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REPORT OF INDEPENDENT AUDITORS

To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of business-type activities of Roanoke Regional Airport
Commission (the Airport) as of and for the year ended June 30, 2014 and 2013, and the related notes to the financial
statements, which collectively comprise the Airport’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 audits. We conducted our audits
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 respective financial
position of the business-type activities of the Airport as of June 30, 2014 and 2013, and the respective changes in
financial position and cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.
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Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis, and the schedule of funding progress - Retiree Health Insurance Contribution Plan, be presented to
supplement the financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, which considers it to be an essential part of financial reporting for
placing the financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplemental 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 financial
statements, and other knowledge we obtained during our audit of the 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 as a whole. The schedule of
expenditures of federal awards, as required by Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and the schedule of passenger facility charges collected and
expended are presented for purposes of additional analysis and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the 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.

Other Information

The Schedule of Receipts and Disbursements for Accounts and Subaccounts Established Under Master Indenture of
Trust and the Summary of Insurance Coverages 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 8, 2014 on our
consideration of the Airport’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 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 Airport’s
internal control over financial reporting and compliance.

Blue LG, LLe

Lexington, Kentucky
October 8, 2014




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

Roanoke Regional Airport Commission's (the Airport's) management team offers readers of the basic financial
statements of the Airport the following narrative overview and analysis of the financial activities of the Airport for the
years ended June 30, 2014 and 2013 with comparative data for fiscal year 2012. The following should be read in
conjunction with our basic financial statements and notes thereto.

Basic Financial Statements

The Airport’s basic financial statements are prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America (GAAP) as promulgated by the Governmental Accounting
Standards Board (GASB). This is the same basis of accounting employed by most private sector enterprises.
Revenues are recognized when earned and expenses are recognized when incurred. Assets with a cost of over $2,000
are capitalized and, except for land, are depreciated over their useful lives. Certain cash and investment funds are
restricted for maintenance and debt service. See the notes to the basic financial statements for a summary of the
Airport's significant accounting policies.

Our basic financial statements include the following components:

Statements of net position present information on the assets and liabilities of the Airport, with the resulting difference
between the two reported as net position. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the Airport is improving or deteriorating. Statements of revenues, expenses
and changes in net position report revenues and expenses, classified as operating and nonoperating, and capital
grants for the period. The resulting change in net position for the period combined with the beginning of the year total
net position balance reconciles to the end of the year total net position, per the statements of net position.

Statements of cash flows report the cash flows experienced by the Airport from operating, noncapital financing, and
capital and related financing and investing activities. The net result of the cash provided by or used in these activities
for the period, added to the beginning of the year balance reconciles to the total cash and cash equivalents, as
presented on the statements of net position.

Notes to the financial statements provide additional information on the data presented in the basic financial statements
as of and for the years ended June 30, 2014 and 2013.

AIRPORT ACTIVITIES

As of June 30, 2014, the Roanoke-Blacksburg Regional Airport (the Airport) was served by one mainline carrier, the
regional affiliates of three major passenger carriers, one low fare leisure carrier and two regularly scheduled cargo
carriers. The number of flights departing daily was 27 in June 2013 and 23 in June 2014, or a 14.8% decrease, while
the number of available seats changed from 1,322 to 1,181, or a 10.7% decrease. The 23 daily flights consisted of 13
jets and 10 turboprop aircraft flying nonstop to nine destinations, one more than June 2013. Regularly scheduled jet
flights decreased by 1 (7.1%), while turboprop aircraft flights decreased by 3 (23.1%). In addition to daily flights,
Allegiant Air provides 4-6 weekly flights to 2 Florida destinations at various times during the year, providing 664 - 996
available seats. In June 2014, Allegiant Air provided 4 weekly jet flights to 2 Florida destinations, providing 686
available seats.




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

A comparative summary of passenger and other traffic at the Airport for the fiscal years ended June 30, 2014,
2013, and 2012 are as follows:

Fiscal year Fiscal year
2014 percent 2013 percent
2014 2013 2012 change change
Passengers 616,328 609,962 643,061 1.04% -5.15%
Aircraft Operations 41,967 46,207 50,411 -9.18% -8.34%
Total Cargo (1,000 Ibs) 23,770 23,398 21,711 1.59% 7.77%

The decrease in aircraft operations for the fiscal year ended June 30, 2014 is attributable to reductions in corporate
flights. One of the airport’s general aviation customers moved its plane to another airport. Also, aircraft operations at
most regional airports have been reduced.

Passengers and cargo were stable year-over-year for fiscal years 2014 and 2013.

The decrease in aircraft operations for the fiscal year ended June 30, 2013 is attributable to a decrease in charter
flights due to economic conditions.

The increase in cargo for the fiscal year ended June 30, 2013 is attributable to higher volumes shipped by existing
customers in the Airport’s service area.

FINANCIAL HIGHLIGHTS

The following major financial highlights are of note for the years ended June 30, 2014 and 2013 (amounts rounded):

>

>

Assets exceeded liabilities by $124.7 million as of June 30, 2014 and $129.3 million as of June 30, 2013.

Net position includes $15.3 million as of June 30, 2014 and $14.4 million as of June 30, 2013, which is
considered unrestricted.

Net position decreased $4.6 million for the fiscal year ended June 30, 2014 and decreased $1.2 million for the
fiscal year ended June 30, 2013.

Operating revenues were $7.2 million for the fiscal year ended June 30, 2014 and $7.3 million for the fiscal
year ended June 30, 2013.

Operation and maintenance expenses, excluding depreciation, were $7.7 million for the fiscal year ended June
30, 2014 and $7.3 million for the fiscal year ended June 30, 2013.

Net nonoperating revenues were $668,000 for the fiscal year ended June 30, 2014 and $505,000 for the fiscal
year ended June 30, 2013.

Capital contributions from federal grant programs, state grant programs and passenger facility charges were
$3.4 million for the fiscal year ended June 30, 2014 and $6.7 million for the fiscal year ended June 30, 2013.

Additional detail on the above items, along with other information, is discussed in the following sections.




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

NET POSITION SUMMARY

Net position was approximately $124.7 million at June 30, 2014, $129.3 million at June 30, 2013, and $130.6 million at
June 30, 2012. Most of the decrease in net position for fiscal years 2014 and 2013 was due to depreciation of capital

assets.

A condensed summary of the major components of the net position for the fiscal years ended June 30, 2014, 2013,
and 2012 is as follows (amounts rounded):

Current assets
Long-term investments
Capital assets, net
Net investment in lease
excluding current portion
Total assets

Current liabilities
Revenue bonds payable
excluding current portion, net
Total liabilities

Net position invested in capital
assets net of related debt

Restricted net position

Unrestricted net position

Condensed Summary of Net Position

$

Fiscal Fiscal

Year Year

2014 2013
percent percent
2014 2013 2012 change change
8,573,000 $ 8,941,000 10,645,000 -4.1% -16.0%
9,012,000 8,536,000 10,788,000 5.6% -20.9%
108,826,000 114,469,000 111,649,000 -4.9% 2.5%
99,000 111,000 122,000 -10.8% -9.0%
126,510,000 132,057,000 133,204,000 -4.2% -0.9%
1,243,000 2,095,000 1,904,000 -40.7% 10.0%
548,000 649,000 746,000 -15.6% -13.0%
1,791,000 2,744,000 2,650,000 -34.7% 3.5%
108,176,000 113,723,000 110,810,000 -4.9% 2.6%
1,223,000 1,178,000 1,099,000 3.8% 7.2%
15,320,000 14,412,000 18,645,000 6.3% -22.7%
124,719,000 $ 129,313,000 $ 130,554,000 -3.6% -1.0%




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

Fiscal Year 2014

Current assets were stable in fiscal year 2014. Capital assets, net decreased approximately $5.6 million compared to
the previous year due to depreciation of $8.2 million in excess of construction and capital asset purchases of $2.5
million. See discussion in capital acquisition and construction activities section. The Airport uses capital assets to
provide services to airlines, passengers, and service providers at the airport.

Current liabilities decreased compared to the previous period due to a decrease in retainage payable and accounts
payable on construction projects.

Revenue bonds payable, excluding current portion, decreased per the scheduled payments on the bonds.

Restricted net position is comprised primarily of maintenance reserves and bond reserve funds subject to external
restrictions under bond resolutions stating how they must be used to pay the future debt service on the related bonds.

Fiscal Year 2013

Current assets decreased in fiscal year 2013 due to utilization of funds for capital projects. Capital assets, net
increased approximately $2.82 million compared to the previous year due to construction and capital asset purchases
in excess of depreciation. See discussion in capital acquisition and construction activities section. The Airport uses
capital assets to provide services to airlines, passengers, and service providers at the airport.

Current liabilities increased compared to the previous period due to an increase in retainage payable on construction
projects.

Revenue bonds payable, excluding current portion, decreased per the scheduled payments on the bonds.

Restricted net position is comprised primarily of maintenance reserves and bond reserve funds subject to external
restrictions under bond resolutions stating how they must be used to pay the future debt service on the related bonds.

