999 26.8
2,868,861 2,747,678 121,183 4.4
1,368,638 1,345,352 23,286 1.7
1,639,569 1,640,145 (576) 0.0
1,011,256 1,048,549 (37,293) -3.6
3,500,788 239,940 3,260,848 1,359.0
547,604 580,599 (32,995) -5.7
2,809,674 2,433,654 376,020 15.5
7,259,509 7,033,108 226,401 3.2
21,005,899 17,069,025 3,936,874 23.1
360,136 320,897 39,239 12.2
21,366,035 17,389,922 3,976,113 22.9
4,197,014 2,776,128 1,420,886 51.2
20,392,838 670,811 19,722,027 2,940.0
24,589,852 3,446,939 21,142,913 613.4
115,985,693 112,588,754 3,446,939 3.1
$140,575,545 $115,985,693 $24,589,852 21.2

The following charts show the major sources and percentages of operating



revenues and expenses for the year ended December 31, 2016:

Reliever H

arort Operating revenues Operating expenseg, g,

2.61% Airfield Deprec. Airfield &

Fixed 11.64% Buildings 34.56% 13.66% grounds

based & grounds 6.52%
operation 11.90% Terminal

27.54%

Admin. Slieve

24.70% Terminal 13.38% airport
21.60% 2.61%

Fixed base
operation...

Capital Asset Activity

During 2016, the Authority expended approximately $25.7 million for capital
improvements. The Authority completed the following projects at Fort Wayne
International: substantially completed Runway 14-32 for $21.2 million;
completed the U.S. Customs Facility for $1.1 million; remodeled the freight
dock in the Air Trade Center for $607,832; phase 5 of the Terminal building
roof project was completed for $256,266; and first floor bathrooms were
remodeled for $425,228. At year end, design was underway for rehabilitation
of Runway 05-23. A substantial amount of these projects was financed with
federal and state grants, and passenger facility charges. At Smith Field,
the Authority completed the construction of T-hangars for $488,447; completed
the construction of a Taxiway for this T-hangar for $138,950; removed
obstructions from the end of Runway 31 for $75,510; and installed a beacon
for $56,098.

For additional information on capital asset activity, see note 5.

Long-Term Debt Activity

In February of 2011, the First Mortgage Federally Taxable Refunding Bonds
were issued by the Fort Wayne International Airport Air Trade Center Building
Corporation, a component unit of the Authority, to refund the 1998 First
Mortgage Bonds. The primary purpose of the refunding was to eliminate
certain restrictions in the bond covenant. The bonds have a rating of AA+ by
Fitch Ratings and Aa3 by Moody’s.

Bond ratings did not change during 2016. The Authority has a legal debt
limit of $91,003,632 which represents 2 percent of the adjusted value of
Allen County property. The adjusted value is one-third of the assessed value
as certified by the State Department of Local Government Finance. Since the



Authority has no general obligation debt outstanding, the legal debt margin
is also $91,003,632 as of December 31, 2016. Bonds issued by a building
corporation do not count against the legal debt limit. As a result, the
Authority has no debt limitations that will affect the financing of planned
facilities or services.

For additional information on bonds and other long-term debt, see note 9.

Currently Known Facts

The Authority’s property tax rates include a debt service levy in addition to
the operating and cumulative building fund. In 2017, the operating, debt
service and cumulative building tax rates are .0296, .0133, and .0032,
respectively. The rates are per $100 of assessed value and will be applied
on an assessed value of $14,075,020,435. These rates compare to the 2016
rates for operating, debt service and cumulative building of .0294, .0138 and
-0032, respectively.

Although the Authority’s bond rating did not change during 2016, subsequently
on April 10, 2017, Fitch Ratings downgraded the outstanding First Mortgage
Refunding Bonds to A from AA+. The downgrade of the bonds reflects Fitch’s
application of its “Rating Criteria for Infrastructure and Project Finance’
and “Rating Criteria for Airports” to tax supported transportation
infrastructure enterprises, thus capping the unlimited tax general obligation
bond rating at the Issuer Default Rating of A. The downgrade does not
reflect a degrading of the Authority’s finance, but a reflection of Fitch
Ratings change in rating criteria.

Requests for Information

This Financial report is designed to provide the Authority’s taxpayers,
citizens, investors, creditors and customers with a general overview of the
Authority’s finances, and to show the Authority’s accountability for the
funds it receives and expends. Questions concerning any of the information
provided in this report or requests for additional financial information
should be addressed to the Director of Administration and Finance, 3801 W.
Ferguson Road, Suite 209, Fort Wayne, Indiana 46809-3194.
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Statement of Net Position
December 31, 2016

ASSETS

CURRENT ASSETS:
Unrestricted assets:
Cash and cash equivalents--note 2........ ..ottt
INVESTMENTIS--TI0TE 2. .. ittt et e e e et e e
Accounts receivable, net of alloWance.........co.ooiiiiiiiiii
Unbilled TeVENUEC. ...t e e e e e e e
Property tax receivables, net of allowance--note 1................cooiiiiiiiiiiiiiiiiain...
Other 18CEIVADIES. ...t e
INVENtOry--N0TE 4. ...
Prepaid 1HeIMIS. ...

Total UNTestricted @SSELS. ... .. uiue ittt
Restricted assets:
Cash and cash equivalents--note 2.............cooiiiiiiii e
Passenger facility charge receivable..........ooooiiiii i
Federal and state grants receivable. ... ..o
Property tax receivable, net of allowance--note 1...............cooiiiiiiiiiiiiiiienn..

Total TeStIICTEd @SSELS. .. uttt ittt ettt ettt e e e

TOtal CUITENE ASSEES. ... ue ettt ettt ettt et

NONCURRENT ASSETS:

Restricted assets:
Cash and cash equivalents, including $7,372 held by trustee--notes 2 and 3................
Investments--notes 2 and 3...... ..ottt
Property tax receivables, net of allowance--note 1..............c.coooiiiiiiiiiiiiiiiiiin.,
Other TeCEIVADIES. . ... e et

Total 1eStIICIEd ASSEES. ... ettt ittt e e e
Capital assets, NEet--T0LE S.. ..ottt et

TOtal NONCUITENT ASSEES. ...ttt ittt ettt et ettt e e et et e e

DEFERRED OUTFLOWS OF RESOURCES

Deferred amount on refunding bonds......... ..o
Deferred outflow of resources related to pensions--note 7............c.oevviiiniiininnennnn..

Total deferred OUtTIOWS OF TESOUICES. . ...nnnttit ettt

Total assets and deferred oUtflOWS Of TESOUICES. ... uueiieie et

11

Totals

8,797,292
6,500,000
341,674
455,592
48,449
21,216
345,325
279,487

16,789,035

2,774,930
174,423
4,247,001
29,469

7,225,823

24,014,858

2,413,696
5,500,000
5,501
22,811

7,942,008

121,616,321

129,558,329

26,013
1,084,603

1,110,616

$

154,683,803




LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION
CURRENT LIABILITIES
Payable from unrestricted:

ACCOUNTS PAYADIC. ...t
ACCTUEd HADIIITIES. ..ottt
AdVANCE TONL. ... e

Total UNTeStrICIEd. ... oo e

Payable from restricted:

ACCOUNLS PAYADIE. ... .ot
Current portion of bonds payable--note 9............ccooiiiiiiiiiiiiiii e,
Accrued interest on bonds payable. ..o

Total TESIICTEA. .ottt

Total current HabilItieS. . ... .ottt e

NONCURRENT LIABILITIES

Net pension Hability--N0te 7.........oiuiiiii e
Net other postemployment benefits obligation--note 8................ccceviiiiiiiiiiiiin.,
Accrued compensated aDSENCES. ... ..uieint ettt
Bonds payable, Net--N01€ 9.,.......oiuiii i e

Total noncurrent Habilities. ...ttt

Total HADIIItIES. ..ottt e e et

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources related to pensSions. ............o.vvevriiiiiiniiiiiiiieieieeannns.

NET POSITION

Net investment in Capital @SSETS==7........ouiertitiitt ittt aaeas

Restricted for:

DIEDE SIVICE. ...ttt e

CaAPItAl PIOJECES. ..o ettt ittt et

(013157 0101y 10 1] N
L0534 11 P

TOtal NEt POSTHON. ...ttt et e e e e

Total liabilities, deferred inflows of resources and net position.................coceoeviiiiiiin...

