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INDEPENDENT AUDITOR'S REPORT

To the Members of the Board of Directors
Williams Gateway Airport Authority

We have audited the accompanying financial statements of the business-type activities of
Williams Gateway Airport Authority (WGAA) as of and for the years ended June 30, 2008 and
2007, as listed in the table of contents. These financial statements are the responsibility of
William Gateway Airport Authority’s management. Our responsibility is to express an opinion
on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial reports contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our 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 Williams Gateway Airport
Authority, as of June 30, 2008 and 2007, and the respective changes in financial position and
cash flows, where applicable, thercof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

The management's discussion and analysis on pages 3-8 is not a required part of the financial
statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required

supplementary information, However, we did not audit the information and express no opinion
on it.
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Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise WGAA’s basic financial statements. The other supplementary information
is presented for purposes of additional analysis and is not a required part of the basic financial
statements. The other supplementary information has been subjected to the anditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued a report dated October
20, 2008 on our consideration of William Gateway Airport Authority’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an andit performed in accordance with Government
Auditing Standards and shounld be considered in assessing the resulis of our audit.

Cstrionn, Gl Commparn, PC.

Cronstrom, Osuch & Company, P.C.

October 20, 2008



WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

The management of Williams Gateway Airport Authority (WGAA) offers readers this overview and
analysis of WGAA's financial statements and activities for the fiscal years ended June 30, 2008 and June
30, 2007. In the following discussion, references to “WGAA” relate to Williams Gateway Airport Authority
and references to “the Airport” relate to Phoenix-Mesa Gateway Airport, which WGAA manages and
operates.

Financial Highlights

= WGAA's assets exceeded liabilities at the end of the fiscal year by $127,271,994 (net assets).
Total net assets included $119,030,879 in capital assets, net of related debt. An additional
$65,075 of the total net assets were restricted for specific uses, and $8,176,040 were
unrestricted net assets. During the year, total net assets increased by $4,113,354.

» During the year, member government loans to WGAA increased by $8,003,720 to $60,288,696
and accrued interest relating to that debt increased by $1,881,496 to $12,313,050 . (The first of
these notes comes due in the year 2020.)

= Total liabilities (primarily member loans) increased by $ 9,884,726 (14.4%) to $78,462,920.

= Sales in WGAA's fueling operation were down 37% in dollars to $7,758,454 but up 53% in
volume, due to Allegiant Airlines starting passenger service. Gross margin (gross revenues less
cost of goods sold) was up $1,243,128 (32%). Much of this change was due to a shift in the way
WGAA sells fuel to the federal government. Previously, it was purchased by WGAA and sold.
Fuel is now purchased directly from the supplier by the government and WGAA is paid an
increased fee to upload the fuel. As a result, both revenues and cost of sales relating to this
activity are down, but gross margin is up.

»  WGAA'’s operations produced a loss of $9,584,957 for the fiscal year. Much of this loss is
attributable to non-cash depreciation expense on assets that were contributed by the federal
government or acquired with the aid of grants. Beyond that, WGAA relies on its member
governments to supplement the revenues it earns from providing airport services.

Overview of the Financial Statements:

This discussion and analysis serves to introduce WGAA's financial statements. WGAA's basic financial
statements have two components, 1) fund financial statements, and 2) notes to the financial statements.
Since WGAA has only one fund, separate government-wide financial statements are not presented.

Fund financial statements.

A fund is a grouping of related accounts used to maintain control over resources that have been
segregated for specific activities or objectives. Like other state and local governments, WGAA uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. Unlike most
other governments, which have multiple funds, all of WGAA's activities are business-type activities and
are accounted for in a single proprietary fund.

Proprietary funds. WGAA maintains its accounting records in a single enterprise fund. An enterprise
fund is a type of proprietary fund used to report business-type activities.

The proprietary fund financial statements can be found on pages 10 -13 of this report.

The statement of net assets presents information on WGAA's assets and liabilities, with the difference
between the two being shown as net assets. Over time, increases or decreases in net assets may serve
as a useful indicator of whether the financial position of WGAA is improving or deteriorating.

