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Jackson-Madison County Airport Authority
McKellar-Sipes Regional Airport
Jackson, Tennessee

. We have audited the accompanying financial statements of the governmental activities, and each major fund of
Jackson-Madison County Airport Authority, Jackson, Tennessee (the Authority), as of June 30, 2010, and for the
year then ended June 30, 2010, which collectively comprise the Authority’s basic financial statements as listed in the
Table of Contents. These financial statements are the responsibility of the Authority’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

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

opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund, as of June 30, 2010, and the respective
changes in financial position for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 29, 2010, 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 and should be

considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management's discussion
on pages 4 through 7 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.
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Jackson-Madison County Airport Authority 3
McKellar-Sipes Regional Airport
Jackson, Tennessee

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Authority's financial statements as a whole. The introductory section and the other supplementary section are
presented for purposes of additional analysis and are not a required part of the financial statements. The other
supplementary section is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole. The
introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

ol Wrpon Al /5

Certified Public Accountants

Jackson, Tennessee
October 29, 2010



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of Jackson-Madison County Airport Authority (the Authority), we offer readers of the Authority’s
financial statements this narrative overview and analysis of the financial activities of the Authority for the fiscal year
ended June 30, 2010. All amounts, unless otherwise indicated, are expressed in actual dollars. Comparative analyses
of key elements of total governmental funds have not been provided.

FINANCIAL HIGHLIGHTS

Management believes the Authority’s financial condition is strong. The Authority is well within its more stringent
financial policies and guidelines set by the Board and management. The following are key financial highlights.

e Total assets at year-end were $7.55 million and exceeded liabilities in the amount of $6.92 million (i.e. net
assets).
Net assets increased $830 thousand during the current year.
Operating revenues were $1.85 million, while operating expenses were $1.04 million which resulted in
operating income of $830 thousand.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be read in conjunction
with, the financial statements and supplementary information. The MD&A represents management’s examination
and analysis of the District’s financial condition and performance. Summary financial statement data, key financial
and operational indicators used in the Authority’s strategic plan, budget, bond resolutions and other management
tools were used for this analysis. The Financial Statements are made up of three sections: 1) the introductory section,
2) the financial section, and 3) the internal control and compliance section. The introductory section includes the
Authority’s directory. The financial section includes the MD&A, the independent auditor’s report, and the financial
statements with accompanying notes. The internal control and compliance section includes the report on internal
control and compliance.

REQUIRED FINANCIAL STATEMENTS

Due to the Authority being composed of only two governmental funds, a consolidated format has been used to
present the fund statements and the government-wide statements with the reconciliation included as an additional
column. The following statements are included in the financial statements of the Authority:

The Statement of Net Assets and Governmental Fund Balance Sheet includes all of the Authority’s assets and
liabilities and provides information about the nature and amounts of investments in resources (assets) and the
obligations to the Authority’s creditors (liabilities). It also provides the basis for computing rate of return, evaluating
the capital structure, and assessing the liquidity and financial flexibility of the Authority.

The Statement of Activities and Governmental Fund Revenues, Expenditures, and Changes in Fund Balance
presents the results of the business activities over the course of the fiscal year and information as to how the net
assets and fund balances changed during the year. All changes in net assets and fund balances are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of the related cash flows. This
statement measures the success of the Authority’s operations and can be used to determine whether the Authority
has successfully recovered all of its costs. This statement also measures the Authority’s profitability and credit
worthiness.

The Statement of Revenues, Expenditures, and Changes in Fund Balance — Budget and A ctual presents the results of
activities over the course of the fiscal year in comparison with the original and final budget. An additional column is
presented showing the differences between the final budget and the actual expenditures for the year.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont.)

The Notes to the Financial Statements provide required disclosures and other information that are essential to a full
understanding of material data provided in the statements. The notes present information about the Authority’s
accounting policies, significant account balances and activities, material risks, obligations, commitments,
contingencies and subsequent events, if any.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Assets - As noted earlier, net assets may serve over time as a useful indicator of a government's
financial position. In the case of the Authority, assets exceeded liabilities by $6.92 million at the close of the most
recent fiscal year. A portion of the Authority's net assets (93.58%) reflects its investment in capital assets (e.g., land,
buildings, machinery, and equipment); less any related debt used to acquire those assets that is still outstanding.
Although the Authority's investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.