The accompanying notes are an integral part of the financial statements
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Totals

1,958,054
362,419
65,357

2,385,830

116,521
1,700,000
162,363

1,978,884

4,364,714

3,443,772
759,897
812,999

4,630,000

9,646,668

14,011,382

96,876

115,312,332

896,035
14,045,332
447,581
9,874,265

140,575,545

154,683,803




FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended December 31, 2016

Totals
OPERATING REVENUES:
ATTTICLd. .o 1,844,989
Buildings and grounds.............o.ouiiii e 1,886,026
Terminal. ... ..o 3,422,333
ParKIN . .o 3,913,995
Fixed based OpPerations. . ..........e.etee ittt 4,363,804
REIIEVET QITPOTT. ... ettt et e et eees 413,174
Total OPEraAtiNg TEVEIUECS. .. ...ttt eteett et et et et et et e e et e e e eaeenenenans 15,844,321
OPERATING EXPENSES:
ATTTICLd. .o 2,868,861
Buildings and grounds.............o.ouiiiii e 1,368,638
Terminal. .. ..o 1,639,569
ParKING. .o 1,011,256
Fixed based OpPerations. ... ... ...uuuererinii ittt 3,500,788
REIIEVET AITPOTT. ..ttt ettt ettt e e e e e e et e e 547,604
AdMINISTIAION. ...ttt 2,809,674
DEPIECIALION. ...ttt ettt ettt et e e e e e e e e et 7,259,509
Total OPEraAtiNng EXPEISES. ... v veeentntet et etett et et et et et et et e et et e e eeareaenenens 21,005,899
OPERATING LOS S . ..ot e, (5,161,578)
NONOPERATING REVENUES (EXPENSES):
Property and other taxes. ... .....o.iitiiii e 7,380,016
Federal operating grant..............oooiiiiiiiii e 114,823
Passenger facility charge........ ..o 1,505,445
Customer facility Charge............ooouiiii i 530,879
INtErESt INCOME. . ...ttt ettt e 116,878
INEIESE EXPEIISE . 1. ettt etet ettt ettt et et et ettt e e e et et et (360,136)
Gain on disposal of capital assets...........c.oiiuiiiiiiiiii 70,687
Net nonoperating revenues (EXPENSES). . ... v unuenrertneneaneaneneaneaneaneneaneaneaeaneann, 9,358,592
INCOME BEFORE CAPITAL CONTRIBUTIONS. ......oiiiiiiiiiii e 4,197,014
CAPITAL CONTRIBUTIONS:
Federal and state Grants..............oooiieiiiiiii e 20,359,984
(07117 R 32,854
Total capital CONtrUDULIONS. .. ...ttt 20,392,838
NET POSITION:
INCIease in NEt POSTLION. . ....uutet ettt ettt ettt et et et et et e eeeaaas 24,589,852
Total net position, beginning of year.............cocceiiiiiiiiiiiiiiea 115,985,693
Total net position, end of Year............coviiiiiiii 140,575,545

The accompanying notes are an integral part of the financial statements.
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Statement of Cash Flows
For the Year Ended December 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:
RECIPLS fTOM CUSTOMGTS. ...ttt ittt e et e e et e eeeneaaes
Payments t0 SUPPLIETS. ... euetet ettt ettt et e
Payments t0 CIMPIOYEES. ... ...ttt ettt et
Payments of benefits on behalf of employees.............oiiiiiiiii
Payments t0 QiTliNeS. .. ....oouieie it
Refunds and return of cuStOMETr dePOSILS. . ... ..uuintt ettt et eeeas

Net cash provided by operating activities. .............coveveveieiiiiiiinnn..

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITY:
Receipts of property and Other taXeS. ... ...uueneie it

Net cash provided by noncapital financing activities...........................

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Receipts of property and Other taXeS. ... ....o.ouiniieini e
Acquisition and construction of capital @SSEtS. ... .....ouiitiiii it
Sale O CAPItAL ASSELS. ... e ettt ettt ettt et e
Principal paid on bonds and other long-term debt................cooiiiiiii i
Interest paid on bonds and other long-term debt..............c.ooiiiiiiiiiiiiii e
CaPItal GIaNt TECEIPES. ...t ttent ettt ettt et ettt e ettt et et et et et e et et e e e e et e e e e et e e aaeaan
Passenger facility Charge reCeIPLS. ... uuut ettt ettt
Customer facility Charge TECEIPLS. ... .u ettt ettt ettt et et e et e e et aeeaaens

Net cash used in capital and related financing activities...........cc.ccocuvevnnnnne
CASH FLOWS FROM INVESTING ACTIVITIES:
PUrchase Of INVESTMENT SECUITEIES. .....vuiiivie ettt ettt tee et et s e e et e e st e e sree e sa e s e beeeabeesneas
Proceeds from sale and maturities of iINVESTMENT SECUTITIES........ccoviiiiiiiiiiiee it
INLEreSt rECEIVEA ON INVESIMENTS. .. .cvvieieiie ettt et et e et e e st e e s e e st e e st eesebessbeessteesreesbeesnes
Net cash provided by investing aCtiVities............cccvevreiriinceineee e,
NET INCREASE IN CASH AND CASH EQUIVALENTS. ..ottt

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR.......ooiiiiiieiieseie e

CASH AND CASH EQUIVALENTS, END OF YEAR.......co ittt
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Totals

$ 15,918,135

(7,163,218)
(4,403,523)
(1,849,414)
(480,763)
(4,353)

2,016,864

4,937,552

4,937,552

2,444,213
(25,606,337)
70,687
(1,630,000)
(376,896)
17,361,995
1,495,956
524,083

(5,716,299)

(14,000,000)
20,000,000
139,176

6,139,176

7,377,293

6,608,625

8 13985018

continued



FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Statement of Cash Flows-Continued
For the Year Ended December 31, 2016

Reconciliation of operating loss to net cash provided by operating activities:
[ 51S) 1512 Y e ]
Adjustments to reconcile operating loss to net
cash provided by operating activities:
DTS 07 T3 1 ) &
Bad debt @XPeNSE. ... vttt e
Changes in assets and liabilities:
Accounts receivable and unbilled revenue.................coooiiiiiiiii,
OthET SSEES. .. e ettt et e e e
Accounts payable. ..o
Accrued Habilities. .....vvueeii et
Net pension Hability..........ooeiiiiii e,
Deferred outflows of resources related to pensions..................ocoeevnnn,
NEet OPEB. ...

Net cash provided by operating activities.............oevviiviiiiiiinnennnn...

NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES:

CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital assets included in accounts payable..........o.o.iiuiiiiiiiiiii e
Capital contributions from federal and state grants...............cccooeiiiiiiiiiiiiiiiieeenne,

The accompanying notes are an integral part of the financial statements.
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Totals

$ (5,161,578)

7,259,509
4,948

(177,613)
(97,187)
(158,484)
70,529
249,126
(33,366)
60,980

$ 2,016,864

$ 1,427,713
2,997,989



FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements

NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization - The Fort Wayne-Allen County Airport Authority (the Authority) is a
municipal corporation established July 1, 1985, under authority granted by Indiana
statute (1961 Acts, Chapter 283, IC 1979 19-6-2, superseded by IC 8-22-3-1). The
Authority was established for the general purpose of acquiring, maintaining,
operating, and financing airports and landing fields in and bordering on Allen
County, Indiana, and in connection therewith is authorized, among other things, to
issue general obligation and revenue bonds and to levy taxes in accordance with
the provisions of the statute. The Authority administers an airport system
composed of Fort Wayne International Airport, a non-hub primary commercial service
airport, and Smith Field, a general aviation airport. The Authority has no
stockholders or equity holders and all revenues and other receipts must be
disbursed in accordance with such statute.

Use of Estimates in Preparation of Financial Statements — 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, deferred outflows of
resources, liabilities, and deferred inflows of resources, and disclosure of
contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reported period. Actual
results could differ from those estimates.

Reporting Entity - As required by accounting principles generally accepted in the
United States of America, these financial statements present Fort Wayne-Allen
County Airport Authority and its component unit: Fort Wayne International Airport
Air Trade Center Building Corporation (FWIAATCBC).

The Authority®s Board consists of six members, three appointed by the Mayor of the
City of Fort Wayne, and three by the Allen County Commissioners.