The statement of revenues, expenses and changes in fund net assets presents information on how
WGAA's net assets changed during the fiscal year. All changes in net assets are reported as soon as the
underlying events giving rise to the changes occur, regardless of the timing of the related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will result in cash flows
in future fiscal periods.



WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

Notes to Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the fund financial statements. The notes to the financial statements can be found on pages 15 - 27 of this
report.

Financial Analysis
Net assets may serve as a useful indicator of a government’s financial position. At the end of the fiscal
year, WGAA'’s assets exceeded liabilities by $127,271,994.

Airports are capital-intensive enterprises. 93.5% of WGAA'’s net assets are invested in capital assets (net
of any outstanding debt used to acquire those assets). WGAA uses these assets to provide aviation
access and services to the flying public and the surrounding community, consequently these assets are
not available for future spending. Although WGAA's investment in its capital assets is reported net of
related debt, the resources needed to pay such debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

Williams Gateway Airport Authority’s Net Assets

2008 2007 2006

Current and other assets 11,045,532 $ 7,921,016 $ 10,008,869
Capital assets, net of accumulated depreciation 194,689,382 183,815,818 182,916,820

Total assets 205,734,914 191,736,834 192,925,689
Long-term liabilities 75,839,822 65,977,201 59,683,508
Other liabilities 2,623,098 2,600,993 3,325,883

Total liabilities 78,462,920 68,578,194 63,009,391
Net assets:
Invested in capital assets, net of related debt 119,030,879 117,811,717 122,987,750
Restricted 65,075 341,777 3,225,292
Unrestricted 8,176,040 5,005,146 3,703,256
Total net assets $ 127,271,994 $ 123,158,640 $ 129,916,298

$65,075 (0.1%) of WGAA'’s net assets represents resources that are subject to external restrictions on
how they may be used. Restricted assets generally represent deposits and grant funds received that
have not yet been spent for the intended purposes. Unrestricted net assets represent funds available for
WGAA's ongoing operations. The remaining net assets are invested in capital assets. Capital assets are
shown net of any unpaid debts used to purchase capital assets, including member governments’
investments in both the operations and infrastructure of the airport. Member loans and accrued interest
are payable beginning June 30, 2020.

At the end of the fiscal year and the previous year, all three categories of net assets had positive
balances.

Net assets increased by $4,113,354 (3.3%) from the previous fiscal year-end. This was primarily due to
an increase in capital contributions from the Federal Aviation Administration and Arizona Department Of
Transportation for capital projects. Member loans increased in fiscal year 2007-08 by $8,003,720, which
is higher than the amount received in fiscal year 2006-07. This included an extra $4,083,719
contributions from the City of Phoenix to fund capital projects.



WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

Net assets invested in capital assets, net of related debt increased by 1.0%. New investments in capital
assets (less asset dispositions) were $10,873,564 more than the year’'s depreciation expense on capital
assets. Most of the $276,702 decrease in restricted net assets was due to spending of borrowed funds
for construction of a hangar now leased to Arizona State University.

Business-type activities

All of WGAA's activities are classified as business-type activities. Significant changes in the financial
operations of WGAA included increases in capital grants and contributions, which were up $12,316,003
(335%). Capital grant revenue was up because of increased spending on capital projects. (Grant funds
are recognized as revenue when all eligibility requirements imposed by the provider have been met.)
Fuel sales and related cost of sales taken together (gross margin) were up $1,243,128, an increase of
32%. The change came about as indicated by the following elements of the revenues and expenses:

Williams Gateway Airport Authority’s Changes in Net Assets

2008 2007 2006

Revenues:
Charges for sales and services (gross) $ 8,818,571 13,047,806 14,618,487
Lease income 2,485,384 2,702,719 2,532,710
Capital grants and contributions 15,995,163 3,679,160 9,107,225
Operating grants and contributions - - 130,000
Other 304,581 435,020 271,960
Total revenues 27,603,699 19,864,705 26,660,382