CHANGES IN NET POSITION

A condensed summary and discussion of changes in net position, revenues, and expenses for fiscal years 2014, 2013,
and 2012 is as follows (amounts rounded):

Changes in Net Position

Fiscal Fiscal

Year Year

2014 2013
percent percent
2014 2013 2012 change change
Total operating revenues $ 7,194,000 $ 7,257,000 $ 6,740,000 -0.9% 7.7%

Total operation and maintenance

expenses 15,861,000 15,675,000 15,588,000 1.2% 0.6%
Net nonoperating revenues 668,000 505,000 856,000 32.3% -41.0%
Loss before capital contributions (7,999,000) (7,913,000) (7,992,000) -1.1% 1.0%
Capital contributions 3,405,000 6,672,000 5,125,000 -49.0% 30.2%
Change in net position (4,594,000) (1,241,000) (2,867,000) 270.2% 56.7%
Beginning net position 129,313,000 130,554,000 133,421,000 -1.0% -2.1%
Ending net position $ 124,719,000 $ 129,313,000 $ 130,554,000 -3.6% -1.0%




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

Operating revenues:

Airfield revenue $
General aviation revenue
Terminal revenue
Other operating revenue

Total operating revenues

Nonoperating revenues:

Noncapital grants
Gains (losses)
on investments
Realized gain (loss) on
disposal of capital assets
Interest income
Total nonoperating revenues

Capital contributions:

Capital grants

Passenger facility charges
Total capital
contributions

Total revenues $

Revenues

Fiscal Fiscal

Year Year

2014 2013

percent percent
2014 2013 2012 change change

1,166,000 $ 1,199,000 $ 1,211,000 -2.8% -1.0%
451,000 443,000 426,000 1.8% 4.0%
5,191,000 5,222,000 4,733,000 -0.6% 10.3%
386,000 393,000 370,000 -1.8% 6.2%
7,194,000 7,257,000 6,740,000 -0.9% 7.7%
469,000 455,000 514,000 3.1% -11.5%
(21,000) (188,000) (24,000) 88.8% -683.3%
1,000 (4,000) 27,000 -125.0% -114.8%
250,000 277,000 378,000 -9.7% -26.7%
699,000 540,000 895,000 29.4% -39.7%
2,157,000 5,486,000 3,848,000 -60.7% 42.6%
1,248,000 1,186,000 1,277,000 5.2% -7.1%
3,405,000 6,672,000 5,125,000 -49.0% 30.2%
11,298,000 $ 14,469,000 $ 12,760,000 -21.9% 13.4%




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

Fiscal Year 2014

Airfield revenue decreased slightly year over year due to cancelled flights as a result of snowfall in January and
February 2014.

General aviation revenue, terminal revenue and other operating revenue were stable year-over-year.

Noncapital grants were stable year-over-year.

Realized and unrealized losses on investments reflect sales or redemptions of investments purchased at a premium
due to interest rates and related income. The fair value of investments fluctuates as interest rates rise and fall and as
the market anticipates future interest rates. It is the Airport's intent to hold these investments until maturity, at which

time the holder receives par value of the investment.

Capital grants decreased approximately $3.3 million due to decreases in capital projects. See discussion in capital
acquisition and construction activities section.

Passenger facility charges increased approximately $62,000 due to increase in passengers.

Fiscal Year 2013

Airfield revenue decreased slightly year over year due to reduction of flights and passengers.

General aviation revenue increased approximately $17,000 due to new revenues for hanger rentals from fixed base
operators that began in fiscal year 2012 and were realized for a full year in fiscal year 2013.

Terminal revenue increased approximately $489,000 due to new agreements for rental car concessions and parking
rate increase.

Other operating revenue increased approximately $23,000 due to increased building and facility rentals, insurance
claims, and related reimbursements.

Noncapital grants decreased approximately $59,000 due to higher utilization of state grants for capital purposes.

Realized and unrealized losses on investments for fiscal year 2013 reflected losses due to fixed income investments
purchased at a premium due to interest rates and related income. The fair value of investments fluctuates as interest
rates rise and fall and as the market anticipates future interest rates. It is the Airport's intent to hold these investments
until maturity, at which time the holder receives par value of the investment. The net amount of interest income less
investment losses for fiscal years 2011 through 2013 was approximately $790,000. Estimated average of temporary
and long-term investments for that same period was approximately $20.0 million. Net return on investment was
approximately 3.95%.

Capital grants increased approximately $1.6 million due to increases in capital projects. See discussion in capital
acquisition and construction activities section.

Passenger facility charges decreased approximately $91,000 due to decrease in passengers.




ROANOKE REGIONAL AIRPORT COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

Expenses
Fiscal Fiscal
Year Year
2014 2013
percent percent
2014 2013 2012 change change
Operation and maintenance
expenses:
Salaries and fringe benefits 4,306,000 $ 4,137,000 $ 4,015,000 4.1% 3.0%
ARFF services 698,000 675,000 653,000 3.4% 3.4%
Operating expenses 2,678,000 2,507,000 2,386,000 6.8% 5.1%
Depreciation 8,179,000 8,356,000 8,534,000 -2.1% -2.1%
Total operation and
maintenance expenses 15,861,000 15,675,000 15,588,000 1.2% 0.6%
Nonoperating expenses:
Interest expense 31,000 35,000 39,000 -11.4% -10.3%
Total expenses $ 15,892,000 $ 15,710,000 $ 15,627,000 1.2% 0.5%

Fiscal Year 2014

Salaries and fringe benefits increased approximately $169,000 due to staff turnover, an additional position filled and an
increase in the pension rate.

Aircraft Rescue and Fire Fighting (ARFF) services increased approximately $23,000 per the applicable third-party
agreement.

Operating expenses increased approximately $171,000 due to architectural and engineering fees related to a proposed
storm water utility fee, outsourcing of custodial functions, and consulting fees for hiring of director positions.

Interest expense decreased as a result of principal payments on outstanding debt.

Depreciation expense decreased approximately $177,000 due to land improvement items from prior years which
completed depreciation in fiscal year 2013.

Fiscal Year 2013

Salaries and fringe benefits increased approximately $122,000 due to cost of living raises and the addition of a staff
position.

ARFF services increased approximately $22,000 per the applicable third-party agreement.
Operating expenses increased approximately $121,000 due to a marketing campaign and air service development.
Interest expense decreased as a result of principal payments on outstanding debt.

Depreciation expense decreased approximately $178,000 due to completion of depreciation expense on large projects
from previous years including two items from fiscal year 2003 that had ten-year estimated useful lives.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

CAPITAL ACQUISITIONS AND CONSTRUCTION ACTIVITIES

Fiscal Year 2014

During fiscal year 2014, the Airport had capital additions, including construction in process, totaling $2.54 million. Major
projects and additions included terminal improvements and facade rehabilitation, concessions renovation project, cargo
ramp repairs, concourse clerestory upgrades, and parking lot equipment. Completed projects totaling $12.8 million
were transferred from construction in progress and placed into service during fiscal year 2014. Major projects
completed and other additions during fiscal year 2014 were as follows:

Project Amount

Aircraft rescue and firefighters building $ 6,543,000
Terminal improvements - phase | 4,841,000
Parking lot equipment 367,000
Concourse roof replacement 343,000
Concessions renovation project 336,000
Rehabilitate air cargo ramp 283,000

$ 12,713,000

Fiscal Year 2013

During fiscal year 2013, the Airport had capital additions, including construction in process, totaling $11.2 million. Major
projects and additions included construction of aircraft rescue and firefighters building, retrofit runway with engineered
materials arresting system, rehabilitate aircraft maintenance hangar, rehabilitate air carrier ramp, new terminal seating,
new terminal entrance sign, and chiller replacement. Completed projects totaling $6 million were transferred from
construction in progress and placed into service during fiscal year 2013. Major projects completed during fiscal year
2013 were as follows:

Project Amount

Baggage make-up modification $ 1,910,000
Retrofit runway with engineered materials

arresting systems 1,346,000

Replace chillers 867,000

Relocate trailer park 328,000

New terminal entrance sign 302,000

$ 4,753,000

Capital asset acquisitions and improvements are capitalized at cost. Acquisitions are funded using a variety of
financing techniques including federal grants with matching state grants, state grants with matching airport funds, and
Airport revenues. Additional information on the Airport's capital assets and commitments can be found in notes 3 and
10 to the basic financial statements.

10
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2014 AND 2013

LONG-TERM DEBT ADMINISTRATION

In March 2005, the Airport issued $1,400,000 in revenue term bonds with interest at 4.44%, requiring annual payments
of $128,138 through March 2020 to fund construction of a storage hangar for corporate aircraft. Income from rental of
the facility is used to make the debt service payments.

Revenue bonds payable outstanding were approximately $649,000 and $746,000 at June 30, 2014 and 2013,
respectively.

The revenue bonds are governed by a number of general covenants relating to qualified expenditures, debt service
requirements and other restrictions on assets. For fiscal years ended June 30, 2014 and 2013, the Airport has
complied with these covenants.