The Authority"s component unit, FWIAATCBC, is an autonomous quasi-governmental
unit. Although FWIAATCBC is legally separate from the Authority, it is reported
as if it were part of the Authority because its sole purpose is to finance
construction projects for the Authority by selling tax-exempt and taxable bonds.
These bonds are collateralized by lease agreements with the Authority and will be
retired through lease payments from the Authority. This lease agreement
constitutes the imposition of a financial burden on the Authority, and FWIAATCBC
provides services exclusively to the Authority. Since FWIAATCBC is so intertwined
with the Authority, its balances and transactions are blended with the Authority"s
balances and transactions. Because this arrangement with the blended component
unit is essentially a lease agreement, and after eliminations have been made,
there is no material activity and no material balances remaining. Therefore,
there is no separate fund reported.
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Fort Wayne-Allen County Airport Authority
Notes to Financial Statements-Continued

Financial information for FWIAATCBC can be obtained at the following address:

Fort Wayne International Airport Air

Trade Center Building Corporation
3801 W. Ferguson Road, Suite 209
Fort Wayne, IN 46809

Basis of Accounting and Reporting - The financial statements consist of a single
enterprise fund, which is accounted for using the flow of economic resources
measurement focus and the accrual basis of accounting. Under this method,
revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred.

The Authority reports revenues and expenses as operating or nonoperating.
Operating revenues and expenses result from providing services In the Authority’s
ongoing operations. The Authority classifies revenues from airlines, concessions,
car rental companies, parking, and building and ground lessees as operating
revenues. All expenses relating to operating the Authority such as personnel and
administrative expenses, supplies, repairs to property and equipment, charges for
professional and other contractual services, utilities, and depreciation expense
on capital assets are reported as operating expenses.

All other revenues such as revenues from grants, property and other taxes,
passenger facility charges, customer facility charges, and interest income are
considered nonoperating revenues. Interest expense is reported as nonoperating
expense.

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

Capital lease transactions between the Authority and the FWIAATCBC have been
eliminated in the financial statements.

The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting
principles. The Authority follows GASB pronouncements for proprietary funds.

New Pronouncements — The Authority adopted GASB Statement 77, Tax Abatement
Disclosures, effective on January 1, 2016. This Statement establishes financial
reporting standards for tax abatement agreements entered into by state and local
governments. The disclosures required by this Statement encompass tax abatements
resulting from both (a) agreements that are entered into by the reporting
government and (b) agreements that are entered into by other governments that
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Fort Wayne-Allen County Airport Authority
Notes to Financial Statements-Continued

reduce the reporting government’s tax revenues.

Cash and Cash Equivalents - For purposes of the statement of cash flows, the
Authority considers all highly liquid investments (including restricted assets)
with a maturity of three months or less when purchased to be cash equivalents.
Cash equivalents, which are stated at cost, consist of short-term government money
market funds.

Investments - Indiana statutes authorize the Authority to invest in United States
obligations and issues of federal agencies, secured repurchase agreements,
certificates of deposit, money market deposit accounts, passbook savings accounts
and negotiable order of withdrawal (NOW) accounts.

The Authority invests exclusively in short-term nonnegotiable certificates of
deposit that are stated at cost. The Authority’s component unit (FWIAATCBC) may
invest iIn short-term highly liquid money-market investments and U.S. government
securities that have maturities less than one year. These investments are valued
at amortized cost. There is no material difference between the amortized cost and
the fair value of these investments.

Unbilled Revenue - The Authority accrues revenue for rentals and fees earned but
not yet billed as of year-end.

Inventories — At year-end, the Authority had a significant amount of supplies
inventory on hand. Inventories are valued at cost using the first-in-first-out
method.

Capital Assets - On July 1, 1985, under an intergovernmental joint agreement
between Allen County and the City of Fort Wayne, and pursuant to Indiana Statute
8-22-3-1, the Authority was established and thereupon assumed all assets,
obligations and equity of the City’s airport operations. Prior to that date, the
airport operated as an agency of the City under the Board of Aviation.

Capital assets, which include property, equipment, infrastructure (e.g., taxiways,
runways, roads, terminal apron), and intangible assets are defined by the
Authority as assets with an initial cost of $5,000 or more and estimated useful
life of two or more years. These assets are recorded at historical cost.

Capital assets assumed by the Authority from the City on July 1, 1985, are carried
at historical cost, net of accumulated depreciation, in the accompanying financial
statements and aggregated $3,694,355 at December 31, 2016. Maintenance and repairs
that do not add value to the assets or materially extend assets lives are not
capitalized. When capital assets are disposed of, the related cost and
accumulated depreciation are removed from the respective accounts and any gain or
loss on disposition is credited or charged to expense. Runways, taxiways, parking
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

areas, sewers and other similar items are written off when fully depreciated
unless clearly identified as still being in use. Except for inexhaustible capital
assets such as land, land improvements, avigation easements and construction in
progress, all capital assets, including infrastructure assets, are depreciated or
amortized (intangibles) using the straight-line method over the estimated useful
lives of the assets as follows:

Years
Buildings and improvements 5-30
Infrastructure items 10-50
Intangibles 3-10
Equipment 3-20

In accordance with GASB, interest during construction periods, when significant,
is capitalized and included in the cost of capital assets. The Authority incurred
total interest cost of $360,136 for the year ended December 31, 2016. The
Authority did not capitalize any interest during 2016.

Compensated Absences - All full-time employees receive compensation for vacations,
holidays, illness, and certain other qualifying absences. The number of days
compensated for the various categories of absence is generally based on length of
service. Vacation that has been earned but not paid has been accrued in the
financial statements. Accumulated unused sick leave benefits are nonvesting and
are only paid out upon retirement. The maximum accumullation per employee is 1,460
hours for Public Safety employees and 1,040 hours for all other employees.

In accordance with GASB Statement No. 16, the Authority accrues accumulated unused
sick leave benefits for employees with at least 10 years of service regardless of
age and employees age 50 or older regardless of length of service. Based upon
historical information, it was determined that these employees would most likely
meet the conditions necessary to receive their sick leave benefits.

Deferred Outflows and Inflows of Resources — In addition to assets, liabilities
and net position, the Statement of Net Position contains a separate section for
deferred outflows of resources and a separate section for deferred inflows of
resources. A deferred outflow of resources is a consumption of net position that
is applicable to a future reporting period. A deferred inflow of resources is an
acquisition of net position that is applicable to a future reporting period.

Net Position — The residual of all elements presented in the Authority’s Statement
of Net Position. It is the difference between (a) assets and deferred outflows of
resources and (b) liabilities and deferred inflows of resources. Net position has
three components: Net investment in capital assets; restricted and unrestricted.
Net investment in capital assets consist of capital assets net of accumulated
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

depreciation and reduced by outstanding debt related to the acquisition,
construction, or improvement of those assets. Deferred outflows and deferred
inflows of resources that are attributable to the acquisition, construction, or
improvement of those assets or related debt are also included in this component of
net position. The restricted component of net position consists of restricted
assets reduced by liabilities and deferred inflows of resources related to those
assets. The Authority’s restricted assets are expendable. The unrestricted
component of net position is the net amount of the assets, deferred outflows of
resources, liabilities, and deferred inflows of resources that are not included in
the determination of net investment in capital assets or the restricted component
of net position.

Capital Grant Funds - Certain expenditures for airport capital improvements
receive significant federal funding through the Airport Improvement Program of the
Federal Aviation Administration (FAA), and the Department of the Army, National
Guard Bureau, Department of Defense. Funds are also received for airport
development from the State of Indiana. The Authority funds the remaining balance
of such expenditures. Capital funding provided under government grants is
considered earned as the related approved capital improvement expenditures are
disbursed.

Passenger Facility Charge (PFC) Revenue - The Authority received approval from the
FAA to impose and use a PFC of $3 per enplaned passenger beginning July 1, 1993.
Subsequently, the Authority received approval from the FAA to increase the PFC
from $3 to $4.50 per enplaned passenger beginning December 1, 2005. All projects
for these two PFC applications have been completed. In addition, on January 6,
2015, the following projects (equipment purchases) were approved:

(@D Replace Jet Bridge 8

(@)) Upgrade Public Address System to Digital

A Snow Removal Vehicles with Plow and Mid Mount Broom Attachments (2)

(C)) Replace Jet Bridge 7

(©)) High Speed Runway Snow Broom

(6) Commercial Aircraft Deicer (for Regional Jets and Single-aisle

Aircraft)
a Terminal Building Planning Study
(3) Replace Shared Use Infrastructure Technology Environment Equipment

On October 27, 2016, the Authority received approval for the following projects
and equipment purchases:

(@D Terminal Roofing, Phases 3 through 6

) Runway 14-32 Reconstruction, Design and Phases 1, 2 and 3

(©)) Jet Bridge 4 Installation

(C)) Airfield Perimeter Fence Reinstallation, Phases 1 and 2

©)) Bathroom Remodeling, First and Second Floors
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

(6) Snow Removal Vehicle with Plow and Broom Attachments
@) High Speed 4 X 4 Snow Blower

(8) Public Address System, Phase 2

(10) Ground power Units for Gates 5 and 6

(11) New Terminal Entrance Road

PFC"s are collected by the airlines and are recognized as revenue by the Authority
as they are earned, and are included in nonoperating revenues.