Table 1A
CONDENSED STATEMENT OF NET ASSETS

June 30, 2010  June 30, 2009

Current and other assets $ 106659 §$ 441,727
Capital assets 6,478 419 5,700,786
Total assets $ 7545014 $ 6,142,513
Other liabilities $ 622867 § 50,659
Total liabilities $ 622867 $ 50,659
Invested in capital assets $ 6478419 $§ 5,700,786
Unrestricted 443.728 391,068
Total net assets $ 6922,147 $§ 6,091,854

Statement of Activities — Revenues in the governmental activities column exceeded expenses by $830 thousand.
Revenues increased during the year due to the fact that the Authority received more grant money from state and
federal governments, while expenses increased which resulted in an overall increase of $830 thousand in the
Authority’s net assets.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont.)

Table 2A
CONDENSED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN NET ASSETS

June 30, 2010 June 30, 2009

Operating revenues $ 1,854242 § 603,913
Non-operating revenues 12,970 10,060
Total revenues 1,867,212 613,973
Operating expenditures 1,036,919 949,836
Total expenses 1,036,919 949,836
Change innet assets 830,293 (335,863)
Beginning net assets 6,091,854 6427717
Ending net assets $ 6,922,147 $ 6,091,854

COMMENTS ON FUND FINANCIAL STATEMENTS
The Authority uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

Generall fund — The focus of the Authority's general fund is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the Authority's financing requirements.

In particular, unreserved fund balance may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year.

Revenue and other financing sources in the general fund decreased from last year by approximately $25 thousand.
The most significant changes in revenues and other financing sources in the general fund were:

e A $15 thousand decrease in intergovernmental revenues.
A $10 thousand decrease in services and property use.

Expenditures and other financing uses in the general fund increased from last year by approximately $95 thousand.
The most significant changes in expenditures and other financing uses in the general fund were:

e A $4 thousand increase in fire protection expenses.
A $15 thousand increase in administration expenses.
An $85 thousand increase in transfers.

A budget comparison statement has been provided to demonstrate compliance with the budget.



MANAGEMENT’S DISCUSSION AND ANALYSIS (Cont.)

GENERAL FUND BUDGETARY HIGHLIGHTS
Final Budgeted and Actual Amounts

Actual revenues and other financing sources were less than the final budgeted amounts by approximately $21
thousand. Significant variances are as follows:

Security-TSA was less than final budgeted amounts by approximately $18 thousand.

Expenditures were less than the budgeted amounts by approximately $41 thousand in the current year.
Significant variances were noted in all administrative departments where expenditures were less than
budget amounts by $20 thousand and also in maintenance and utilities where expenditures were less than
budget amounts by $10 thousand.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets - At the end of the fiscal year, the Authority had invested $6.48 million in a variety of capital assets.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

There are no substantial changes anticipated for next year’s budget for the general and capital projects funds.
However, on August 31, 2010 the Authority acquired the operations of the McKellar Sipes Regional Airport fixed
based operator. Effective September 1, 2010 the Authority began providing services including but not limited to
hanger rental and sales of fuel.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Authority's finances for citizens, taxpayers,
customers, investors, creditors and all others with an interest in the Authority's finances. Questions concerning any
of the information provided in this report or requests for additional financial information should be addressed to the
Jackson-Madison County Airport Authority, 308 Grady Montgomery Drive, Jackson, TN 38301.



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
STATEMENT OF NET ASSETS AND GOVERNMENTAL FUND BALANCE SHEET

ASSETS

Cash
Receivables:
Accounts
Intergovernmental
Grants
Due from other funds
Inventories
Deposits on contracts
Deferred asset
Capital assets being depreciated
(net of accumulated depreciation)
Land improvements
Buildings
Infrastructure
Machinery and equipment
Capital assets not being depreciated
Construction in progress

Total Assets

LIABILITIES
Accounts payable
Compensated absences payable
Refundable deposits
Due to other funds
Deferred revenues

Total Liabilities

FUND BALANCE/NET ASSETS
Fund balance
Undesignated
Total Liabilities and Fund Balance
Net Assets
Invested in capital assets
Unrestricted

Total Net Assets

JUNE 30, 2010
ASSETS

Governmental Funds

Capital Adjustments  Statement of
General Projects Total Note 4A Net Assets
$ 158,721 $ 189,002 $ 347,723 § - $ 347,723
32,517 - 32,517 - 32,517
4,570 - 4,570 - 4,570
23,400 492,952 516,352 - 516,352
- 4,792 4,792 (4,792) -
5,388 - 5,388 - 5,388
- 44,668 44,668 - 44,668
- - - 115,377 115,377
- - - 260 260
- - - 3,267,975 3,267,975
- - - 1,397,094 1,397,094
- - - 660,344 660,344
- - - 1,152,746 1,152,746
$ 224596 $ 731,414 $§ 956,010 6,589,004 7,545,014
LIABILITIES AND FUND EQUITY/NET ASSETS
$ (109) $ 543,643 $§ 543,534 - 543,534
- - - 13,687 13,687
6,562 - 6,562 - 6,562
4,792 - 4,792 (4,792) -
14,416 44,668 59,084 - 59,084
25,661 588,311 613,972 8,895 622,867
198,935 143,103 342,038 (342,038) -
$ 22459 $ 731,414 $ 956,010
6,478,419 6,478,419
443,728 443,728
$ 6,922,147 $ 6,922,147