DISCUSSION OF CURRENTLY KNOWN FACTS, DECISIONS, OR CONDITIONS

In March 2014, the Airport approved its fiscal year 2014-2015 operating budget. Budgeted operating revenues are
approximately $7.8 million. Budgeted operating expenditures are approximately $8.3 million. These amounts do not
include depreciation expense or capital contributions. Budgeted non-operating revenues are approximately $871,000.
These amounts include investment income and government grants. Interest and debt service for 2014-2015 is
budgeted at approximately $128,000. Total proposed capital expenditures, as amended are approximately $4,610,000.
Of this amount, it is anticipated that approximately $3,200,000 will be funded through state grants, $630,000 through
federal grants, and approximately $780,000 through airport capital funds. Landing fees for 2014-2015 will be $2.06 per
1,000 pounds. Annual terminal rent will be $48.12 per square foot.

In addition to the above, required contributions for the City of Roanoke Pension Plan will increase from 18.07% in fiscal
year 2014 to 22.23% in fiscal year 2015.

REQUEST FOR INFORMATION

This financial report is designed to provide interested parties with a general overview of the Airport's finances.
Questions concerning any of the information provided in this report or requests for additional information should be
addressed to the Director of Finance and Administration, Roanoke Regional Airport Commission, 5202 Aviation Drive,
Roanoke, Virginia, 24012 or by e-mail to erniem@flyroa.com. Alternatively, information about the operations of the
Airport can be obtained via the Internet at www.flyroa.com.

11



ROANOKE REGIONAL AIRPORT COMMISSION

STATEMENTS OF NET POSITION
JUNE 30, 2014 AND 2013

ASSETS
Current assets

Cash and temporary investments $
Restricted cash and temporary investments

Total cash and cash equivalents
Accounts receivable
Accrued interest receivable
Due from Commonwealth of Virginia
Due from federal government
Current portion of net investment in lease
Prepaid expenses and other assets
Short-term investments

Total current assets

Long-term investments

Capital assets
Land and improvements
Buildings and structures
Equipment and other capital assets
Construction in progress
Accumulated depreciation
Capital assets, net

Net investment in lease, excluding current portion

Total assets $

LIABILITIES AND NET POSITION
Current liabilities
Current portion of revenue bonds payable $
Accounts payable and accrued expenses, operations
Accounts payable, construction and capital assets
Accrued payroll and compensated absences
Total current liabilities

Long-term portion of revenue bonds payable
Total liabilities
Net position
Invested in capital assets, net of related debt
Restricted
Unrestricted

Total net position

Total liabilities and net position $

2014 2013
5,553,167 $ 5,849,034
1,223,092 1,178,048
6,776,259 7,027,082
218,259 371,689
73,737 78,836

0 6,671

433,817 388,023
12,108 11,497
36,001 48,723
1,022,953 1,008,904
8,573,134 8,041,425
9,012,645 8,535,869
30,394,810 29,990,287
158,021,126 145,669,377
13,376,821 13,174,288
1,268,550 12,142,373
(94,235,460) (86,507,175)
108,825,847 114,469,150
98,919 111,026
126,510,545 $ 132,057,470
101,359 $ 96,965
214,199 189,756
190,106 1,121,691
737,609 686,384
1,243,273 2,094,796
547,846 649,206
1,791,119 2,744,002
108,176,642 113,722,979
1,223,092 1,178,048
15,319,692 14,412,441
124,719,426 129,313,468
126,510,545 $ 132,057,470

See report of independent auditors and
accompanying notes to financial statements. 12



ROANOKE REGIONAL AIRPORT COMMISSION

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED JUNE 30, 2014 AND 2013

Operating revenues
Airfield revenue $
General aviation revenue
Terminal revenue
Other operating revenue

Total operating revenues

Operation and maintenance expenses
Salaries and fringe benefits
Aircraft rescue and firefighting services
Operating expenses
Depreciation

Total operation and maintenance expenses

Operating loss

Nonoperating revenues (expenses)
Noncapital grants, federal
Noncapital grants, state
Realized and unrealized gains (losses) on investments
Realized gains (losses) on disposal of capital assets
Interest income
Interest expense

Net nonoperating revenues

Loss before capital contributions

Capital contributions
Capital grants, federal
Capital grants, state
Passenger facility charges

Total capital contributions

Change in net position

Net position, beginning of year

Net position, end of year $

2014 2013
1,166,358 $ 1,199,193
450,967 442,879
5,190,759 5,222,361
385,956 392,972
7,194,040 7,257,405
4,305,903 4,136,894
698,000 675,000
2,678,431 2,506,323
8,179,266 8,356,270
15,861,600 15,674,487
(8,667,560) (8,417,082)
109,898 117,055
359,283 337,684
(20,447) (187,838)
500 (4,253)
249,898 277,498
(31,173) (35,376)
667,959 504,770
(7,999,601) (7,912,312)
433,817 3,758,339
1,723,644 1,727,316
1,248,098 1,186,492
3,405,559 6,672,147
(4,594,042) (1,240,165)
129,313,468 130,553,633
124,719,426 $ 129,313,468

See report of independent auditors and
accompanying notes to financial statements. 13



ROANOKE REGIONAL AIRPORT COMMISSION

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2014 AND 2013

Operating activities
Cash received from vendors and tenants
Cash payments to suppliers for goods and services
Cash payments to employees for services
Other receipts
Net cash flows from operating activities

Noncapital financing activities
Noncapital grants received

Capital and related financing activities

Principal payments of revenue bonds payable
Interest paid on note payable and revenue bonds payable
Proceeds from disposal of capital assets
Acquisition and construction of capital assets
Transfers (to) from escrow account
Capital grants received from other governments
Passenger facility charges collected

Net cash flows from capital and

related financing activities

Investing activities
Purchases of investments
Proceeds from sales of investments
Interest received on investments
Net cash flows from investing activities

Net change in cash and cash equivalents
Total cash and cash equivalents, beginning of year
Total cash and cash equivalents, end of year
Reconciliation of operating loss to net cash flows from

operating activities
Operating loss

Adjustments to reconcile operating loss to net cash flows

from operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in accounts
and other receivables
Increase in investment in lease, net
(Increase) decrease in prepaid expenses
and other assets
Increase (decrease) in accounts payable
and accrued expenses
Net cash flows from operating activities

2014 2013
6,961,514 $ 6,985,920
(3,339,266) (3,270,523)
(4,254,678) (4,079,748)
397,452 403,889
(234,978) 39,538
475,852 460,123
(96,966) (92,762)
(31,173) (35,376)
500 3,035
(3,467,548) (10,972,311)
12,722 (7,043)
2,111,667 5,991,999
1,248,098 1,186,492
(222,700) (3,925,966)
(4,028,647) (7,706,249)
3,517,375 11,789,130
242,275 359,172
(268,997) 4,442,053
(250,823) 1,015,748
7,027,082 6,011,334
6,776,259 7,027,082
(8,667,560) $  (8,417,082)
8,179,266 8,356,270
165,537 132,984
(611) (580)
12,722 (7,043)
75,668 (25,011)
(234,978) $ 39,538

See report of independent auditors and
accompanying notes to financial statements. 14



ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

1. SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization

The Roanoke Regional Airport Commission (the Airport), owner and operator of the Roanoke-Blacksburg Regional
Airport, was created through an act of the Virginia General Assembly in 1987. It is an independent subdivision of the
state, financially independent and deriving none of its revenues from local taxes. The Roanoke-Blacksburg Regional
Airport is the primary commercial service airport serving a 19-county region encompassing western Virginia and parts
of West Virginia.

The Roanoke-Blacksburg Regional Airport is governed by a five-member Commission Board, with each member being
appointed to a four year term. Three of the Commission members are appointed by the Roanoke City Council and two
by the Roanoke County Board of Supervisors.

Basis of Accounting and Accounting Presentation

This summary of significant accounting policies is presented to assist in understanding the Airport's financial
statements. The financial statements and accompanying notes are representations of the Airport's management who is
responsible for their integrity and objectivity.

The Airport’s operations are presented as a single enterprise fund. Enterprise funds distinguish operating revenues
and expenses from non-operating items in accordance with the flow of economic resources measurement focus and
the accrual basis of accounting. All assets, liabilities, net position, revenues, and expenses are accounted for through
a single enterprise fund with revenues recorded when earned and expenses recorded at the time the corresponding
liabilities are incurred.

Revenues from rental and fees, landing fees, parking revenue, and other miscellaneous revenue are reported as
operating revenues. Transactions, which are capital, financing or investing related, are reported as non-operating
revenues. Passenger Facility Charges are reported as non-operating revenues. Expenses from employee wages and
benefits, purchases of services, materials and supplies, and other miscellaneous expenses are reported as operating
expenses. Interest expense and financing costs are reported as non-operating expenses.

Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 62, Codification of Accounting and
Financial Reporting Guidance Contained in Pre-November 30, 1989 Financial Accounting Standards Board (FASB)
and American Institute of Certified Public Accountants (AICPA) Pronouncements, the Airport follows GASB guidance
as applicable to enterprise funds.