Customer Facility Charge (CFC) Revenue — The Authority received approval by the
Board in 2011 to collect a CFC from all car rental companies that operate on the
Airport. Effective July 1, 2014, the Board approved an increase in the CFC from
$1.50 per day to $2.25 per car rental transaction per day. The Board also
increased the period of collection from a rental for up to four days to a rental
for up to ten days. CFC revenues will be used to construct a new car rental
parking area and car rental parking area maintenance on the Airport. CFC’s are
recognized as revenue by the Authority as they are earned, and are included in
nonoperating revenues.

Rental Income - All leases of the Authority are accounted for as operating leases.
Rental income is generally recognized as it becomes receivable over the respective
lease terms. The Authority has no significant leases that would require the
recording of income in accordance with GASB No. 13, Accounting for Operating
Leases with Scheduled Rent Increases.

Property Taxes - The following summarizes the property tax calendar for the
current year:

Lien date March 1, 2015
Levy date January 1, 2016
Tax bills mailed April 1 and October 1, 2016
First installment payment due May 10, 2016
Second installment payment due November 10, 2016
Authority collection dates June and December, 2016
Tax sale - 2015 delinquent
property taxes August, 2018

Property taxes levied are collected by the Allen County Treasurer and periodically
remitted to the Authority.

Property taxes are accrued when levied, and receivables (current and noncurrent)

aggregated $189,231 with an allowance of $105,812 for delinquent taxes, at
December 31, 2016.
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

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 to protect against all of these risks of loss. Settled claims resulting
from these risks have not exceeded commercial insurance coverage during the past
three years. There was no reduction in insurance coverage during 2016.

Budgetary Compliance - The State of Indiana requires the Authority to legally
adopt a budget annually. The basis of budgetary adoption and compliance is
primarily cash basis accounting. Open purchase orders are added to budgetary
expenditures at year-end to measure compliance. Additionally, open purchase
orders are automatically added to the following year®s budget without the
necessity of the additional appropriation legal process. All remaining
unencumbered appropriations lapse at year-end.

The legal level of budgetary control is by major expense category. Budgeted
amounts may be transferred within major expense categories solely upon approval
from the Authority®"s Board. However, any revision that alters the total
appropriation of any major expense category must, in addition, be approved by the
State Department of Local Government Finance. During the year, several
appropriation transfers were made to ensure that expenditures did not exceed
budgeted appropriations.

Pensions — The Authority participates in a cost-sharing multiple-employer defined
benefit pension plan, the Public Employees” Retirement Fund (PERF) of the Indiana
Public Retirement System. For purposes of measuring the net pension liability,
deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of
PERF and additions to and deductions from PERF’s fiduciary net position have been
determined on the same basis as they are reported by PERF. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at
fair value.
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

NOTE 2 CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash, cash equivalents and investments included in the statement of net position
at December 31, 2016, consist of the following:

Cash and Cash Equivalents: Amount
Current. . . . . . . . . & & 4 4 e e e e e e e e . . . %$8,797,292
Current, restricted . . . . . . . . . . . . . o . . . . 2,774,930
Noncurrent, restricted . . . . . . . . . . . . . . . . . 2,413,696

13,985,918
Investments:
Current. . . . . . . . . . . o i e e e e e e e e e e e 6,500,000
Noncurrent, restricted . . . . . . . . . . . . . . . . . 5,500,000
12,000,000
$25,985,918

Deposits and investments with financial institutions at December 31, 2016 are as

follows:

Cash deposits. . . . . . . . . . . . o o o o = 4« o o . . . %14,195,210
Certificates of deposit (CD’s) . . . . . . . . . . . . . . 12,000,000
Total deposits . . . . . . . . . . . . . - . < - - . < . . $26,195,210

Custodial credit risk for deposits is the risk that in the event of a bank
failure, the Authority’s deposits may not be returned. The Authority’s deposit
policy for custodial credit risk requires compliance with provisions of Indiana
Code (IC) 5-13-9. The Authority’s cash deposits and CD’s are insured by the
Federal Deposit Insurance Corporation (FDIC) at each bank for a combined total of
up to $250,000. Deposits in excess of $250,000 for cash deposits and CD’s at each
bank are insured by the Indiana Public Deposits Insurance Fund (IPDIF). The IPDIF
is a multiple financial institution collateral pool as provided under IC 5-13-12-
1. Authority deposits totaling $750,000 are insured by the FDIC. Remaining
deposits are insured by the IPDIF.

At December 31, 2016, the Authority had the following cash equivalents (maturity
of three months or less):

Short-term government money market funds . . . . . . . . . $ 7,372

Custodial credit risk for investments is the risk that, in the event of the
failure of the counterparty to a transaction, a government will not be able to
recover the value of investment or collateral securities that are in the
possession of an outside party. FWIAATCBC, the Authority’s component unit,
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FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

policies are to invest primarily in U.S. Government money market funds. Although
not guaranteed by the FDIC or the IPDIF, these funds invest their assets
exclusively in obligations of the U.S. Treasury and other obligations guaranteed
by the U.S. Treasury. A portion of the Authority’s bank deposits that are
invested overnight in repurchase agreements are uninsured and held in the
financial institution’s name. The Authority’s policy is to follow IC 5-13-9-2.5,
which requires that repurchase agreements be collateralized with U.S. Government
securities.

Credit risk is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. To minimize credit risks associated with
investments, the Authority’s policy is to follow IC 5-13-9-2.5, which limits
investments to money market funds rated AAAm by Standard and Poor’s Corporation or
Aaa by Moody’s Investors Service, Inc., repurchase agreements fully collaterized
by U.S. Government securities, and U.S. Treasury obligations (or other U.S. Agency
obligations). As of December 31, 2016, the Authority’s iInvestments met these
criteria.

Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. The Authority’s investment policy to
minimize interest rate risk is to abide by the Indiana Code, which limits
investments to securities with a stated maturity of not more than two years. This
maturity limitation reduces the Authority’s exposure to declines in fair values
related to increases in interest rates. FWIAATCBC’s investment policy is to limit
investments to money market funds that have a weighted average maturity of 90 days
or less. These investments are available for redemption daily without penalty.

Foreign currency risk is the risk that changes iIn interest rates will adversely
affect the fair value of an investment or deposit. All Authority deposits and
investments are denominated in U.S. currency.

NOTE 3 RESTRICTED ASSETS

Cash, Cash Equivalents and Investments - Cash, cash equivalents and investments
are restricted as follows:

Amount
Pursuant to the FWIAATCBC First Mortgage Taxable
Refunding Bonds of 2011 Trust Indenture:

Bond Operation and Reserve Account . . . . . . . . . . $ 7,372
Property Tax Revenues Reserved for Debt Service. . . . . 1,021,557
Pursuant to the Aviation Safety and Capacity Expansion
Act of 1990, Federal Aviation Regulation Part 158:

Passenger Facility Charge Account. . . . . . . . . . . 1,753,373
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Pursuant to the Cumulative Building Fund

Account Established in 2001. . . . . . . . . . . . . . 7,789,803
Security Deposits. . . . . . . . . . . o o o o o o o . 116,521
Total. . . . . . . . . . . . .« . . . ¢« - <« <« <« « - . . . %10,688,626

First Mortgage Taxable Refunding Bonds of 2011

The Trust Indenture adopted February 17, 2011 with the issuance of the First
Mortgage Taxable Refunding Bonds of 2011, provided that certain accounts be
maintained by the Trustee: Sinking Fund and Operation and Reserve accounts.

Sinking Fund Account - This account is used to deposit rental payments received,
and to pay principal and interest as they become due.

Operation and Reserve Account - This account is used to pay necessary incidental
expenses (e.g., trustee fees, accounting fees, appraisals, meetings, cost of
rebate calculations, etc.) of the FWIAATCBC. If the amount in the Sinking Fund
Account is less than the required amount, the trustee shall transfer funds from
the Operation and Reserve Account to raise the Sinking Fund Account to the
appropriate level.

The Authority levies a property tax for the payment of principal and interest on
these bonds. The levy became effective for taxes collected during 2009.

The Authority is in compliance with all significant financial bond covenants as of
December 31, 2016.