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




JACKSON-MADISON COUNTY AIRPORT AUTHORITY
STATEMENT OF ACTIVITES AND GOVERNMENTAL FUND REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2010

General Capital Adjustments  Statement
Fund Projects Total Note 4B of Activities
EXPENDITURES/EXPENSES
Current:
Fire protection $ 68,170 $ - $ 68170 $ - $ 68,170
Maintenance and utilities 236,042 - 236,042 - 236,042
Administration 161,807 - 161,807 7,821 169,628
Control tower 14,596 - 14,596 - 14,596
Depreciation and amortization - - - 469,424 469,424
Capital outlay - 1,303,040 1,303,040  (1,223,981) 79,059
Total Expenditures $ 480,615 $ 1,303,040 $ 1,783,655 $ (746,736) $ 1,036,919
PROGRAM REVENUES
Services and property use $ 274,585 § - § 274585 § - $ 274,585
Net Program Expense $ 762,334
GENERAL REVENUES
Intergovernmental $ 227,636 $ 1,352,021 §$ 1,579,657 $ - $1,579,657
Other (940) 13,910 12,970 - 12,970
Transfers (84,893) 84,893 - - -
Total General Revenues and Transfers $ 141,803 $ 1,450,824 $ 1,592,627 § - $1,592,627
Excess (Deficiency) of Revenues
Over (Under) Expenditures (64,227) 147,784 83,557 (83,557) -
Change in Net Assets - - - 830,293 830,293
FUND BALANCES/NET ASSETS, JULY 1 263,162 (4,681) 258,481 5,833,373 6,091,854
FUND BALANCES/NET ASSETS, JUNE 30 $ 198,935 $ 143,103 $ 342,038 §6,580,109 § 6,922,147

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



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

REVENUES
Intergovernmental:
State maintenance grant $ 23,400
Operating subsidies - Madison County
and City of Jackson 204,236
$ 227,636
Services and Property Use:
Space Rentals:
Regions Air $ 10,845
Hangar #1 9,950
Hangar #2 9,000
Hangar #3 and 4 34,210
Hangar #3A 23,423
Hangar #4 - Suite B 4,950
Flight school 8,291
Hangar #3 19,200
Tee hangars 2,285
AFSS/AFSFO 32,858
Car rental service area 1,620
Rental offices - terminal 20,285
Fuel farm 2,512
Miscellaneous rent 2,450
$ 181879
Concessions:
Hertz $ 18,300
Enterprise 1,286
$ 19,586
Fuel Flowage:
U.S. Aviation Services $ 28,387
United Foods 5,963
American Aviation 230
$ 3458
Landing Fees:
Corporate Airlines $ 3,429

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



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE (Cont.)
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

REVENUES (Cont.)
Services and Property Use (Cont):
Land Rentals
Agriculture $ 16,790
Freight surcharge 478
Golf course 3,600
BellSouth 200
$ 21,068
Reimbursements:
Joint use - Army National Guard $ 10,000
Security - TSA -
Miscellaneous 4,043
$ 14,043
$ 274,585
Other:
Vending and miscellaneous $ 46
Interest 512
Bad debt (1,498)
$ 940
Total Revenues $ 501,281
EXPENDITURES
Current:
Fire Protection:
Personnel cost . $ 61,098
ARFF training and supplies 1,832
Fuel, oil and grease . 1,937
Maintenance- fire equipment 3,190
Maintenance - passenger screening 113
$ 68170

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



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE (Cont.)
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL (Cont.)
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

EXPENDITURES (Cont.)
Current:
Maintenance and Utilities:
Personnel cost $ 113,077
Janitorial supplies 4,363
Fuel, oil and grease 7,805
Maintenance - other 46,274
Outside lighting 6,480
Utilities 55,168
Maintenance equipment 2,875
$ 236,042
Administration:
Personnel cost $ 121,879
Dues and publications 5,225
Automobile expense 1,438
Office equipment 3,554
Administration 6,485
Legal and accounting 5,647
Office supplies and postage 4,756
Comunications 7,507
Repairs and maintenance 103
Promotion 5,213
$ 161807
Control Tower:
Utilities ' $ 8,040
Maintenance and janitorial 3,963
Equipment purchases and repairs 2,593
Miscellaneous -
$ 14,596
Total Expenditures $ 480,615