Cash and Temporary Investments, Short-term Investments and Long-term Investments

All cash and temporary investments, short-term investments and long-term investments are held by financial
institutions in the name of the Airport. Except as discussed in Note 2, all cash and temporary investments, short-term
investments, and long-term investments were fully collateralized pursuant to agreements with all participating financial
institutions to pledge assets on a pooled basis to secure public deposits according to the Virginia Security for Public
Deposits Act Regulations of the Code of Virginia. All deposits and investments are insured or registered or for
securities held by a safe keeping agent are in the Airport's name. Temporary investments, short-term investments, and
long-term investments are recorded at fair value with any net appreciation or depreciation reflected in the statements of
revenues, expenses and changes in net position. Temporary investments consist of money market funds, commercial
paper, and commercial bank certificates of deposit with original maturities of three months or less carried at fair value.
Short-term investments consist of U.S. Government agency securities and commercial bank certificates of deposit with
original maturities in excess of three months and a current maturity of less than one year. Long-term investments
consist of U.S. Government agency securities, corporate notes payable, and commercial bank certificates of deposit
with maturities in excess of one year.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

Receivables

Receivables are reported at their gross value when earned and are reduced by the estimated portion that is expected
to be uncollectable. The allowance for uncollectible amounts is based on collection history and information regarding
the credit worthiness of those doing business with the Airport. There were no material amounts deemed uncollectible
at June 30, 2014 and 2013.

Capital Assets

The Airport defines capital assets as assets with an initial, individual cost of more than $2,000 and an estimated useful
life of at least three years. Major additions, including those that significantly prolong a capital asset's economic life or
expand usefulness, are capitalized. Normal repairs that merely maintain the capital asset in its present condition are
recorded as expenses and are not capitalized.

Capital assets are stated at cost less accumulated depreciation computed by the straight-line method over the
estimated lives of the respective assets as follows:

Buildings and structures 5 - 55 years
Equipment and other capital assets 3-15years

Passenger Facility Charge Collections

On June 10, 1998, the Federal Aviation Administration (FAA) approved a $3.00 Passenger Facility Charge (PFC) (No.
1) collection at the Airport effective September 1, 1998. Effective December 1, 2001, the FAA approved an increase to
a $4.50 PFC collection at the Airport. The total approved amended amount of net PFC revenue, plus interest the
Airport was allowed to collect, was $6,463,183 by January 1, 2005. On November 29, 2004, the FAA approved an
additional PFC (No. 2) collection of $8,483,280 by November 1, 2011, to begin after collection of the initial PFC No. 1.
On May 18, 2011, the FAA approved an additional PFC (No. 3) collection of $2,191,701 by January 1, 2013, to begin
after collection of PFC No. 2. On September 6, 2011, the FAA approved an additional PFC (No. 4) collection of
$4,279,500 by March 1, 2016, to begin after collection of PFC No. 3. Collections for PFC No. 4 began in April 2013.
For the years ended June 30, 2014 and 2013, PFC revenues earned by the Airport totaled approximately $1,248,000
and $1,186,000, respectively.

Unearned Lease Income

Unearned lease income related to a direct financing capital lease is being amortized over the life of the lease using the
effective yield method.

Operating Revenues and Expenses

Operating revenues consist of airfield, general aviation, terminal and other revenues. Operating expenses include
salaries and fringe benefit costs, aircraft rescue and firefighting services, other operating expenses and depreciation.
All other revenues and expenses, with the exception of capital grants and passenger facility charges, are classified as
nonoperating revenues and expenses.

Employee Benefit Plans

Airport employees participate in the City of Roanoke Pension Plan (Pension Plan) and the Airport's deferred
compensation plan. The Airport's policy, with respect to the Pension Plan, is to fund pension costs, which include both
normal costs and amortization of prior service costs.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

Funding Requirements

Pursuant to an agreement between the City of Roanoke (the City) and the County of Roanoke (the County), each
locality is responsible for their pro rata share, based on population, of any year-end operating deficit or capital
expenditures of the Airport if additional funding is required, and such deficits or capital expenditures, as defined in the
agreement, were previously approved in budgets authorized by the City and County. The Airport is responsible for
paying all outstanding debt.

Operating Leases

Operating leases with rental car companies and concessions' vendors for operations at the airport terminal are
multiyear agreements which are structured to provide income under various funding formulas and additional amounts
based on increased operating levels. In addition, the airlines provide income under established funding formulas.

Statements of Cash Flows

For purposes of the statements of cash flows, cash and cash equivalents include cash on hand, cash on deposit,
temporary investments, and restricted cash on deposit with original maturities of three months or less.

Net Position

Net position represents the difference between assets and liabilities. Net position invested in capital assets consist of
capital assets, net of accumulated depreciation and related debt. Net position is reported as restricted when there are
limitations imposed on their use through external restrictions imposed by creditors, grantors, laws or regulations of
other governments. The Airport applies restricted resources first when an expense is incurred for purposes for which
both restricted and unrestricted resources are available.

Use of Estimates

Management of the Airport has made a number of estimates and assumptions relating to the reporting of assets,
liabilities, revenues, expenses, and the disclosure of contingent assets and liabilities to prepare these financial
statements in conformity with accounting principles generally accepted in the United States of America. Actual results
could differ from those estimates.

Subsequent Events

The Airport evaluates events occurring subsequent to the date of the financial statements in determining the
accounting for and disclosure of transactions and events that affect the financial statements. Subsequent events have
been evaluated through October 8, 2014, which is the date the financial statements were issued.

Adoption of New Pronouncements

During 2013, the Airport adopted GASB Statement No. 62, Codification of Accounting and Financial Reporting
Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which supersedes GASB
Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting. This eliminated the election provided in paragraph 7 of GASB No. 20 for business-
type activities to apply post-November 30, 1989, Financial Accounting Standards Board (FASB) Statements and
Interpretations that do not conflict with or contradict GASB pronouncements. GASB Statement No. 62 was applied
retrospectively and had no impact on the Airport's net position, changes in net position, or financial reporting
disclosures.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

With the June 30, 2013 financial statements, the Airport implemented the provisions of GASB Statement Nos. 63 and
65 with retroactive implementation to the June 30, 2012 financial statements presented herein for comparability
purposes. The Airport’'s June 30, 2014 and 2013 financial statements do not contain items considered to be deferred
outflows or deferred inflows as defined by the GASB in Statement No. 65. Therefore, the effects on the Airport’s June
30, 2014 and 2013 financial statements of implementing GASB Statement Nos. 63 and 65 consist of the replacement
of all references to “net assets” with references to “net position.”

Significant Upcoming Implementation

GASB Statement No. 68, Accounting and Financial Reporting for Pensions-an amendment of GASB Statement No. 27,
issued June 2012, will be effective for periods beginning after June 15, 2014. This Statement establishes the
accounting and financial reporting standards for measuring and recognizing liabilities, deferred outflows of resources,
and deferred inflows of resources, and expense/expenditures related to certain pensions. It willimprove the decision-
usefulness of information in employer and governmental nonemployer contributing entity financial reports and will
enhance its value for assessing accountability and interperiod equity by requiring recognition of the entire net pension
liability and a more comprehensive measure of pension expense.

GASB Statement No. 69, Government Combinations and Disposals of Government Operations, issued January 2013,
will be effective for government combinations and disposals of government operations occurring in financial reporting
periods for periods beginning after December 15, 2013. This Statement establishes accounting and financial reporting
standards related to government combinations (mergers, acquisitions, and transfers of operations) and disposals of
government operations. The disclosures required by this Statement will enable financial statement users to evaluate
the nature and financial effects of those transactions.

GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees, issued April
2013, will be effective for financial reporting periods beginning after June 15, 2013. This Statement requires a
government that extends a nonexchange financial guarantee to recognize a liability when qualitative factors and
historical data, if any, indicate that it is more likely than not that the government will be required to make a payment on
the guarantee. Additional disclosures will be required by both governments that extend and receive financial
guarantees.

GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date-an
Amendment of GASB Statement No. 68, issued November 2013, will be required to be applied simultaneously with
provisions of GASB Statement No. 68 making it effective for periods beginning after June 15, 2014. This Statement
amends previous guidance to require that, at transition, a government recognize a beginning deferred outflow of
resources for its pension contributions, if any, made subsequent to the measurement date of the beginning net pension
liability.

The Airport has not yet determined the effects that the implementation of these statements will have on its financial
statements.

18



ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

2. DEPOSITS AND INVESTMENTS

The Airport's investment policy allows for the Airport's funds, other than sinking funds, to be invested in the following
securities:

>

United States Treasury bills, notes, or any other obligation or security issued by or backed by the full faith and
credit of the United States Treasury.

Bonds, notes, and other obligations of the United States, and securities issued by any federal government
agency or instrumentality or government sponsored enterprise except for collateralized mortgage obligations,
provided that the issuer is rated no less than AA by a Nationally Recognized Statistical Rating Organization
(“NRSRO").