NOTE 4 INVENTORIES

Inventory of supplies and materials at December 31 consists of the following:

Amount
Supply inventories held for consumption. . . . . . . . . $ 109,899
Fixed based operator inventories held for resale . . . . 235,426
Total inventories. . . . . . . . . . . . . . < < - . . . % 345,325
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NOTE 5 CAPITAL ASSETS

Capital asset activity for the year ended December 31 consists of the following:

Beginning Ending
Balance Additions Deletions Balance
Capital assets, not
being depreciated:
Land. . . . . . . . . . . . . $ 21,011,448 $ 47,500 $ - $ 21,058,948
Intangibles . . . . . . . _ . 118,357 -——= -—= 118,357
Work in progress. . . . . . . 1,594,654 24,256,020 25,227,783 622,891
Total capital assets, not
being depreciated . . . . . 22,724,459 24,303,520 25,227,783 21,800,196
Capital assets, being
depreciated:
Buildings and improvements. . 82,397,442 3,537,245 - 85,934,687
Infrastructure items. . . . . 144,889,615 22,669,654 698,116 166,861,153
Intangibles . . . . . . . . . 2,758,574 178,662 141,378 2,795,858
Equipment . . . . . . . . . . 11,881,192 305,700 300,342 11,886,550
Total capital assets,
being depreciated . . . . . 241,926,823 26,691,261 1,139,836 267,478,248

Less accumulated depreciation
for:

Buildings and improvements. . 48,968,015 2,503,237 - 51,471,252
Infrastructure items. . . . . 104,005,457 3,842,004 698,116 107,149,345
Intangibles . . . . . . . . . 1,627,259 234,870 141,378 1,720,751
Equipment . . . . . . . . . . 6,941,719 679,398 300,342 7,320,775
Total accumulated depreciation 161,542,450 7,259,509 1,139,836 167,662,123
Net capital assets . . . . . . $103,108,832 $ 43,735,272 $25,227,783  $121,616,321

All depreciation expense, $7,259,509 for the current year, was charged to the
Authority fund. There was no depreciation expense charged to the component unit.

NOTE 6 PROPERTY TAXES

The applicable property tax rates and related levies in 2016 are as follows:

Rate Property

Per $100 Tax Levies
Operating. . . - . . . - . . . . . . . . $ .0294 $ 4,013,260
Debt Service . . . . . . . . . . . . . . .0138 1,883,775
Cumulative Building. . . . . . . . . . . .0032 436,817
Total. . . . . - . . . o o o o o o . .. $ .0464 $ 6,333,852
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NOTE 7 PENSION PLAN

General Information about the Pension Plan

Plan description — Employees of the Authority are provided with pensions through
the Public Employees” Retirement Fund (PERF), a cost-sharing multiple-employer
defined benefit pension plan administered by the Indiana Public Retirement System
(INPRS). Indiana Statutes (IC 5-10.2 and 5-10.3) govern most requirements of the
defined benefit plan, and give the Authority the authority to contribute to the
plan. The contribution requirements of the Authority are established and may be
amended by the INPRS Board. The INPRS issues a publicly available comprehensive
annual financial report that can be obtained by writing to the Indiana Public
Retirement System, One North Capital, Suite 001, Indianapolis, Indiana 46204, or
it can be obtained at http://www.in.gov/inprs/annualreports.htm.

Benefits Provided — PERF provides retirement, disability, and death benefits.
Retirement benefits are determined as 1.1 percent of the employee’s highest 5-year
average compensation times the employee’s years of service. Employees with 10
years of service are eligible to retire at age 65. Employees with 15 years of
service are eligible to retire at age 60. Employees are eligible for disability
benefits with a minimum of five years of length of service. Disability benefits
are determined in the same manner as retirement benefits but are payable
immediately without an actuarial reduction. An employee’s death entitles the
beneficiary to receive the monthly life benefit under the assumption that the
member retired on the later of age 50 or the day before the date of death and
elected the joint and full survivor option (Eligibility for pre-retirement death
benefits requires 15 or more years of vesting service if death occurs iIn service.
If death occurs after separating from service, age 50 with 15 or more years of
vesting service). Actuarial assumptions include a 1 percent cost of living
adjustment (COLA). Postemployment benefits may be increased periodically as a
COLA. However, such increases are not guaranteed by statute and have historically
been provided on an “ad hoc” basis and can only be granted by the Indiana General
Assembly. There was no COLA for the year ended June 30, 2016; however, eligible
members received a one-time check in September 2015 ranging from $150 to $450
based upon a member’s years of service.

Contributions — Per Indiana Code 5-10.2, contribution requirements of PERF
employers are established and may be amended by the INPRS. Employees are not
required to contribute to the plan. The Authority’s required contractually
required contribution rate for the year ended December 31, 2016, was 11.2 percent
of annual payroll, actuarially determined as an amount that is expected to finance
the costs of benefits earned by employees during the year, with an additional
amount to finance any unfunded accrued liability. Contributions to the pension
plan from the Authority were $430,755 for the year ended December 31, 2016.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At December 31, 2016, the Authority reported a liability of $3,443,772 for its
proportionate share of the net pension liability. The net pension liability was
measured as of June 30, 2016, and the total pension liability used to calculate
the net pension liability was determined by an actuarial valuation as of that
date. The Authority’s proportion of the net pension liability was based on wages
reported by the Authority relative to the collective wages for all employees. At
June 30, 2016, the Authority’s proportion was .07588 percent, which was an
increase of .00172 from its proportion of .07416 percent measured as of June 30,
2015.

For the year ended December 31, 2016, the Authority recognized pension expense of
$642,797. At December 31, 2016, the Authority reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following
sources:

Deferred Outflows Deferred Inflows of

of Resources Resources

Differences between expected and
actual experience $ 77,153 $ 6,357
Net difference between projected and
actual investment earnings on pension
plan investments 563,676 -——
Changes of assumptions 151,942 -——
Changes in proportion and differences
between Authority contributions and
proportionate share of contributions 73,390 90,519
Authority contributions subsequent to
the measurement date 218,442 -—-

Total $ 1,084,603 $ 96,876

The $218,442 reported as deferred outflows of resources related to pensions
resulting from Authority contributions subsequent to the measurement date will be
recognized as a reduction of the net pension liability in the year ended December
31, 2017. Other amounts reported as deferred outflows of resources and deferred

28



FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

inflows of resources related to pensions will be recognized in pension expense as
follows:

Year ended December 31:

2017 $ 278,101
2018 178,551
2019 220,979
2020 91,654
2021 -
Thereafter -——=

Actuarial assumptions — The total pension liability in the June 30, 2016 actuarial
valuation was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation 2.25 Percent

Salary increases 2.5 to 4.25 Percent

Investment rate of return 6.75 percent, net of pension plan
investment expense, including inflation

Cost of living adjustments 1 Percent

Mortality rates were based on the RP-2014 Total Data Set Mortality Tables, with
Social Security Administration Generational Improvement Scale from 2014.

The actuarial assumptions used in the June 30, 2016 valuation were based on the
results of an actuarial experience study completed in April 2015 that resulted in
an adjustment of retirement, termination and disability rates to reflect recent
experience. For the actuarial valuation as June 30, 2016, there was no changes to
the actuarial assumptions from the actuarial valuation as of June 30, 2015. The
study was based on member experience between June 30, 2010 and June 30, 2014. The
demographic assumptions were updated as needed for the June 30, 2016 actuarial
valuation based on the results of the study.

The long-term rate of return expectation on PERF investments was determined by
using a building-block approach and assumes a time horizon, as defined in the
INPRS Policy Statement. A forecasted rate of inflation serves as the baseline for
the return expectation. Various real return premiums over the baseline inflation
rate have been established for each asset class. The long-term expected nominal
rate of return has been determined by calculating a weighted average of the
expected real return premiums for each asset class, adding the projected inflation
rate, and adding the expected return from rebalancing uncorrelated asset classes.
The target allocation and best estimates of arithmetic real rates of return for
each major asset class are summarized in the following table:
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Target Asset Long-Term Expected Real
Asset Class Allocation Rate of Return
Public equity 22.0 % 5.7 %
Private equity 10.0 6.2
Fixed income — ex inflation-linked 24.0 2.7
Fixed income — inflation-linked 7.0 0.7
Commodities 8.0 2.0
Real estate 7.0 2.7
Absolute return 10.0 4.0
Risk parity 12.0 5.0
Total 100.0 %

Discount rate — Total pension liability for PERF was calculated using a discount
rate of 6.75 percent. The projection of cash flows used to determine the discount
rate assumed that contributions from employers would at the minimum be made at the
actuarially determined required rates computed in accordance with current funding
policy adopted by the Board, actuarially determined. Based on those assumptions,
the pension plan’s fiduciary net position was projected to be available to make
all projected future benefit payments to current active and inactive employees.
Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total
pension liability.