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



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE (Cont.)
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Excess Revenues Over Expenditures $ 20,666
OTHER FINANCING USES
Operating transfers out (84,893)

Excess (Deficiency) of Revenues (Over) Under
Expenditure and other Financing Uses

FUND BALANCE, JULY 1 $ 263,162
FUND BALANCE, JUNE 30 $ 263,162

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



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
CAPITAL PROJECTS FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

REVENUES
Intergovernmental:
Grants - local governments $ 148,888
Grants - TDOT
Aeronautics Division 788,701
Grants - Federal Aviation
Administration 414,432
$ 1,352,021
Other:
PFC revenue $ 8,683
Interest and miscellaneous 5,227
$ 13910
Total Revenues $ 1,365,931
EXPENDITURES
Capital Projects:
State and local projects $ 817,832
FAA capital projects 406,949
Other capital projects 62,779
Miscellaneous local projects 15,480
Total Expenditures $ 1,303,040
Excess of Revenues Over Expenditures $ 62,891
OTHER FINANCING SOURCES
Operating transfers in 84,893
Excess (Deficiency) of Revenues Over
Under Expenditures and Other Financing Uses $ 147,784
FUND BALANCE (DEFICIT), JULY 1 (4,681)
FUND BALANCE, JUNE 30 $ 143,103

The accompanying notes are an integral part of the financial statements.
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JACKSON-MADISON COUNTY AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2010

NOTE 1 — ORGANIZATION

The Jackson-Madison County Airport Authority (the Authority) is a governmental entity, which is a joint venture
between the City of Jackson and Madison County, Tennessee. There are no other governmental units that are
considered component units of the Authority.

The Authority was created by a joint resolution of the governing bodies of the City of Jackson and Madison County,
being vested with the authority for the “planning, establishment, development, construction, enlargement,
improvement, maintenance, equipment operation, regulation, protection and policing of McKellar-Sipes Regional
Airport for and on behalf of Madison County and the City of Jackson.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Authority conform to generally accepted accounting principles applicable to
government as defined in the Statement of Governmental Accounting Standards Board (GASB). The following is a
summary of the more significant accounting policies.

A. Reporting Entity

The funds related to the Authority included in this report are controlled by or dependent on the Authority’s
Board. Control by or dependence on the Authority are determined on the basis of budget adoption,
outstanding debt secured by revenues or general obligation of the Authority or the Authority’s obligation to
fund any deficits that may occur.

On this basis, the following funds groups are included in this report:

Fund Types:
General Fund
Capital Projects Fund

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statements of net assets and the statement of changes in
net assets) and the governmental funds financial statements (i.e., the balance sheet and the statement of
revenues, expenditures, and changes in fund balances) have been consolidated onto one report. The
adjustments from the fund financial statements to the government-wide statements have been consolidated
into the middle column of the reports for simplicity.

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

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardiess of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.
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JACKSON-MADISON COUNTY AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (Cont.)
JUNE 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Cont.)

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the government considers
revenues to be available if they are collected within sixty days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

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

The Authority reports the following governmental funds:

The General Fund is the Authority’s primary operating fund. It accounts for all financial resources of the
Authority, except those required to be accounted for in another fund.

The Capital Projects Fund accounts for the capital outlay and special projects of the Authority.

The financial statements of the Authority are prepared in accordance with generally accepted accounting
principles. The Authority’s reporting entity applies all relevant Governmental Accounting Standards Board
(GASB) pronouncements and applicable Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principle Board (APB) opinions issued on or before November 30, 1989 unless they conflict
with GASB pronouncements.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements.

Assets, Liabilities, and Net Assets or Equity
Deposits and Investments

The Authority’s cash and cash equivalents are considered to be cash on hand and demand deposits. All
interest earned is allocated to the source from which the cash originated.
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JACKSON-MADISON COUNTY AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (Cont.)
JUNE 30, 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont.)

D.

Assets, Liabilities, and Net Assets or Equity (Cont.)

Capital Assets

Capital assets, which include equipment and furniture, are included in the government-wide financial
statements. The Authority land and building are titled to the City of Jackson and Madison County, and
therefore are not included in the Authority’s capital assets. Capital assets are defined by the Board as assets
with an initial, individual (or group combined) cost of more than $5,000 (amount not rounded) and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized.