Expenses
Cost of sales 2,668,884 8,463,708 10,503,245
Depreciation 7,099,278 6,690,074 6,897,986
Other operating expenses 11,120,750 9,652,931 8,629,987
Interest expense on loans from member governments 1,881,496 1,691,520 1,543,515
Other non-operating expenses 719,937 124,130 53,115
Total expenses 23,490,345 26,622,363 27,627,848
Increase (decrease) in net assets 4,113,354 (6,757,658) (967,466)
Net assets at prior year-end (as restated) 123,158,640 129,916,298 130,883,764

Net assets at year-end

Revenues:

$127,271,994

$123,158,640

$129,916,298

Capital grants and contributions increased by $12,316,003 (335%). Charges for sales and services
decreased by $4,229,235 , primarily due to a change in the way we sell fuel to the federal government,
our largest customer. Previously, WGAA purchased fuel and sold it to the government. Now, the
government purchases their fuel from a supplier and WGAA is paid for uploading the fuel into their
aircraft. This has reduced both sales and cost of sales, but has provided an increase in gross profit to the
airport. The volume of fuel sold was 53% more than the prior year, due mostly to Allegiant Airlines
starting passenger service. Lease income was down $217,335 (8%), primarily due to the end of several
Boeing leases.



WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

Revenues

Capital grants and
contributions
58%

Other

Lease income
1%

9%

Charges for sales
and services (gross)
32%

Expenses:

Cost of sales decreased by $5,794,824 (68%), reflecting the change in method of selling fuel (discussed
on page 5). Other operating expenses increased by $1,467,819 (15%). Most of the increase represents
increases in personnel costs, including salaries, health care insurance and required contributions to the
state retirement system, repair and maintenance, and advertising. Interest expense on loans from
member governments increased by $189,976, reflecting the accumulation of accrued interest and
additional interest relating to annual additions to these loans from the member governments. (Capital
grants and contributions indicated in the chart above are not included in the chart below because they
were spent on assets, not expenses.)

Expenses
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Depreciation
30%
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Other non-operating Other operating
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governments
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WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

Budget

WGAA staff prepares a budget annually. It is submitted to the Board of Directors for approval during the
spring of each year. Although the budget is not legally binding, it is an important management tool used
throughout the fiscal year. During the fiscal year, actual activity is compared to the budget on a monthly
basis to assess operating results. See page 31 for a presentation of the budget as supplementary
information.

Capital Assets and Debt Administration

Capital assets (net of depreciation)

At June 30, 2008 , WGAA's capital assets totaled $194,689,382 (net of accumulated depreciation). The
capital assets include land; runways, taxiways, and apron areas; buildings; improvements; machinery and
equipment. A large majority of these assets were contributed to the airport directly or were purchased
with the aid of federal and state grants. Total capital assets, net of depreciation increased by 5.9% during
the fiscal year.

Capital assets (net of depreciation)

2008 2007 2006
Land $ 84,703,586 $ 83,017,074 $ 83,017,074
Buildings and improvements 91,779,882 89,933,990 89,061,422
Machinery and equipment 2,763,351 2,439,924 2,671,596
Construction in progress 15,442,563 8,424,830 8,166,728
Total capital assets, net $ 194,689,382 $ 183,815,818 $ 182,916,820

Major capital asset events during the current fiscal year included the following:

» Construct Taxiway B between H and G: Spent in FY08: $7.5 million
Construct Sossaman Road parking: Spent in FY08: $2.1 million
Construct code upgrades for Hangar 31: Spent in FY08: $1.6 million
Construct cul-de-sac road in the north tract: Spent in FY08: $1.2 million
Pave airfield perimeter road: Spent in FY08: $1 million
Airfield drainage improvements: Spent in FY08: $.8 million
Nineteen acres were deeded from the Air Force at a value of $1.6 million

Long-term debt.