Sensitivity of net pension liability to changes in the discount rate — The
following presents the Authority’s proportionate share of the net pension
liability calculated using the discount rate of 6.75 percent, as well as well as
what the Authority’s proportionate share of the net pension liability would be if
it were calculated using a discount rate that is one percentage point lower (5.75
percent), or one percentage point higher (7.75 percent) than the current rate:

1% Decrease Current Discount 1% Increase
(5.75%) Rate (6.75%) (7.75%)
Authority’s proportionate
share of the net pension $ 4,946,072 $ 3,443,772 $ 2,195,133

liability
Pension plan fiduciary net position — Detailed information about the pension
plan’s fiduciary net position is available in the separately issued INPRS
financial report.
Payable to the pension plan — At December 31, 2016, all required contributions had

been paid to the pension plan.
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Defined contribution plan

The Authority’s defined contribution plan is the other component of the
Authority’s pension plan that is also administered by INPRS. INPRS accumulates
employee contributions and allocates investment income into a separate system wide
fund for all members. Upon retirement, employees may elect a lump sum
distribution of all or part of the savings account. Employees who leave
employment before qualifying for benefits under the defined benefit component
receive a refund of this savings account.

Plan provisions, including contribution requirements, are established by the
Indiana State Legislature, and may be amended only by this body. Employees are
required to contribute 3 percent of their annual salary to an annuity savings
account. Since 1987, the Authority has been funding the employee contribution
requirement. During 2016, the Authority contributed $117,714 on behalf of the
employees. This amount represents pension expense for the Authority during the
year. Plan provisions do not require employer contributions. The Authority did
not have any outstanding liabilities at year-end for this pension plan.

NOTE 8 OTHER POSTEMPLOYMENT BENEFITS (OPEB)

Plan Description - The Authority administers a single-employer defined benefit
retiree healthcare plan. The plan provides medical and dental benefits to
eligible retirees and their spouses. Eligible employees must be at least 60 years
of age with 10 years of continuous full time employment. Coverage ends at
Medicare eligibility date. The Retiree Health Plan does not issue a publicly
available financial report.

Funding Policy - The contribution requirements of plan members are established by
the Authority Board and may be amended annually. Retiree contributions vary based
upon the option they choose: Option 1 is a traditional paid provider plan and
Option 2 is a high deductible paid provider plan. Under Option 1, each retiree
contributes $205 per month for the retiree and $226 for the spouse. Under Option
2, each retiree contributes $138 per month for the retiree and $163 for the
spouse. For the year ended December 31, 2016, three (number of participants
currently eligible) retirees contributed $11,852 and the Authority contributed
$29,235 to the plan.

Annual OPEB Cost and Net OPEB — The Authority’s annual OPEB cost (expense) is
calculated based on the annual required contribution (ARC) of the employer, an
amount actuarially determined in accordance with GASB Statement 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed 30 years. The following table shows
the components of the Authority’s annual OPEB cost for the year, the amount
actually contributed to the plan, and changes in the Authority’s net OPEB
obligation to the Plan.

Annual required contribution $ 119,009
Interest on net OPEB obligation 20,535
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Adjustment to annual required contribution (49,329)
Annual OPEB cost (expense) 90,215
Contributions made (29,235)
Increase in net OPEB obligation 60,980
Net OPEB obligation, beginning of year 698,917
Net OPEB obligation, end of year $ 759,897

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed
to the plan, and the net OPEB obligation for 2016 and the preceding two years were
as follows:

Percentage Net
Annual Annual OPEB OPEB
Year OPEB Cost Contributed Obligation
2014 $ 144,864 18.2% $ 622,058
2015 105,713 27.3 698,917
2016 90,215 32.4 759,897

Funded Status and Funding Progress — As of December 31, 2016, the most recent
valuation date, the actuarial accrued liability for benefits was $977,779, all of
which was unfunded. The covered payroll (annual payroll of active employees
covered by the plan) was approximately $3.9 million, and the ratio of the unfunded
actuarial accrued liability to the covered payroll was 24.9 percent.

Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality, and the
health care cost trend. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new
estimates are made about the future. The schedule of funding progress, presented
as required supplementary information following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value
of plan assets is increasing or decreasing over time relative to the actuarial
accrued liabilities for benefits.

Actuarial Methods and Assumptions — Projections of benefits for financial
reporting purposes are based on the substantive plan (the plan as understood by
the employer and the plan members) and include the types of benefits provided at
the time of each valuation and the historical pattern of sharing of benefit costs
between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of
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short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.

In the December 31, 2016 actuarial valuation, the projected unit credit cost
method was used. The actuarial assumptions included an annual healthcare cost
trend rate of 10 percent for medical care initially, reduced by decrements to an
ultimate rate of 5 percent after 11 years. The trend rate for dental care remains
at 5 percent. The actuary did not factor an inflation rate into the calculations.
A discount rate of 3 percent was used to discount projected benefits to their
present value. This rate was based upon historical and expected future returns on
the assets expected to be available to pay or provide OPEB when due. The unfunded
actuarial accrued liability is being amortized using the level dollar amortization
method on an open basis. The remaining amortization period at December 31, 2016
was 21 years.

NOTE 9 BONDS AND OTHER LONG-TERM LIABILITIES
Bonds consist of:
Revenue Bonds
First Mortgage Federally Taxable Refunding Bonds of 2011:
Fort Wayne International Airport Air
Trade Center Building Corporation
Principal payable semi-annually on January 15, 2017
to January 15, 2020 in payments ranging from
$975,000 in 2020 to $1,875,000 in 2019.
Interest at 4.61 to 5.54% due semi- annually

on January 15 and July 15 . . . . . . . . . . . . . $ 6,330,000
Less: Current portion. . . . . . . . . . o o o o o . . . (1,700,000)
$ 4,630,000

The Authority has a legal debt limit of $91,003,632 which represents 2 percent of
the adjusted value of Allen County property. Adjusted value is calculated by
multiplying one-third times assessed value as certified by the State Department of
Local Government Finance. Since the Authority has no general obligation debt
outstanding, the legal debt margin of the Authority is also $91,003,632 as of
December 31, 2016.

First Mortgage Federally Taxable Refunding Bonds of 2011

The Fort Wayne International Airport Air Trade Center Building Corporation
(FWIAATCBC) First Mortgage Federally Taxable Bonds of 2011 (the 2011 Bonds) are
secured by semiannual lease rental payments to be paid by the Authority pursuant
to the terms of the Master Lease agreement between the FWIAATCBC (Lessor) and the
Authority (Lessee) described below.
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FWIAATCBC agreed to sell the 2011 Bonds in the original amount of $14,710,000 to
refund the 1998 First Mortgage Bonds (the 1998 Bonds). The previously issued 1998
Bonds were used to construct and equip an air freight hub, aircraft maintenance
facility, air cargo sorting facilities, parking, fueling and related facilities,
and personal property connected with the above.

In 1998, the Authority entered into a Master Lease with FWIAATCBC. FWIAATCBC
agreed to sell bonds to finance the construction of the project described above.
In addition, the Authority agreed to sublet the project through a building lease
with an unrelated air cargo company. Subsequently, on October 29, 2007, the air
cargo company filed petitions for reorganization under the Chapter 11 Bankruptcy
Code, and ceased operations at Fort Wayne International Airport. Since the
provisions of the Master Lease agreement require the Authority to levy taxes on
all taxable property within Allen County if revenues from the building lease are
insufficient, the Authority obtained approval from the Allen County Council during
2008 to levy a debt service tax on all taxable property within Allen County.
However, this levy may be reduced by amounts on deposit in the Authority’s lease
rental reserve account that consists of net lease rentals received, if any, from
future tenants of the facilities.

FWIAATCBC retains title to the facilities until the option to purchase is
exercised or the lease term is ended. At such time, the facilities become the
property of the Authority.

The First Mortgage Bonds are not subject to optional redemption prior to maturity,
but some of the bonds are subject to mandatory sinking fund redemption.