Capital assets of the Authority are depreciated using the straight line method over the following useful
lives:

Land improvements 20 years

Buildings 10 - 40 years

Machinery and equipment 5 - 50 years
Compensated Absences

The Authority records as expenditures the vacation accrued during the year that would normally be
liquidated with expendable available financial resources. The employees accumulate vacation days and in
the event of termination employees are reimbursed for accumulated vacation up to a maximum of 30 days.
The current portion of the accrued vacation at June 30, 2010 recorded in the General Fund is the amount
that would normally be liquidated with expendable available financial resources. Accumulated annual
leave at June 30, 2010 totaled $13,687.

Full-time employees accrue sick leave up to a maximum accumulation of 120 days. However, no
employees retain any vested interest in their unused sick leave upon termination of employment.

Fund Equity
Reserves represent those portions of fund equity not available for expenditure or legally segregated from
specific future use. Designated fund balances represent tentative plans for future use of financial resources.

Deferred Revenue
Deferred revenues are those where asset recognition criteria have been met but for which revenue

recognition criteria have not been met.

Interfund Transactions
Interfund transactions are recorded as transfers. Nonrecurring or non-routine permanent transfers of equity
are reported as residual equity transfers. All other interfund transfers are reported as operating transfers.
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JACKSON-MADISON COUNTY AIRPORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (Cont.)
JUNE 30, 2010

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information

The Authority adopts annual operating budgets on a basis consistent with generally accepted accounting
principles. The operating budget serves as a management control devise that is presented to the county for their
consideration in giving the airport money to operate. The current operating budget details the Authority’s plans
to earn and expend funds for charges incurred for operation, maintenance, certain interest and general functions,
and other charges for the fiscal year.

Some Capital Projects Fund expenditures are also budgeted in accordance with generally accepted accounting
principles. However, project-length financial plans are also adopted for some other Capital Projects Funds
expenditures.

NOTE 4 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of Differences between the Governmental Fund Balance Sheet and the Statement of Net
Assets

Adjustments to the balance sheet of governmental funds to the statement of net assets include the following
items:
When capital assets that are to be used in governmental activities are purchased, the costs of those assets
are reported as expenditures in the governmental funds. However, the statement of net assets includes
those capital assets among the assets of the Authority as a whole. :

Cost of capital assets $10,231,168
Accumulated depreciation (3.752,749)
$6,478,419

When long-term assets that benefit the governmental activities are acquired, the costs of those assets are
reported as expenditures in the governmental funds. However, the statement of net assets includes those
deferred assets among the assets of the Authority as a whole.

Deferred master plan expense $ 115,377

Long-term liabilities applicable to the Authority’s activities are not due and payable in the current period
and accordingly are not reported as fund liabilities. All liabilities are reported in the statement of net assets.

Compensated absences payable § 13,687

Elimination of internal balances

Internal balances $ 4,792

B. Explanation of Differences Between the Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balances and the Statement of Activities

The net change in fund balances of governmental funds differs from the change in net assets for governmental
activities. The difference arises primarily from the long-term economic focus of the statement of activities
versus the current financial resources focus of the governmental funds.
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NOTE 4 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS
(Cont.)

B. Explanation of Differences Between the Governmental Fund Statement of Revenues, Expenditures, and
Changes in Fund Balances and the Statement of Activities (Cont.)

When capital assets that are to be used in governmental activities are purchased, the resources expended for
those assets are reported as expenditures in governmental funds. However, in the statement of activities, the
cost of those assets is allocated over their estimated useful lives and reported as depreciation expense. As a
result, fund balance decreases by the amount of financial resources expended, whereas net assets decrease by
the amount of depreciation expense charged for the year.

Capital assets purchased $(1,223,981)
Depreciation and amortization expense 469.424
Difference $(754,557)

Accrued compensated absences not expected to be liquidated with current resources are not reflected as an
expenditure in the governmental funds.

Compensated absences at beginning of year $ (5,866)
Compensated absences at end of year 13.687
$ 7821

NOTE 5 - CASH AND INVESTMENTS

Custodial Credit Risk

The Authority’s policies limit deposits and investments to those instruments allowed by applicable state laws
and described in Note 1. State statutes require that all deposits with financial institutions must be collateralized
by securities whose market value is equal to 105% of the value of uninsured deposits. The deposits must be
collateralized by federal depository insurance or the Tennessee Bank Collateral Pool, by collateral held by the
Authority’s agent in the Authority’s name, or by the Federal Reserve Banks acting as third party agents. State
statutes also authorize the Authority to invest in bonds, notes or treasury bills of the United States or any of its
agencies, certificates of deposit at Tennessee state chartered banks and savings and loan associations and
federally chartered banks and savings and loan associations, repurchase agreements utilizing obligations of the
United States or its agencies as the underlying securities, the state pooled investment fund, and mutual funds.
Statutes also require that securities underlying repurchase agreements must have a market value of at least equal
to the amount of funds invested in the repurchase transaction. As of June 30, 2010, all bank deposits were fully

collateralized or insured.
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NOTE 6 - CAPITAL ASSETS