At the end of the current fiscal year, WGAA had total debt outstanding of $75,658,503. $72,601,746
(96%) of the total outstanding debt is principal and interest (at 3% annual rate) on loans made by member
governments to help cover operating expenses and airport improvements. The first of these loans are
nominally due June 30, 2020, more specifically at such time as the WGAA Board of Directors determines
that WGAA has sufficient funds for repayments. WGAA reduced its capital lease obligations by $163,003
(97%) by making regularly scheduled principal and interest payments.



WILLIAMS GATEWAY AIRPORT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Years Ended June 30, 2008 and 2007

Williams Gateway Airport Authority's Outstanding Debt

2008 2007 2006
Loans from Member Governments
(including accrued interest) $ 72,601,746 $ 62,716,530 $ 56,384,010
ADOT Loan
(including accrued interest) 3,051,229 3,119,040 3,025,947
Capital Leases 5,528 168,531 519,114

$ 75,658,503 $ 66,004,101 $ 59,929,071

Loans from member governments (principal) increased by $8,003,720 (15%) during the fiscal year,
compared to the $4,641,000 increase in loans during the previous year. $4,083,719 of the current year
increase is an extra amount received from the City of Phoenix. (The City of Phoenix agreed to make
available $5,000,000 for capital improvements as a condition of it becoming a member of WGAA.) The
accrued interest component of member government loans increased by $1,881,496 compared to
$1,691,520 in the previous year. Member loans carry an interest rate of 3% per year.

Additional information on WGAA's long-term debt can be found in note 3.D. on pages 23 - 24.

Economic Factors

WGAA depends on annual loans from its member governments to cover some of its operating costs. This
makes WGAA susceptible to downturns in the economy and other difficulties that could affect member
governments’ abilities to provide this annual funding. However, member government support of this kind
has been consistent over the last several years.

With WGAA's largest fueling customer being the federal government, a significant portion of fueling
revenue depends on continuation of military training and other activities that bring government aircraft to
the airport.

WGAA also depends on capital grants, mostly from the Federal Aviation Administration (FAA) and the
Arizona Department of Transportation (ADOT), to continue its current level of capital improvement and
renewal programs.

Other Potentially Significant Matters

In August 2008, Allegiant Airlines agreed to loan WGAA $3,000,000 to expand the passenger terminal to
accommodate more passengers due to increased operations. This loan will be repaid along with
$1,000,000 in interest out of future Passenger Facility Charge (PFC) revenues. The FAA approved
WGAA's application to impose PFC’s beginning November 1, 2008.

Requests for Information

This financial report is designed to provide a general overview of WGAA's finances for all those who are
interested. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Director of Finance, Williams Gateway Airport Authority,
5835 S. Sossaman Road, Mesa, AZ 85212.
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WILLIAMS GATEWAY AIRPORT AUTHORITY
STATEMENT OF NET ASSETS

PROPRIETARY FUND
June 30, 2008 and 2007

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Due from other governments
Prepaid costs
Inventories
Total current assets

Noncurrent assets:
Restricted assets
Capital assets:
Nondepreciable
Depreciable
Total noncurrent assets

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued liabilities
Vacation benefits payable
Capital lease obligations payable
Retirement sick leave payable
ADOT loan
Accrued interest payable to ADOT
Unearned revenue
Total current liabilities

Current liabilities payable from restricted assets:
Tenant deposits

Noncurrent liabilities:
Loans payable to member governments
Accrued interest payable to member governments
ADOT loan
Accrued interest payable to ADOT
Capital leases
Retirement sick leave payable
Total noncurrent liabilities

Total liabilities

Net assets
Invested in capital assets, net of related debt
Restricted net assets
Unrestricted net assets

Total net assets

Business-type Activities -
Enterprise Fund

2008 2007
7,286,698  $ 5,946,477
482,040 572,694
2,668,078 439,298
44,123 102,229
173,894 315,222
10,654,833 7,375,920
390,699 545,096
100,146,149 91,441,904
94,543,233 92,373,914
195,080,081 184,360,914
205,734,914 191,736,834
1,581,768 1,468,374
140,606 105,834
419,392 396,782
1,845 163,003
13,869 13,594
19,874 -
51,229 67,811
68,891 182,276
2,297,474 2,397,674
325,624 203,319
60,288,696 52,284,976
12,313,050 10,431,554
2,980,126 3,000,000

- 51,229

3,683 5,528
254,267 203,914
75,839,822 65,977,201
78,462,920 68,578,194
119,030,879 117,811,717
65,075 341,777
8,176,040 5,005,147

127,271,994 $ 123,158,640

The accompanying notes to the basic financial statements are an integral part of this statement.