Debt Defeasance
The Authority has no outstanding defeased debt. Annual debt service requirements
to maturity for revenue bonds are as follows as of December 31, 2016:

Debt Service Requirements

Years ending December 31:

Principal Interest Total
2047 . . - . . . - . . . - . . $1,700,000 $ 305,364 $ 2,005,364
2018 . . . . . . . .. .. .. 1,780,000 224,488 2,004,488
2019 . . . . . o . o . oL oL 1,875,000 132,268 2,007,268
2020 . . . . . o oo o . ... 975,000 27,008 1,002,008

$ 6,330,000 $ 689,128 $ 7,019,128
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Changes in Bonds and Long-Term Liabilities
Bonds and long-term liability activity for the year ended December 31, 2016, were
as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Long-term liabilities:
Compensated absences. $ 906,899 $ 387,415 $ (280,450) $ 1,013,864 $ 200,867
Bonds:
Revenue bonds . . . . 7,960,000 e (1,630,000) 6,330,000 1,700,000
Total bonds and long-
term liabilities . . . $ 8,866,899 $ 387,415 $(1,910,450) $ 7,343,864 $ 1,900,867

NOTE 10 COMMITMENTS AND CONTINGENCIES

Capital Improvements - At December 31, 2016, the Authority was obligated for
completion of Airport runway improvements and various smaller projects under
commitments aggregating $1,191,982 with an estimated $220,228 eligible for
reimbursement at 94 or 95 percent from the FAA and the State of Indiana, and
$536,535 eligible for reimbursement at 100 percent from passenger facility charges
(PFC); and $298,794 eligible for reimbursement at 95 percent from the FAA, State
of Indiana, and the remainder from PFC.

Rebatable Arbitrage - Based upon calculations through December 31, 2016, there are
no rebatable arbitrage liabilities.

Litigation - The nature of the business of the Authority generates certain
litigation against the Authority arising in the ordinary course of business.
However, the Authority believes the ultimate outcome of these matters in the
aggregate should not have a materially adverse effect on its financial position or
results of operations.

NOTE 11 RENTAL INCOME UNDER OPERATING LEASES

A significant portion of the operating revenue of the Authority is generated
through the leasing of airport and building space to airlines and others on a
fixed fee as well as a contingent rental basis. Ownership risks are retained by
the Authority and, accordingly, such leases are treated as operating leases.

35



FORT WAYNE-ALLEN COUNTY AIRPORT AUTHORITY
Notes to Financial Statements-Continued

The following is a schedule of minimum future rentals on non-cancelable operating
leases to be received in each of the next five years and thereafter:

Years ending December 31:

2017 . . . . . . . . . $ 2,935,040
2018 . . . . . . . . . 1,232,786
2019 . . . . . . . . . 362,876
2020 . . . . . . . . . 239,166
2021 . . . . . . . . . 145,989
Later Years . . . . . . . 1,515,150
Total . . . . . . . . . . $6,431,007

The schedule above includes changes in rental rates that became effective on
January 1, 2017. These rates are adjusted annually.

Contingent rentals and fees aggregated $7,325,663 for the year ended December 31,
2016.

Substantially all the assets classified under capital assets in the statement of
net position are held by the Authority for rental or related use.

NOTE 12 MAJOR CUSTOMERS

During the year ended December 31, 2016, the Authority received significant
operating revenue from one airline. Rentals, landing fees, apron fees and other
revenues from this airline aggregated approximately 6.3 percent of operating
revenues.
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NOTE 13 TAX ABATEMENTS

The Authority has not entered into any tax abatement agreements. However, other
local governmental units entered into tax abatement agreements that reduced the
Authority’s revenues during 2016. The table below summarizes taxes that have been
abated.

Real Personal Total

Unit Property Tax Property Tax Abated
Allen County $ 32,815 $ 64,531 $ 97,346
Fort Wayne 40,412 29,002 69,414
Grabill 145 - 145
Huntertown 265 21 286
Leo-Cedarville 148 -——= 148
Monroeville 568 490 1,058
New Haven 7,641 6,328 13,969
Woodburn 2,058 856 2,914
Totals — All Units $ 84,052 $101,228 $185,280

No amounts have been received and no amounts are receivable from other governments
in association with the forgone tax revenue.
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Schedule of the Authority’s Proportionate Share of the
Net Pension Liability
Public Employees Retirement Fund
Last 3 Fiscal Years (C)

2016 * 2015 2014

Authority’s proportion of the net pension -07588% -07416% -07144%
liability
Authority’s proportionate share of the net
pension liability $3,443,772 $3,020,464 $1,877,397
Authority’s covered-employee payroll $3,636,819 $3,552,188 $3,487,775
Authority’s proportionate share of the net
pension liability as a percentage of
covered payroll 94 7% 85.0% 53.8%
Plan fiduciary net position as a
percentage of the total pension liability 75.3% 77.3% 84 _.3%

e — The amounts presented for the fiscal year were determined as of June 30, 2016 (measurement date)

Schedule of Contributions
Public Employees Retirement Fund

2016 2015 2014
Contractually required contribution $ 430,755 $ 372,707 $ 373,698
Contributions in relation to the
contractually required contribution $ 430,755 $ 372,707 $ 373,698
Contribution deficiency (excess) - -——= -—=
Authority’s covered-employee payroll $3,923,803 $3,385,663 $3,580,305
Contributions as a percentage of covered-
employee payroll 10.98% 10.76% 10.44%

Notes to Schedules:
Note A - Valuation Date: 06/30/16

Note B - Changes of assumptions: There were no assumption changes for the June 30, 2016
valuation. Amounts reported in 2015 reflect an adjustment of retirement, termination and
disability rates to reflect recent experience. Demographic assumptions were updated as needed
for the June 30, 2015 actuarial valuation. The assumption for inflation decreased from 3
percent to 2.25 percent. The future salary increase rate decreased from a range of 3.25
percent to 4.5 percent to a range of 2.5 percent to 4.25 percent. Mortality changed from the
2013 IRS Static Mortality projected five years with Scale AA to the RP-2014 Total Data Set
Mortality Table projected on a fully generational basis using the future mortality projection
included in the Social Security Administration’s 2014 Trustee Report.

Note C — These schedules are presented to illustrate the requirement to show information for

10 years. However, until a full 10-year trend is compiled under the requirements of GASB 68,
the Authority will present information for those years for which information is available.
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Schedule of Funding Progress
Retiree Healthcare Plan

Unfunded
Actuarial AAL as a
Accrued Percentage
Actuarial Actuarial Liability(AAL) Unfunded Funded Covered of Covered
Valuation Value of Projected Unit AAL Ratio Payroll Payroll
Date Assets (1) Credit (2) 2 -1 @a 72 3) ((2-1)73))
12/31/07 $0 $ 798,194 $ 798,194 0.0% $3,326,274 24 0%
12/31/08 0 880,772 880,772 0.0 3,375,564 26.1
12/31/09 0 978,354 978,354 0.0 3,652,914 26.8
12/31/10 0 964,500 964,500 0.0 3,608,928 26.7
12/31/11(A) 0 NZA NZA NZA 3,654,941 NZ7A
12/31/12 0 1,126,517 1,126,517 0.0 3,539,674 31.8
12/31/13(A) 0 NZA NZA NZA 3,505,194 NZA
12/31/14 0 902,202 902,202 0.0 3,580,305 25.2
12/31/15(A) 0 N/A N/A N/A 3,385,663 N/A
12/31/16 0 977,779 977,779 0.0 3,923,803 24.9

Notes to Schedule:

Note A: No actuarial valuations were completed on December 31, 2011, December 31,
2013, and December 31, 2015.
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Fort Wayne-Allen County Airport Authority

Schedule of Expenditures of Federal Awards
Year Ended December 31, 2016

Federal
Grantor/
Pass-Through
Federal Grantor/ Federal Grantor Passed Total
Pass-Through Grantor/ CFDA Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures
U.S. Department of Transportation - Federal Aviation
Administration (FAA)
Airport Improvement Program (AIP)

20.106 3-18-0024-016 $ $ 72,638

20.106 3-18-0024-017 124,319

20.106 3-18-0022-065 12,549,655

20.106 3-18-0022-067 1,925,776

20.106 3-18-0022-068 4,688,768

Subtotal 19,361,156

U.S. Department of Transportation - Federal Aviation
Administration (FAA)
Payments for Small Community Air Service

Development 20.930 2613004SC 114,823

Grand Total $ $ 19,475,979

Notes to Schedule:

1. The accompanying schedule of expenditures of federal awards (Schedule) includes the

federal award activity of the Fort Wayne-Allen County Airport Authority (Authority) under
programs of the federal government for the year ended December 31, 2016. The information

in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of

Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents
only a selected portion of the operations of the Authority, it is not intended to and does not

present the financial position, changes in net position or cash flows of the Authority.

2. Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

Negative amounts shown on the Schedule represent adjustments or credits made in the

normal course of business to amounts reported as expenditures in prior years. The Authority
has elected not to use the 10 percent de minimis indirect cost rate allowed under the Uniform

Guidance.