Fixed assets acquired in the General Fund are expensed when purchased. The assets on the government-wide
financial statements include only those that have met the Authority’s capitalization policy. The City of Jackson
and Madison County budget for Capital Outlay by the Authority, and pays directly for the items so budgeted.
These items are also included in the Capital Asset account, if they meet the criteria. The land occupied by the
Authority is owned by the City of Jackson and Madison County and is therefore not reflected in these financial
statements. Capital asset activity for the year ended June 30, 2010 was as follows:

Beginning Ending
Balance Additions _Retirements Balance

Capital assets, not being depreciated
Construction in process $ 9,531 $ 1,143,215 § - $ 1,152,746
Capital assets, being depreciated
Land improvements 800 - - 800
Buildings 5,544,018 - - 5,544,018
Infrastructre 1,808,917 27,016 - 1,835,933
Machinery and equipment 1,643,921 53,750 - 1,697,671
Total capital assets, being depreciated 8,997,656 80,766 - 9,078422
Total capital assets 9,007,187 1,223,981 - 10,231,168
Less: accumulated depreciation for:
Land improvements 500 40 - 540
Buildings 2,051,664 224,379 - 2,276,043
Infrastructre 335,640 103,198 - 438,838
Machinery and equipment 918,597 118,731 - 1,037,328
Total depreciation 3,306,401 446,348 - 3,752,749

Governmental activities capital assets, net ~ $ 5,700,786 $ 777,633 $ $ 6,478,419

Amounts remaining in capital outlay in the governmental-wide column is for items that were not capitalized.
Depreciation expense for the year ended June 30, 2010 was $446,348.

NOTE 7 - DEFERRED ASSET

Deferred assets are recorded in the amount of $115,377 for the year ended June 30, 2010. This amount represents

work that was done on the Master Plan Update. This deferred asset will be amortized over a useful life of 10 years
in the amount of $23,076 per year beginning in fiscal year 2009.
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NOTE 8 - PENSION PLANS

During the fiscal year ended June 30, 2010, certain employees of the Authority were members of the Tennessee
Consolidated Retirement System. The Tennessee Consolidated Retirement System is a defined benefit retirement
plan covering general employees and teachers of the state as well as employees of political subdivisions that have
elected coverage. Benefits are determined by a formula using the high five-year average salary and years of service
of each employee. Employees of the Authority are covered in the plan under Madison County’s account.

Madison County makes all required employer contributions for the employees covered under the plan.
NOTE 9 - REVENUE FROM OPERATING LEASES AND CONTRACTS
A significant portion of the Authority’s revenues come from operating leases on the Authority’s property and

various other concessions. All property under lease is owned jointly by the City of Jackson and Madison County.
The Authority has future minimum revenues under operating leases as follows:

Year Ending Minimum
June 30, Lease Revenues
2011 $ 110,167
2012 90,762
2013 76,011
2014 70,962
2015 200
2016 200

The Authority has annual revenues of $59,093 from leases cancelable by either party on thirty days notice.

The Authority also receives the following revenues from concession contracts:

Concession Revenue Base
Automobile rentals 7.50% of gross rents
Fuel sales $0.085 per gallon sold

NOTE 10 - RISK MANAGEMENT

The Authority is exposed to various risks of loss related to tort; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. During the year ended June 30, 2010, the Authority or
Madison County purchased commercial insurance for all of the above risks. Settled claims have not exceeded this
commercial coverage in any of the past three years and there has been no significant reduction in the amount of
coverage provided.

NOTE 11 - SUBSEQUENT EVENTS

On August 31, 2010 the Authority acquired the operations of the vendor operating the McKellar Sipes Regional
Airport fixed base operations for the amount of $325,000. The Authority assumed the fixed based operations on
September 1 providing services including rental of hanger space and sales of fuel. The purchase was financed
through the issuance of 3-year notes.