Stocks, bonds, notes, and other evidences of indebtedness of the Commonwealth of Virginia and those
unconditionally guaranteed as to payment of principal and interest by the Commonwealth, or of any county,
city, town, district, authority, or any other public body of the Commonwealth of Virginia upon which there has
been no default.

Negotiable certificates of deposit and negotiable bank deposit notes of domestic banks with a rating of A-1 by
Standard and Poor’s, Inc. and P-1 by Moody'’s Investor Service, Inc. for maturities of one year or less, and a
rating of AA by Standard and Poor’s, Inc. and Aa by Moody’s Investor Service, Inc. for maturities over one
year and not exceeding five years.

Non-negotiable and time deposits and savings accounts in commercial banks and savings institutions doing
business in the Commonwealth of Virginia.

Unsecured short-term debt of U.S. corporations may be purchased if certain conditions are met.

Bankers’ acceptances issued by domestic banks or domestic offices of foreign banks, which are eligible for
purchase by the Federal Reserve System with a maturity of 270 days or less. The issuing corporation, or its
guarantor, must have a short-term debt rating of no less than “A-1" (or its equivalent) by at least two NRSROs.

Notes issued by corporations organized and operating within the United States or by depository institutions
licensed by the United States or any state and operating within the United States with a rating of at least AA by
Standard and Poor’s, Inc. and a rating of Aa by Moody’s Investor Service, Inc. and a maturity of no more than
five years.

Overnight, term, and open repurchase agreements, provided certain conditions are met.
Certificates of deposit provided certain conditions are met.

The pooled investment fund (known as the Virginia Local Government Investment Pool) as provided for in
Section 2.2-4600 et seq. of the Code of Virginia.

Shares in open-end investment funds (mutual funds) provided such funds are registered under the Federal
Investment Company Act of 1940, invest exclusively in the securities specifically permitted under this
investment policy, and which are similarly diversified, provided that the fund is rated “AAAM” or “AAAM-G” or
better by Standard & Poor’s Corporation, or equivalent by other rating agencies. The fund must also be
properly registered for sale under the Securities Act (Section 13.1-501 et seq.) of the Code of Virginia.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

At June 30, 2014 and 2013, the Airport had the following unrestricted and restricted investments and cash (amounts
rounded):

June 30, 2014

Fair <1 1-5 5-15 S&P
Value year years years Rating
Unrestricted:
U.S. treasury notes $ 2,528,000 $ $ 2,528,000 $ AA+
U.S. government
agency bonds 4,174,000 4,174,000 AA+
Corporate debt 2,310,000 2,310,000 AA
Commercial bank
certificate of deposit 1,022,000 1,022,000 N/A
Commercial paper 550,000 550,000 A-1
Money market funds 4,753,000 4,753,000 AAAmM
Cash 252,000 252,000 N/A
Total unrestricted 15,589,000 6,577,000 9,012,000 0
Restricted:
Money market funds 1,223,000 1,223,000 AAAM
Totals $ 16,812,000 $ 7,800,000 $ 9,012,000 $ 0

June 30, 2013

Fair <1 1-5 5-15 S&P
Value year years years Rating
Unrestricted:
U.S. government
agency bonds $ 5,672,000 $ $ 5,672,000 $ AA+
Corporate debt 2,864,000 2,864,000 AA
Commercial bank
certificate of deposit 1,009,000 1,009,000 N/A
Money market funds 5,474,000 5,474,000 AAAM
Cash 375,000 375,000 N/A
Total unrestricted 15,394,000 6,858,000 8,536,000 0
Restricted:
Money market funds 1,178,000 1,178,000 AAAM
Totals $ 16,572,000 $ 8,036,000 $ 8,536,000 $ 0
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

The above amounts are reflected in the accompanying statements of net position as follows (amounts rounded):

2014 2013
Cash and cash equivalents $ 6,776,000 $ 7,027,000
Short-term investments 1,023,000 1,009,000
Long-term investments 9,013,000 8,536,000

$ 16,812,000 $ 16,572,000

Interest Rate Risk: Limitation on instruments, diversification, and maturity scheduling shall depend upon whether the
funds being invested are considered short term, intermediate, or extended duration. Short term investment maturities
shall be scheduled to coincide with projected cash flow requirements and anticipated revenue. Short term duration
funds will be invested in permitted investments maturing in one year or less.

Investments in intermediate and extended duration longer term securities shall be made after considering the additional
income potential and the volatility risk inherent in securities with longer maturities. Intermediate duration funds will be
invested in permitted investments maturing in five years or less. Extended duration funds will be invested in permitted
investments maturing in fifteen years or less and shall not exceed more than 25% of the portfolio.

Custodial Credit Risk: All investments are in the name of the Airport and held in third-party safekeeping at a qualified
financial institution designated as the primary agent.

Concentration of Credit Risk: The Airport does not have a specific policy towards concentration credit risk. As of June
30, 2014 and 2013, the Airport's investments were allocated as follows:

Maximum
2014 2013 allowed

Money market funds 36 % 40 % 100 %
Federal National Mortgage Association Bonds 15 24 35
U.S. Treasuries 15 0 100
Corporate notes 14 17 15
Federal Home Loan Mortgage Corporation Bonds 10 11 35
Certificates of deposit 6 6 20
Commercial paper 3 0 35
Cash 1 2 N/A

Totals 100 % 100 %

The amounts above reflect an excess in 2013 for corporate notes above the maximum allowed. This is due to changes
in market values. At the time the respective investments were purchased, the value of corporate notes was equal to or
less than 15% of total cash and investments.

The Airport maintains its cash accounts with federally insured banks. The Federal Deposit Insurance Corporation
insures up to $250,000 at each institution. From time to time, cash balances may exceed federally insured limits. At
June 30, 2014 and 2013, the Airport’s uninsured cash balances totaled approximately $5,472,000 and $5,074,000,
respectively. Amounts that were in excess of federally insured limits and were collateralized by assets held by the
financial institution in the Airport’'s name totaled approximately $154,000 and $232,000 at June 30, 2014 and 2013,
respectively. Amounts that were in excess of federally insured limits and were collateralized by assets held by the
financial institution not in the Airport’s name totaled approximately $5,317,000 and $4,842,000 at June 30, 2014 and
2013, respectively.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2014 was as follows (amounts rounded):
Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land and easements $ 24,425,000 $ $ $ 24,425,000
Construction in progress 12,143,000 1,917,000 12,791,000 1,269,000
Total capital assets not being
depreciated 36,568,000 1,917,000 12,791,000 25,694,000
Capital assets being depreciated:
Buildings, structures,
and improvements 151,234,000 12,756,000 163,990,000
Equipment and other capital assets 13,174,000 654,000 451,000 13,377,000
Total capital assets being
depreciated 164,408,000 13,410,000 451,000 177,367,000
Less accumulated depreciation:
Buildings, structures,
and improvements 77,149,000 6,807,000 83,956,000
Equipment and other capital assets 9,358,000 1,372,000 451,000 10,279,000
Total accumulated depreciation 86,507,000 8,179,000 451,000 94,235,000
Capital assets, net $ 114,469,000 $ 7,148,000 $ 12791000 $ 108,826,000

Capital asset activity for the year ended June 30, 2013 was as follows (amounts rounded):

Beginning Ending
Balance Increases Decreases Balance
Capital assets not being depreciated:
Land and easements $ 24,425,000 $ $ $ 24,425,000
Construction in progress 7,521,000 10,651,000 6,029,000 12,143,000
Total capital assets not being
depreciated 31,946,000 10,651,000 6,029,000 36,568,000
Capital assets being depreciated:
Buildings, structures,
and improvements 145,867,000 5,451,000 84,000 151,234,000
Equipment and other capital assets 12,228,000 1,112,000 166,000 13,174,000
Total capital assets being
depreciated 158,095,000 6,563,000 250,000 164,408,000
Less accumulated depreciation:
Buildings, structures,
and improvements 70,202,000 7,024,000 77,000 77,149,000
Equipment and other capital assets 8,191,000 1,332,000 165,000 9,358,000
Total accumulated depreciation 78,393,000 8,356,000 242,000 86,507,000
Capital assets, net $ 111,648,000 $ 8858000 $ 6,037,000 $ 114,469,000

Construction in progress of approximately $1,269,000 and $12,143,000 at June 30, 2014 and 2013, respectively,
consisted primarily of costs incurred for rehabilitation and renovations of buildings.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

4. CAPITAL LEASE

The Airport leases a hangar located on its property to a private company. This lease is classified as a direct financing
capital lease. The lease requires monthly payments of $1,459 and expires March 1, 2022. The following lists the
components of the net investment in this lease as of June 30, 2014 and 2013 (amounts rounded):

2014 2013
Minimum lease payments receivable $ 134,000 $ 152,000
Less unearned lease income (stated interest rate
of 5.5%) (23,000) (29,000)
Net investment in lease $ 111,000 $ 123,000

The following is a schedule of minimum future rentals due under this lease as of June 30, 2014 (amounts rounded):

2015 $ 18,000
2016 17,000
2017 18,000
2018 17,000
2019 18,000

2020 - 2022 46,000

$ 134,000

Amortization revenue from the lease was approximately $7,000 and $6,000, respectively, for the years ended June 30,
2014 and 2013. These amounts are included in interest income in the accompanying statements of revenues,
expenses and changes in net position.