3. The Fort Wayne-Allen County Airport Authority had no federal loans that they were
administering as of December 31, 2016.
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Fort Wayne-Allen County Airport Authority

Schedule of Passenger Facility Charge Revenues and Expenditures

Year Ended December 31, 2016

Cumulative Cumulative
Amount Total - Quarter Ended Year Ended Total -
Date Approved December 31, March 31, June 30, September 30, December 31, December 31, December 31,
Revenues Approved For Use 2015 2016 2016 2016 2016 2016 2016
Passenger facility charge revenues received $ 22,571,013 337,528 $ 408,118 $ 401,570 $ 348,739 § 1,495,955 $ 24,066,968
Interest earned 543,750 123 161 164 160 608 544,358
Total passenger facility charge
revenue received $ 23,114,763  $ 337,651 $ 408279 $ 401,734 $ 348899 $ 1,496,563 $ 24,611,326
Expenditures
Application 92-01 April 5,1993 $ 26,563,457  $ 18,980,590 $ $ $ $ $ $ 18,980,590
Application 05-03 October 21, 2005 2,045,000 1,579,009 - - 1,579,009
Application 15-04 January 6, 2015 4,055,000 1,493,247 811,300 811,300 2,304,547
Application 16-05 October 27, 2016 8,049,986
Total passenger facility charge
revenue expended $ 40,713,443 $ 22,052,846 $ $ $ 811,300 $ $ 811,300 $ 22,864,146

Notes to Schedule:

1. Revenues and expenditures on approved projects in the schedule above agree to the Passenger Facility Charge Quarterly Status Reports (PFC
Reports) submitted by the Authority to the FAA.

2. Effective October 27, 2016, a total of $40,713,443 has been approved to be imposed and collected on behalf of the Authority and used by the

Authority.

3. Applications 92-01 and 05-03 have been closed out.
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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of the Financial
Statements Performed in Accordance With Government Auditing Standards

Members of the Board
Fort Wayne-Allen County Airport Authority
Fort Wayne, Indiana

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 Fort
Wayne-Allen County Airport Authority (Authority), which comprise the statement of net financial
position as of December 31, 2016, and the related statement of revenues, expenses and changes in net
position and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated June 28, 2017.

Internal Control Over Financial Reporting

Management of the Authority is responsible for establishing and maintaining effective internal
control over financial reporting (internal control). In planning and performing our audit of the
financial statements, we considered the Authority’s 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 a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Authority’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 was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Praxity:
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s 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.

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 Authority’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

BED Lwp

Fort Wayne, Indiana
June 28, 2017
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Report on Compliance for the Major Federal Program
and Report on Internal Control Over Compliance and Report on Schedule of
Expenditures of Federal Awards Required by Uniform Guidance

Independent Auditor’s Report

Members of the Board
Fort Wayne-Allen County Airport Authority
Fort Wayne, Indiana

Report on Compliance for the Major Federal Program

We have audited Fort Wayne-Allen County Airport Authority’s (Authority) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on the Authority's major federal program for the year ended December 31,
2016. The Authority’s major federal program is identified in the summary of auditor’s results section
of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, contracts and the terms
and conditions of its federal awards applicable to its federal program.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Authority's major federal program
based on our audit of the types of compliance requirements referred to above. 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 the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance 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 the Authority’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major
federal program. However, our audit does not provide a legal determination of the Authority’s
compliance.

Opinion on the Major Federal Program
In our opinion, Fort Wayne-Allen County Airport Authority complied, in all material respects, with

the types of compliance requirements referred to above that could have a direct and material effect on
its major federal program for the year ended December 31, 2016.

Praxi ty
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Report on Internal Control Over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on the major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on compliance for the major federal program and to test and report
on internal control over compliance in accordance with the Uniform Guidance, 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 the Authority’s internal control
over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

BED Lwp

Fort Wayne, Indiana
June 28, 2017
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Report on Compliance for the Passenger Facility Charge Program
and Report on Internal Control Over Compliance

Independent Auditor’s Report

Members of the Board
Fort Wayne-Allen County Airport Authority
Fort Wayne, Indiana

Report on Compliance for the Passenger Facility Charge Program

We have audited Fort Wayne-Allen County Airport Authority's (Authority) compliance with the types
of compliance requirements described in the Passenger Facility Audit Guide for Public Agencies
(Guide) that could have a direct and material effect on each of the Authority’s passenger facility
charge programs for the year ended December 31, 2016.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, contracts and the terms
and conditions of its federal awards applicable to its passenger facility charge program.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the passenger facility charge program
based on our audit of the types of compliance requirements referred to above. 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 the audit requirements of the Guide.
Those standards 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 the passenger facility charge program occurred. An audit includes
examining, on a test basis, evidence about the Authority’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the passenger
facility charge program. However, our audit does not provide a legal determination of the Authority’s
compliance.

Opinion on the Passenger Facility Charge Program
In our opinion, Fort Wayne-Allen County Airport Authority complied, in all material respects, with

the types of compliance requirements referred to above that could have a direct and material effect on
its passenger facility charge programs for the year ended December 31, 2016.

Praxity:
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Report on Internal Control Over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on the
passenger facility charge program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on compliance for the passenger facility
charge program and to test and report on internal control over compliance in accordance with the
Guide, 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 the Authority’s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Guide. Accordingly, this report is not suitable for any other purpose.

BED Lwp

Fort Wayne, Indiana
June 28, 2017
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Fort Wayne-Allen County Airport Authority

Schedule of Findings and Questioned Costs
Year Ended December 31, 2016

Summary of Auditor’s Results

Financial Statements

1.

The type of report the auditor issued on whether the financial statements audited were prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP)
was (were):

X] Unmodified [] Qualified [ ] Adverse [ ] Disclaimer

The independent auditor’s report on internal control over financial reporting disclosed:

Significant deficiency(ies)? [ ]Yes D] None reported
Material weakness(es)? []Yes Xl No

3. Noncompliance considered material to the financial statements was disclosed by the audit?

[]Yes X No

Federal Awards

4. The independent auditor’s report on internal control over compliance for major federal awards
programs disclosed:
Significant deficiency(ies)? []Yes [X] None reported
Material weakness(es)? ] Yes X No
5. The opinion(s) expressed in the independent auditor’s report on compliance for major federal awards
was (were):
X] Unmodified [ ] Qualified [ ] Adverse [ ] Disclaimer
6.  The audit disclosed findings required to be reported by 2 CFR 200.516(a)?
[]Yes > No
7. The Authority’s major program was:
Cluster/Program CFDA Number
Airport Improvement Program 20.106
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8.
9.

Fort Wayne-Allen County Airport Authority

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2016

The threshold used to distinguish between Type A and Type B programs was $750,000.
The Authority qualified as a low-risk auditee? X Yes ] No

Findings Required to be Reported by Government Auditing Standards

Reference
Number Finding

No matters are reportable.

Findings Required to be Reported by the Uniform Guidance

Reference
Number Finding

No matters are reportable.
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Reference
Number

Fort Wayne-Allen County Airport Authority

Summary Schedule of Prior Audit Findings
Year Ended December 31, 2016

Summary of Finding

Status

No matters are reportable.
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Fort Wayne-Allen County Airport Authority

Passenger Facility Charge Audit Summary
Year Ended December 31, 2016

Summary of Auditor’s Results

1.
2.
3.

10.

11.

12.

13.

14.

Type of report issued on PFC financial statements.
Type of report on PFC compliance.

Quarterly revenue and disbursements reconciled with
submitted quarterly reports and reported un-liquidated
revenue matches actual amounts. X Yes

PFC revenue and interest is accurately reported on FAA
Form 5100-127. < Yes

The Public Agency maintains a separate financial
accounting record for each application. X Yes

Funds disbursed were for PFC eligible items as identified
in the FAA decision to pay only for the allowable costs of
the project. X Yes

Monthly carrier receipts were reconciled with quarterly
carrier reports. X Yes

PFC revenues were maintained in a separate interest-
bearing capital account or commingled only with other
interest-bearing airport capital funds. X Yes

Serving carriers were notified of PFC program
actions/changes approved by the FAA. X Yes

Quarterly reports were transmitted (or available via
website) to remitting carriers. X Yes

The Public Agency is in compliance with Assurances 5, 6,
7 and 8. X Yes

Project design and implementation is carried out in
accordance with Assurance 9. X Yes

Program administration is carried out in accordance with
Assurance 10. X Yes

For those public agencies with excess revenue, a plan
for the use of this revenue has been submitted to the
FAA for review and concurrence. [ ]Yes [ ]No

[ ]No
[ ]No
[ ]No

[ ]No

[ ]No

[ INo
[ INo
[1No
[ INo
[ INo

[ ]No

X N/A

<l Unmodified [ ] Qualified
X Unmodified [ ] Qualified
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