OTHER SUPPLEMENTARY INFORMATION

The other supplementary information section of this report includes information not
required to be included in the basic financial statements and is provided
for the purpose of additional analysis.
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Variance-
Budgeted Amounts Over
Original Final Actual (Under)
REVENUES
Intergovernmental:
State maintenance grant $ 23,400 $ 23,400 $ 23,400 § -
Operating subsidies - Madison County
and City of Jackson 204,236 204,236 204,236 -
$ 227,636 $ 227,636 $ 227,636 $ -
Services and Property Use:
Space Rentals:
Regions Air $ 12,920 §$ 12,920 $ 10,845 §$ (2,075)
Hangar #1 9,900 9,900 9,950 50
Hangar #2 9,000 9,000 9,000 -
Hangar #3 and 4 34,040 34,040 34,210 170
Hangar #3A 23,300 23,300 23,423 123
Hangar #4 - Suite B 5,400 5,400 4,950 (450)
Flight school 8,250 8250 . 8,291 41
Hangar #3 18,480 18,480 19,200 720
Tee hangars - - 2,285 2,285
AFSS/AFSFO 51,600 51,600 32,858 (18,742)
Car rental service area 1,620 1,620 1,620 -
Rental offices - terminal 20,200 20,200 20,285 85
Fuel farm 2,500 2,500 2,512 12
Miscellaneous rent 5,100 5,100 2,450 (2,650)
b 202,310 $ 202,310 $ 181,879 $ (20,431)
Concessions:
Hertz $ 8,000 §$ 8,000 $ 18,300 $ 10,300
Enterprise 1,000 1,000 1,286 286
$ 9,000 $ 9,000 $ 19,586 $ 10,586
Fuel Flowage:
U.S. Aviation Services $ 26,800 $ 26,800 $ 28,387 $ 1,587
United Foods 6,500 6,500 5,963 (537)
American Aviation 2,720 2,720 230 (2,490)
$ 36,020 § 36,020 $ 34,580 $ (1,440)
Landing Fees:
Corporate Airlines $ 3,430 $ 3430 $ 3429 $ )

See the independent auditor's report.



JACKSON-MADISON COUNTY AIRPORT AUTHORITY

REVENUES (Cont.)
Services and Property Use (Cont):
Land Rentals
Agriculture
Freight surcharge

Golf course
BellSouth

Reimbursements:
Joint use - Army National Guard

Security - TSA
Miscellaneous

Other:
Vending and miscellaneous

Interest
Bad debt

Total Revenues

EXPENDITURES

Current:
Fire Protection:
Personnel cost
ARFF training and supplies
Fuel, oil and grease

Maintenance- fire equipment
Maintenance - passenger screening

See the independent auditor's report.

GENERAL FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Variance-

Budgeted Amounts Over

Original Final Actual (Under)
12,180 $ 12,180 § 16,790 $ 4,610
300 300 478 178
3,600 3,600 3,600 -
200 200 200 -
16,280 $ 16280 $ 21,068 § 4,788
10,000 $ 10,000 $ 10,000 $ -
18,000 18,000 - (18,000)
600 600 4,043 3,443
28,600 $ 28,600 § 14,043 § (14,557)
295,640 $ 295,640 $ 274,585 § (21,055)
500 $ 500 $ 46 $ (454)
700 700 512 (188)
(1,500) (1,500) (1,498) 2
(300) $ (300) § (%940) § (640)
522,976 $ 522,976 § 501,281 § (21,695)
66,850 § 66,850 § 61,098 § (5,752)
3,000 3,000 1,832 (1,168)
2,000 2,000 1,937 (63)
5,000 5,000 3,190 (1,810)
500 500 113 (387
77,350 § 77,350 § 68,170 § (9,180




JACKSON-MADISON COUNTY AIRPORT AUTHORITY
GENERAL FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

Variance-
Budgeted Amounts Over
EXPENDITURES (Cont.) Original Final Actual (Under)
Current:
Maintenance and Utilities:

Personnel cost $ 109,610 $ 109,610 $ 113,077 $ 3,467
Janitorial supplies 4,500 4,500 4,363 (137)
Fuel, oil and grease 8,500 8,500 7,805 (695)
Maintenance - other 58,846 58,846 46,274 (12,572)
Outside lighting 7,500 7,500 6,480 (1,020)
Utilities 54,000 54,000 55,168 1,168
Maintenance equipment 3,500 3,500 2,875 (625)

$ 246,456 $ 246,456 $ 236,042 § (10,414)

Administration:

Personnel cost $ 132,970 $ 132,970 $ 121,879 $ (11,091)
Dues and publications 7,500 7,500 5,225 2,275)
Automobile expense 2,500 2,500 1,438 (1,062)
Office equipment 1,200 1,200 3,554 2,354
Administration 6,500 6,500 6,485 (15)
Legal and accounting 7,500 7,500 5,647 (1,853)
Office supplies and postage 3,500 3,500 4,756 1,256
Comunications 7,500 7,500 7,507 7
Repairs and maintenance 1,000 1,000 103 897)
Promotion 12,000 12,000 5,213 (6,787)

$ 182,170 § 182,170 § 161,807 $ (20,363)