5. REVENUE BONDS PAYABLE

On March 1, 2005, the Airport issued $1,400,000 in revenue term bonds with interest at 4.4%, requiring annual
payments of $128,138 through March 2020 (the Bonds). The outstanding principal at June 30, 2014 and 2013 on the
Bonds was approximately $649,000 and $746,000 respectively.

The aggregate gross annual principal maturities of revenue bonds payable subsequent to June 30, 2014 are as follows
(amounts rounded):

Year ending June 30: Principal Interest Total
2015 $ 101,000 $ 27,000 $ 128,000
2016 106,000 22,000 128,000
2017 111,000 17,000 128,000
2018 116,000 12,000 128,000
2019 121,000 7,000 128,000
2020 94,000 2,000 96,000
Total $ 649,000 $ 87,000 $ 736,000

The Bonds are governed by a number of general covenants relating to qualified expenditures, debt service reserve
requirements, and other restrictions on assets. For the years ended June 30, 2014 and 2013, the Airport has complied
with these covenants. The Bonds are collateralized by revenue of the Airport established by the trust indenture.
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Revenue bonds payable, net activity for the year ended June 30, 2014 was as follows (amounts rounded):

Amount due
Beginning Ending within one
Type of debt Balance Increases Decreases Balance year
Bonds payable $ 746,000 $ 0 % 97,000 $ 649,000 $ 101,000
Revenue bonds payable, net activity for the year ended June 30, 2013 was as follows:
Amount due
Beginning Ending within one
Type of debt Balance Increases Decreases Balance year
Bonds payable $ 839,000 $ 0 % 93,000 $ 746,000 $ 97,000

Restricted cash of approximately $1,223,000 and $1,178,000 at June 30, 2014 and 2013, respectively, is primarily for
maintenance reserves and payments for interest and principal on bonds.

CAPITAL CONTRIBUTIONS

Capital asset purchases have been primarily funded by federal and state capital contributions and by the issuance of
revenue bonds. Additional matching requirements are met by the Airport.

Special purpose grants and passenger facility charges are subject to audit to determine compliance with specified
requirements. Airport's management believes that if any refunds are required, they will not be material to the basic
financial statements.

PENSION PLAN

Plan Description

All full-time employees of the Airport participate in the City of Roanoke Pension Plan (the Pension Plan), a cost-sharing
multiple-employer public employee retirement system. The Pension Plan was established by City Ordinance No. 8559,
dated May 27, 1946, and effective July 1, 1946. City Council appoints the Pension Plan Board of Trustees which is
responsible for administering the Pension Plan. The Pension Plan is currently not subject to the provisions of the
Employee Retirement Income Security Act (ERISA) of 1974.

Effective July 1, 1984, the Pension Plan changed its name from the Employees' Retirement System of the City of
Roanoke, Virginia (ERS) to City of Roanoke Pension Plan. This change provided for an Employees' Supplemental
Retirement System (ESRS) which modified certain benefits as defined by ERS. All employees covered under the
provisions of ERS at June 30, 1984 could elect to stay with ERS or be covered under the provisions of ESRS.
Coverage under ESRS was mandatory for all employees hired on or after July 1, 1984. Both ERS and ESRS share a
common trust fund from which all benefits are paid without distinction as to the source of funds and are administered
by the board of trustees. The Pension Plan provides retirement benefits as well as death and disability benefits.
Retirement benefits vest after 5 years of credited service for all Pension Plan members. All Airport employees
participate in ESRS. Employees who are members of ESRS with 5 years or more of credited service and age 65, and
employees with the attained age of 50 and their age plus years of service equal to 80 are entitled to an annual
retirement benefit, payable monthly for life in an amount equal to 2.1% of their final average compensation for each
year of credited service up to a maximum of 63%. Final average compensation is the employee's average salary
excluding overtime over the highest 36 consecutive months of credited service.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

Employees with 5 years of credited service may retire at or after age 55 and receive a reduced retirement benefit.
Employees may elect to receive their pension benefits in the form of a single life annuity or a joint and survivor annuity
payable monthly from retirement. If employees under age 65 terminate before rendering 5 years of service, they forfeit
the right to receive any Pension Plan benefits.

Six-year historical trend information showing the Pension Plan's progress in accumulating sufficient assets to pay
benefits when due is presented in the Pension Plan's June 30, 2014 comprehensive annual financial report. A copy of
this report may be obtained by writing to the City of Roanoke Retirement Office, Attention: Retirement Administrator,
215 Church Ave., SW, Room 461, Roanoke, VA 24011.

Funding Policy

Commission employees do not contribute to the Pension Plan. The Airport's contribution is based on a percentage of
the annual compensation of the active members, which is based on an actuarially determined contribution amount.
The payroll for Commission employees covered by the Pension Plan for the years ended June 30, 2014, 2013 and
2012 was approximately $2,850,000, $2,750,000, and $2,710,000, respectively. The Airport's total payroll for these
years was approximately $3,020,000, $2,980,000, and $2,840,000, respectively.

Annual Pension Cost

For fiscal year 2014, the Commission's annual pension cost of approximately $517,000 was equal to the Commission's
required and actual contributions. The required contribution was determined as part of the June 30, 2013
actuarial valuation using the projected unit credit method using the level dollar amortization method of any
unfunded/overfunded actuarial liability. The actuarial assumptions included (a) 7.75% investment rate of return, (b)
projected payroll growth of 3.5% per year including (c) projected salary growth using a tiered approach with ranges of
2.5%to 5.0% based on age. Projected salary increases include an inflation component of 2.75%. The actuarial value of
the assets is determined using a method designed to smooth the impact of market fluctuations. The actuarial value
recognizes annual appreciation and depreciation over a five-year period. The actuarially determined employer
contribution rates were 18.07%, 15.60%, and 18.04% of covered payroll for the fiscal years 2014, 2013 and 2012,
respectively. The information below related to funding progress and trend information is provided (amounts rounded).

Three - year Trend Information
Roanoke Regional Airport Commission
Roanoke, Virginia

Fiscal year Required Percentage
ending Contribution contributed
June 30,2014 $ 517,000 100%
June 30,2013 $ 431,000 100%
June 30,2012 $ 482,000 100%

DEFERRED COMPENSATION PLAN

Airport employees may participate in the Airport's deferred compensation plan which was created in accordance with
Internal Revenue Code Section 457 from its predecessor plan held by the City of Roanoke. The deferred compensation
plan permits employees to defer a portion of their salary until future years. The deferred compensation is not available
to employees until termination, retirement, death, or unforeseeable emergency. The Airport made a contribution into
the deferred compensation plan for each participating employee. The Airport made contributions to the deferred
compensation plan in the amount of approximately $14,000 and $17,000 for the years ended June 30, 2014 and 2013,
respectively.
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9. CONCENTRATIONS

Revenue from landed weights, parking, and concessionaires comprise the majority of operating revenues for the
airport. Three airlines accounted for approximately 91.1% and 91.2%, respectively, of the landed weight for commercial
airlines during the years ended June 30, 2014 and 2013. Activity from commercial airlines is primarily responsible for
parking revenues and revenue from concessionaires.

10. COMMITMENTS AND OTHER MATTERS

The Airport is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; general liability claims; and natural disasters. The Airport manages these risks
through the purchase of commercial insurance. From time to time, the Airport is involved in litigation in the normal
course of operations. It is the opinion of the Airport's management that any adverse outcomes related to litigation
would not have a material impact on the financial position, results of operations, or cash flows of the Airport as of and
for the years ended June 30, 2014 and 2013.

Under the terms of federal and state grants, periodic audits are required and certain costs may be questioned as not
being appropriate expenditures under the terms of the grants. Such audits could lead to reimbursement of the grantor
agencies. The Airport's management believes disallowances, if any, would be immaterial.

As of June 30, 2014 and 2013, the Airport had outstanding contractual commitments approximating $482,000 and
$678,000, respectively, related to equipment purchases and airport improvement projects.

11.PROPERTY LEASED TO OTHERS

The Airport leases capital assets under operating lease agreements for concessions and other commercial purposes.
Future minimum rental revenues to be received under these operating leases as of June 30, 2014 are as follows
(amount rounded):

Year ending June 30: Total
2015 $ 1,539,000
2016 997,000
2017 327,000
2018 327,000
2019 326,000
Thereafter 1,193,000
Total $ 4,709,000

The Airport also leases property through contingent rentals. Revenues from these contingent rentals arise primarily
from a percentage of the lessees’ gross revenues in excess of minimum guarantees. Several lease agreements
provide a minimum lease concession. Contingent rentals for the years ended June 30, 2014 and 2013 were
approximately $349,000 and $489,000, respectively. These amounts are included in terminal revenue in the
accompanying statements of revenues, expenses and changes in net position.