WILLIAMS GATEWAY AIRPORT AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUND

FISCAL YEARS ENDED JUNE 30, 2008 AND 2007

Operating revenues
Fueling operations
Lease income
Maintenance services
Airport usage fees
Total operating revenues

Operating expenses
Personnel costs
Professional services
Cost of goods sold - fueling operations
Costs of maintenance services sold
Repair and maintenance
Utilities
Insurance
Other expense
Depreciation
Total operating expenses

Operating loss

Nonoperating revenues (expenses)
Operating grants from other governments
Investment income
Other income
Recovery of prior loss - AZ State - Local Govt Investment Pool
Gain/(loss) on disposition of assets
Interest expense - notes payable to member governments
Interest expense - other
Total nonoperating revenues (expenses)

Loss before contributions and transfers
Capital contributions

Change in net assets

Net assets, beginning of year (as restated)

Net assets, end of year

The accompanying notes to the basic financial statements are an integral part of this statement.
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Business-type Activities

Enterprise Fund

2008 2007
7,758,454  $ 12,313,072
2,485,384 2,702,719

734,803 467,940
325,314 266,794
11,303,955 15,750,525
6,585,977 5,900,980
1,358,903 1,231,214
2,629,549 8,427,295
39,335 36,413
909,145 723,747
386,511 342,013
270,790 273,149
1,609,424 1,181,828
7,099,278 6,690,074
20,888,912 24,806,713
(9,584,957) (9,056,188)
274,067 368,674
27,631 30,052
2,883 36,294
(605,078) -
(1,881,496) (1,691,520)
(114,859) (124,130)
(2,296,852) (1,380,630)
(11,881,809) (10,436,818)
15,995,163 3,679,160
4,113,354 (6,757,658)
123,158,640 129,916,298
127,271,994  $ 123,158,640




WILLIAMS GATEWAY AIRPORT AUTHORITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FISCAL YEARS ENDED JUNE 30, 2008 AND 2007

Cash flows from operating activities
Receipts from customers
Payments to employees
Payments to suppliers
Customer deposits
Net cash flows from operating activities

Cash flows from non-capital financing activities
Loans from member governments
Net cash flows from non-capital financing activities

Cash flows from capital and financing activities
Acquisition of capital assets (net)
Principal paid on capital leases
Interest paid on ADOT loan
Interest paid on capital leases
Capital grants received
Net cash flows from capital and financing activities

Cash flows from investing activities
Investment income
Investment gain
Other income/expense
Net cash flows from investing activities
Net change in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Business-type Activities -
Enterprise Funds

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE BALANCE SHEET

Cash and cash equivalents
Restricted assets
Total

2008 2007

$ 10,302,417 $ 16,595,966
(6,477,966) (5,832,770)
(7,296,368) (12,351,251)

122,305 65,883
(3,349,612) (1,522,172)

8,003,720 4,641,000

8,003,720 4,641,000
(16,537,583) (7,373,325)
(163,003) (350,583)
(215,389) (53,848)
(2,081) (12,870)

13,145,191 3,528,130
(3,772,865) (4,262,496)

274,067 368,674

2,883 36,294

27,631 30,052

304,581 435,020
1,185,824 (708,648)

6,491,573 7,200,221

$ 7,677,397 $ 6,491,573

$ 7,286,698 $ 5,946,477

390,699 545,096

$ 7,677,397 $ 6,491,573

(Continued)