See the independent auditor's report.
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Variance-
Budgeted Amounts Over
Original Final Actual (Under)
EXPENDITURES (Cont.)
Current:
Control Tower:
Utilities $ 7,000 $ 7,000 $ 8,040 $ 1,040
Maintenance and janitorial 5,000 5,000 3,963 (1,037)
Equipment purchases and repairs 4,000 4,000 2,593 (1,407)
Miscellaneous 1,000 1,000 - 1,000
$ 17,000 $ 17,000 $ 14,596 $ (404)
Total Expenditures $ 522,976 $ 522,976 $ 480,615 $ (40,361)
Excess Revenues Over Expenditures $ - 3 - 3 20,666 $ (62,056)
OTHER FINANCING USES
Operating transfers out - - (84,893) 84,893
Excess (Deficiency) of Revenues
(Over) Under Expenditures
and Other Financing Uses $ - $ - 8 (64,227) $ 22,837

See the independent auditor's report.



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
SCHEDULE OF SALARIES AND BONDS OF PRINCIPAL OFFICIALS

JUNE 30,2010
Name Position Annual Salary Amount of Bond
Bill Douglas Chairman None $ 500,000
Delita Thompson-Johnson Commissioner None 500,000
Bill Sipes Commissioner None - 500,000
Hoyt Hayes, Jr. Commissioner None 500,000
Bill Maniss Commissioner None 500,000

See the independent auditor's report.



JACKSON-MADISON COUNTY AIRPORT AUTHORITY
STATE FINANCIAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(Receivable) (Receivable)
Grant Unspent Deposits on Unspent
Grant or Program Number 7/1/2009 Receipts Expenditures Contract (1) _ 6/30/2010
State:
Tennessee Department of Transportation:
Airport Improvements 57-555-0781-04  $ (8,550) $ 8,550 $ - 8 -3 -
Airport Improvements 57-555-0787-04 164,630 400,253 44,473 (280,096)
Airport Improvements 57-555-0788-04 7,200 7,200 - -
Airport Improvements 57-555-0790-04 19,816 17,834 1,982 -
Airport Improvements 57-555-0791-04 39,500 40,312 13,438 (14,250)
Airport Improvements 57-555-0793-04 - 205,528 323,101 35,900 (153,473)
Airport Improvements Z-10-22-0209-00 (21,853) 21,853 23,400 - (23,400)
Total State Awards $ (30,403) § 467,077 $ 812,100 § 95,793 §$§ (471,219)

(1) - Deposits on contracts consists of local match funds sent to the Tennessee Department of Transportation and held on deposit.

These funds are returned to the Authority as grant drawdowns occur.

See the independent auditor's report.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2010

(Receivable) (Receivable)
CFDA Grant Unspent Deposits on Unspent
Grant or Program Number Number 7/1/2009 Receipts Expenditures  Contracts (1) 6/30/2010
Federal:
U.S. Department of Transportation
Passed through Tennessee Department of Transportation:
Airport Improvements 20.106 Z-09-21-4022-00 $ - $ 360836 $ 365372 $ 40,597 $ (45,133)
Small Community Air Service
Development Program DOT-0ST-2009-0149 - 49,060 49,060 - -
Total Federal Awards $ - § 40989 $ 414432 § 40,597 $ (45,133)

Basis of Presentation:

The acccompanying Schedule of Expenditures of Federal Awards summarizes the expenditures of the J ackson-Madison County Airport
Authority under programs of the federal government for the year ended June 30, 2010. The expenditures are presented using the modified

accrual basis of accounting.

See the independent auditor's report.
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Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Jackson-Madison County Airport Authority
McKellar-Sipes Regional Airport
Jackson, Tennessee

We have audited the accompanying financial statements of the governmental activities, and each major fund of the
Jackson-Madison County Airport Authority, Jackson, Tennessee (the Authority), as of and for the year ended June
30, 2010, which collectively comprise the Authority’s basic financial statements and have issued our report thereon
dated October 29, 2010. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A 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 entity's financial statements will
not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting 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 financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

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

Dyersburg, TN Milan, TN
Henderson, TN Murray, KY
Jackson, TN Paris, TN
Martin, TN Trenton, TN

McKenzie, TN Union City, TN
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We noted certain other matters which reported to the management of the Authority in a separate letter dated October
29, 2010.

This report is intended solely for the information of the Board of Directors, management, and the Comptroller of the
Treasury, State of Tennessee and is not intended to be and should not be used by anyone other than these specified
parties.

Certified Public Accountants

Jackson, Tennessee
October 29, 2010
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JACKSON-MADISON COUNTY AIRPORT AUTHORITY
SCHEDULE OF FINDINGS
JUNE 30, 2010

FINDINGS REQUIRED TO BE REPORTED IN ACCORDANCE WITH GOVERNMENT AUDITING

STANDARDS
None
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