Substantially all capital assets of the Airport are held for direct or indirect utilization in the Airport’s principal activities of
leasing land, buildings, and airfield facilities to third party lessees. Total lease revenues, including landing fees, for the
years ended June 30, 2014 and 2013 were approximately $6,808,000 and $6,864,000, respectively.
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OTHER POSTEMPLOYMENT BENEFITS

On July 21, 2009, the Airport approved a plan, the Retiree Health Insurance Contribution Plan (the Plan), to provide
certain post-employment benefits to qualifying employees of the Airport. Eligibility criteria includes retirement after July
1, 2009 and a minimum of 15 years of service, enroliment in the Airport's health insurance plan for at least one year,
and patrticipation in the City of Roanoke's Post-Retirement Health Plan. The Airport pays the City of Roanoke $239 to
$451 each month for medical insurance for each eligible retiree depending on coverage levels only through December
31, 2014 or until the City no longer provides health insurance coverage to Commission retirees, whichever comes
sooner. Payments for the fiscal years 2014 and 2013 were approximately $4,000 and $2,000, respectively, and are
included in salaries and fringe benefits in the attached financial statements. The Airport reserves the right to revise
and terminate the Plan at any time, as it deems necessary, at its sole discretion. This benefit will terminate when the
retiree is eligible for coverage by any other health insurance, including Medicare. As of June 30, 2014 and 2013, the
Plan was not funded. The net obligation, computed using an interest rate of 4 percent and a payroll growth rate of 3.75
percent, was approximately $68,000, $54,000, and $41,000, respectively, at June 30, 2014, 2013, and 2012. Covered
payroll for the Plan for fiscal years, 2014, 2013 and 2012 was approximately $2,850,000, $2,750,000, and $2,710,000,
respectively. The annual required contribution (ARC) for fiscal years 2014 and 2013 is comprised of $9,800 normal
cost and $5,400 interest, and $8,900 normal cost and $4,600 interest, respectively and is included in salaries and
fringe benefits in the attached financial statements. The ARC was approximately .53% and .49%, respectively, of
covered payroll for fiscal years 2014 and 2013. The ARC was computed as the normal cost plus amortization of the
unfunded portion of actuarial accrued liability. The amortization amount was determined as a level percent of payroll.

The actuarial cost method used to determine the liability for the Plan was the Projected Unit Credit. Actuarial
valuations involve estimates of the value of reported amounts and assumptions about the probability of events far into
the future. Actuarially determined amounts are subject to continual revision as actual results are compared to past
expectations and new estimates are made about the future. Projections of benefits are based on the types of benefits
provided under the substantive plan at the time of each valuation and on the pattern of sharing of benefit costs
between the employer and plan members to that point. Actuarial calculations reflect a long-term perspective.
Consistent with that perspective, actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets. Factors that significantly
affect the identification of trends in the amounts reported include changes in benefits provisions, the size and
composition of the employee groups covered by the Plan, and the actuarial methods and assumptions used. The
actuarial assumptions included (a) projected payroll growth of 3.0% per year and (b) medical cost trend assumption
using the Getzen Trend Model - 6.10% graded to 4.80% over 69 years.

The Plan does not issue stand-alone financial statements. The required schedule of funding progress following the
notes to 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 liability for benefits.

RELATED PARTY TRANSACTIONS

As discussed above, the Airport participates in certain financial transactions with the City of Roanoke for pension and
other postemployment benefits. In fiscal year 2014, the Airport paid approximately $6,000 to the County of Roanoke
for architectural and engineering fees. In fiscal year 2013, the Airport paid approximately $23,000 to the County of
Roanoke for radio system fees. No material amounts were due to or from the City of Roanoke or County of Roanoke
at June 30, 2014 and 2013.
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2014

Federal Total Federal Current Year
Federal Grantor/Pass-Through Federal Project Program or Federal
Grantor/Program CFDA No. Number Award Amount Expenditures
MAJOR PROGRAM:
U.S. Department of Transportation
Direct Program:
Airport Improvement Program 20.106 3-51-0045-50 $ 5,309,287 433,817
NON-MAJOR PROGRAM
U.S. Department of Homeland Security
Direct Program:
Law Enforcement Officer
Reimbursement Program 97.090 HSTS0213HSLRO050 113,160 109,898
Total $ 5,422,447 $ 543,715

See accompanying notes to the
Schedule of Expenditures of Federal Awards.
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ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2014

1. GENERAL

The Roanoke Regional Airport Commission is a public body politic and corporate, and has jurisdiction, control,
possession, and supervision of the Roanoke-Blacksburg Regional Airport. The accompanying Schedule of
Expenditures of Federal Awards presents the 2014 expenditure activity of all federal financial assistance programs of
the Airport. All federal financial assistance was received directly from federal agencies.

The award revenues received and expended are subject to audit and adjustment. If any expenditures are disallowed
by the grantor as a result of such an audit, any claim for reimbursement to the grantor would become a liability of the
Airport. In the opinion of management, all grant expenditures are in compliance with the terms of the grant agreements
and applicable federal laws and regulations.

2. BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards includes the federal award activity of the Roanoke
Regional Airport Commission and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the basic financial statements.
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF PASSENGER FACILITY CHARGES COLLECTED AND EXPENDED
YEAR ENDED JUNE 30, 2014

Federal Grantor/Pass-Through Record Impose Use PFC Interest
Grantor/Program of Decision Authority Authority Collected Earned Expenditures

U.S. Department of Transportation

Passenger Facility Charge Program 98-01-C-02-ROA $ 6,463,183 $ 6,463,183 $ 0 % 0% 0
04-02-C-00-ROA 8,158,043 8,158,043 0 0 0

11-03-C-00-ROA 2,191,701 2,191,701 0 0 0

11-04-C-00-ROA 4,279,550 4,279,550 1,248,098 0 1,248,098

$ 21,092,477 $ 21,092,477 $ 1,248,098 $ 0 % 1,248,098

See accompanying notes to the Schedule of Passenger
Facility Charges Collected and Expended. 30



ROANOKE REGIONAL AIRPORT COMMISSION
NOTES TO THE SCHEDULE OF PASSENGER FACILITY CHARGES COLLECTED AND EXPENDED
YEAR ENDED JUNE 30, 2014

1. GENERAL

The Aviation and Safety and Capacity Expansion Act of 1990 (Public Law 101-508, Title Il, Subtitle B) authorized the
local imposition of Passenger Facility Charges (PFC) and use of PFC revenue on Federal Aviation Administration
(FAA) approved projects. On June 10, 1998, the FAA approved a $3.00 Passenger Facility Charge (PFC No.1)
collection at the Roanoke Regional Airport Commission (the Airport) effective September 1, 1998. Effective December
1, 2001, the FAA approved an increase to a $4.50 PFC collection at the Airport. The total amended approved amount
of net PFC revenue plus interest the Airport was allowed to collect was $6,463,183, originally by May 1, 2004. In
January 2004, the allowed collection date was revised to January 1, 2005. The $6,463,183 PFC revenues were
received by the January 1, 2005 collection date and it is no longer an active application. The Airport filed an application
with the FAA (PFC No. 2) for authorization to collect an additional $8,483,280 by November 1, 2011, which was
approved November 29, 2004. On February 1, 2010 that amount was amended to $8,158,043. The $8,158,043 PFC
revenues were received by the June 30, 2011 and it is no longer an active application. The Airport filed an application
with the FAA (PFC No. 3) for authorization to collect an additional $2,191,701 by January 1, 2013, which was approved
May 18, 2011. As of June 30, 2014, the $2,191,701 of PFC revenues has been received and it is no longer an active
application. The Airport filed an application with the FAA (PFC No. 4) for authorization to collect an additional
$4,279,550 which was approved on September 6, 2011. Collections for PFC No. 4 began in April 2013. As of June 30,
2014, the $1,553,463 of PFC revenues has been received.

2. BASIS OF PRESENTATION

The accompanying Schedule of Passenger Facility Charges of the Airport is presented on the accrual basis of
accounting. Passenger Facility Charges are recorded as restricted revenue until expending in compliance with
applicable Records of Decision from the Federal Aviation Administration. Amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.

3. SCHEDULE OF PASSENGER FACILITY CHARGES COLLECTED AND EXPENDED

The Schedule of Passenger Facility Charge Revenues and Expenditures (the Schedule) presents the revenues
received from Passenger Facility Charges and expenditures incurred on approved projects.

Revenues received and expenditures spent on approved projects in the Schedule agree to the Passenger Facility
Charge Quarterly Status Reports submitted by the Airport to the FAA.
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF RECEIPTS AND DISBURSEMENTS FOR
ACCOUNTS AND SUBACCOUNTS ESTABLISHED UNDER MASTER INDENTURE OF TRUST

YEAR ENDED JUNE 30, 2014

Beginning balance
Receipts:
Deposits from Commission
Interest earned
Disbursements:
To Trustee
To Commission
Ending balance

Bond account

Debt service

Operation
and
maintenance
reserve

Debt Service reserve account Total
$ 0 % 0 $ 1,175,677 1,175,677
128,138 44,026 172,164
0
128,138 128,138
0
$ 0 % 0 % 1,219,703 1,219,703
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ROANOKE REGIONAL AIRPORT COMMISSION
SUMMARY OF INSURANCE COVERAGES

JUNE 30, 2014

Carrier

Types and limits of coverage

Commerce and Industry Insurance Company

Commerce and Industry Insurance Company

Travelers

Commonwealth of Virginia

Virginia Municipal Liability Insurance Programs

Travelers

Fidelity and Deposit Company of Maryland

Travelers

Travelers

Commerce and Industry Insurance Company

Commerce and Industry Insurance Company

Comprehensive airport liability and hangarkeepers
liability coverage up to $150,000,000.

Personal injury advertisers’ liability coverage up to
$50,000,000.

Business auto liability and destruction up to
$1,000,000, including non-owned autos.

Officials’ and law enforcement liability up to
$1,000,000 per occurrence with unlimited aggregate.

Workers' compensation liability up to $1,000,000 per
accident or disease; employers’ liability up to
$1,000,000.

Real & business personal property, including boiler &
machinery coverage up to $43,524,353. Business
income up to $5,500,000. Earthquake and flood
loss up to $10,000,000.

Employee dishonesty coverage up to $500,000 and
depositors’ forgery coverage up to $500,000.

Commercial Inland Marine-Special Form-property
coverage for automobile tunnel up to $6,634,000.

Commercial Inland Marine-Special Form-property
coverage for engineered materials arrestor system
up to $5,000,000.

War risk liability coverage for bodily injury or
property damage up to $50,000,000.

Terrorism risk liability coverage for bodily injury or
property damage up to $150,000,000.

The above policies are in effect from September 1, 2013 through September 1, 2014 except for Officials’ and
law enforcement liability and Workers’ compensation liability policies which are in effect from July 1, 2013 to

July 1, 2014.
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF FUNDING PROGRESS - RETIREE HEALTH INSURANCE CONTRIBUTION PLAN
YEARS ENDED JUNE 30, 2014 AND 2013

Actuarial UAAL as a
Actuarial Actuarial Accrued Unfunded Percentage
Valuation Value of Liability AAL Funded Covered of Covered
Date Assets (AAL) UAAL Ratio Payroll Payroll
01.01.2014 % 0 $ 149,000 $ 149,000 0% $ 2,768,800 $ 5.38%
01.01.2012 0 109,000 109,000 0% 2,691,100 4.05%
01.01.2010 0 117,300 117,300 0% 2,694,100 4.35%
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Blue & Co., LLC/ 250 West Main Street, Suite 2900 / Lexington, KY 40507
main 859.253.1100  fax 859.253.1384  email blue@blueandco.com

REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

We have audited, in accordance with the 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 Roanoke Regional Airport Commission (the Airport), and the
related notes to financial statements which comprise the Airport’s basic financial statements, and have issued our
report thereon dated October 8, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Airport’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Airport’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Airport’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 entity’s financial statements will
not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose described in the 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
over financial reporting that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.
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To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Airport’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 Airport’s internal control or on
compliance. This reportis an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Airport’s internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Blue LG, LLe

Lexington, Kentucky
October 8, 2014
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND
REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Report on Compliance for Each Major Federal Program

We have audited Roanoke Regional Airport Commission’s (the Airport) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on each of the Airport’s major federal programs for the year ended June 30, 2014. The Airport's major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
guestioned costs.

Management’'s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of the Airport’s major federal programs 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 OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the Airport’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 each major federal program.
However, our audit does not provide a legal determination of the Airport’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Airport complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended June 30,
2014.
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To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Page Two

Report on Internal Control Over Compliance

Management of the Airport is responsible for establishing and maintaining effective internal control over compliance
with the types of requirements referred above. In planning and performing our audit of compliance, we considered the
Airport’s internal control over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on internal
control over compliance in accordance with OMB Circular A-133, 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 Airport’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 OMB Circular A-133. Accordingly,
this report is not suitable for any other purpose.

Blue LG, LLe

Lexington, Kentucky
October 8, 2014
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2014

Section | - Summary of Auditor’s Results

Type of auditor’s report issued:

Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies)
identified that are not

considered to be
material weaknesses?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies)
identified that are not

considered to be
material weaknesses?

Type of auditor’s report issued on compliance
for major programs:

Any audit findings disclosed that are
required to be reported in accordance
with section 510(a) of Circular A—133?

Identification of major programs:

CEDA Number
20.106

Dollar threshold used to distinguish between
type A and type B programs:

Auditee qualified as a low-risk auditee?

Section Il — Findings related to financial statements reported in accordance with Governmental Auditing Standards

unmodified

yes X __no

yes X ___none reported

yes X __no

yes X __no

yes X none reported
unmodified

yes X __no

Name of Federal Program or Cluster
Airport Improvement Program

$300,000

X __yes no

None reported.

Section |1l — Findings and guestioned costs related to federal awards

None reported.

No findings or questioned costs were reported for the year ended June 30, 2013.
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE FOR THE PASSENGER FACILITY CHARGE
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE FEDERAL AVIATION ADMINISTRATION

To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Report on Compliance for Passenger Facility Charge Program

We have audited the Roanoke Regional Airport Commission’s (the Airport) compliance with the types of compliance
requirements described in the Passenger Facility Charge Audit Guide for Public Agencies, issued by the Federal
Aviation Administration (Guide), that could have a direct and material effect on its Passenger Facility Charge Program
for the year ended June 30, 2014.

Management’s Responsibility

Management is responsible for compliance with requirements of laws, regulations, contracts, and grants applicable to
the Passenger Facility Charge Program.

Auditor’'s Responsibility

Our responsibility is to express an opinion on the Airport’s 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 Guide. Those standards and the Guide 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
has occurred. An audit includes examining, on a test basis, evidence about the Airport'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 Airport’s compliance.

Opinion

In our opinion, the Airport complied, in all material respects, with the compliance requirements referred to above that
could have a direct and material effect on its Passenger Facility Charge Program for the year ended June 30, 2014.
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To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

Page Two

Report on Internal Control Over Compliance

Management of the Airport 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 Airport’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 an opinion on compliance for the Passenger Facility Charge Program
and to test and report on the 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 Airport’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 Passenger Facility Charge 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 Passenger Facility Charge 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 Passenger Facility Charge
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 Passenger Facility Charge Audit
Guide for Public Agencies, issued by the Federal Aviation Administration (Guide). Accordingly, this report is not
suitable for any other purpose.

Blue L o LLC

Lexington, Kentucky
October 8, 2014
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ROANOKE REGIONAL AIRPORT COMMISSION
SCHEDULE OF PASSENGER FACILITY CHARGE FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2014

Summary of Auditors' Results

We have issued an unmodified opinion, dated October 8, 2014 on the financial statements of Roanoke Regional Airport
Commission as of and for the year ended June 30, 2014.

Our audit disclosed no material weaknesses or significant deficiencies that are considered to be material weaknesses
in relation to internal control over financial reporting or internal control over the passenger facility charge program.

Our audit disclosed no instances of non-compliance which are material to Roanoke Regional Airport Commission's
financial statements.

We have issued an unmodified opinion, dated October 8, 2014 on Roanoke Regional Airport Commission's compliance
for the passenger facility charge program.

Our audit disclosed no findings required to be reported under the provisions of the Passenger Facility Charge Audit
Guide for Public Agencies, issued by the Federal Aviation Administration (the Guide).

Findings Relating to the Financial Statements

Our audit disclosed no findings which are required to be reported in accordance with the Guide.

Findings and Questioned Costs for the Passenger Facility Charge Program

Our audit disclosed no findings or questioned costs for passenger facility charge program as defined by the Guide.

The prior year's audit disclosed no findings required to be reported in accordance with the provisions of the Passenger
Facility Charge Audit Guide for Public Agencies.
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH CONTRACTUAL PROVISIONS
OF THE MASTER INDENTURE OF TRUST SECURING AIRPORT REVENUE BONDS
DATED AS OF MARCH 1, 2005

To the Members of the Roanoke Regional Airport Commission
Roanoke, Virginia

We have audited, in accordance with auditing standards generally accepted in the United States of America, the
financial statements of the Roanoke Regional Airport Commission (the Airport), which comprise the statement of net
position as of June 30, 2014, and the related statements 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 we have issued our report thereon
dated October 8, 2014.

In connection with our audit, nothing came to our attention that caused us to believe that the Airport failed to comply
with the terms, covenants, provisions, or conditions of Article VI of the Master Indenture of Trust dated March 1, 2005
with U.S. Bank insofar as they relate to accounting matters. However, our audit was not directed primarily toward
obtaining knowledge of such noncompliance. Accordingly, had we performed additional procedures, other matters may
have come to our attention regarding the Airport's noncompliance with the above referenced terms, covenants,
provisions, or conditions of the Indenture, insofar as they relate to accounting matters.

This report is intended solely for the information and use of the Members of the Roanoke Regional Airport Commission

and management of the Airport and U.S. Bank and is not intended to be and should not be used by anyone other than
these specified parties.

Blue L o LLC

Lexington, Kentucky
October 8, 2014
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