The accompanying notes to the basic financial statements are an integral part of this statement.
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WILLIAMS GATEWAY AIRPORT AUTHORITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FISCAL YEARS ENDED JUNE 30, 2008 AND 2007

Business-type Activities -
Enterprise Funds

2008 2007
(Concluded)
Reconciliation of operating income (loss) to net cash provided by
operating activities
Operating loss $ ($9,584,957) $ (9,056,188)
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities:
Depreciation 7,099,278 6,690,074
Change in assets/liabilities:
Accounts receivable (888,153) 796,070
Prepaid costs 58,106 19,105
Inventories 141,328 94,325
Accounts payable and accrued liabilities (257,372) (248,416)
Unearned revenue (113,385) 49,371
Tenant deposits 122,305 65,883
Compensated absences payable 73,238 67,604
Net cash used by operating activities $ ($3,349,612) $ (1,522,172)

NON-CASH INVESTING, CAPITAL AND FINANCING ACTIVITIES

The Authority recognized $1,881,496 and $1,691,520 of interest payable on loans from member governments during
fiscal years 2008 and 2007, respectively. The Authority capitalized $34,800 of interest during the year.
Included in capital contributions is $1,600,000 of land deeded to WGAA by the Air Force.

The accompanying notes to the basic financial statements are an integral part of this statement.
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WILLIAMS GATEWAY AIRPORT AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
Fiscal Years Ended June 30, 2008 and 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of Williams Gateway Airport Authority (WGAA) have been prepared in
conformity with accounting principles generally accepted in the United States of America applicable to
governmental units adopted by the Governmental Accounting Standards Board (GASB).

A. Reporting entity

Williams Gateway Airport Authority was established on May 19, 1994 as a joint powers airport authority pursuant
to Arizona Revised Statutes Title 28, Chapter 25, Article 8. It operates 3,005 acres as Phoenix-Mesa Gateway
Airport (“the Airport”). WGAA is overseen by a five-person board of directors, which is comprised of a
representative from each of the member governments. The members of WGAA are the Gila River Indian
Community; Town of Gilbert, Arizona; City of Mesa, Arizona; City of Phoenix, Arizona; and Town of Queen
Creek, Arizona.

In addition to WGAA's board of directors, a variety of federal, state and local laws, agreements and regulations
govern the operations at the airport. The Federal Aviation Administration (FAA) has jurisdiction over aircraft
operations, including aircraft, personnel, facilities and many technical issues, including noise limits and
reasonableness of fees. Under federal law and the FAA'’s regulations and grant agreements, WGAA cannot
legally transfer revenues to its member governments except in exchange for fair value received.

WGAA is legally separate from other state and local governments. There are no component units combined with
WGAA for financial statement presentation purposes and WGAA is not included in any other governmental
reporting entity. These financial statements present the financial position and activities of WGAA only, for which
its governing board is financially accountable.

WGAA earns revenue from leases of land and airport facilities. Fees received for use of the airport include
landing fees, tie down fees, terminal usage fees, fuel flowage, and fixed base operator (FBO) fees. WGAA also
operates a fueling operation at the airport and contracts with various tenants and users of the facilities within the
airport area to provide maintenance services. Major expenses include salaries and fringe benefits, professional
services for fire protection, legal and development consulting, maintenance and utilities.

B. Government-wide and fund financial statements

Government-wide financial statements are not presented, since WGAA only engages in business-type activities.
WGAA has only one fund, an enterprise fund. Accordingly, the statement of net assets, the statement of
revenues, expenses and changes in net assets and the statement of cash flows report information for that single
enterprise fund only.

C. Measurement focus, basis of accounting, and financial statement presentation

The statement of net assets and statement of revenues, expenses and changes in fund net assets are reported
using the economic resources measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met. Such revenue is subject to review by the funding agency, which may result in
disallowance in subsequent periods.

All of WGAA's activities are accounted for in a single proprietary or business-type fund.
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Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 generally are
followed in the proprietary fund financial statements to the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Board. Governments have the option of
following subsequent private-sector guidance for the business-type activities, subject to this same limitation.
WGAA has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund's principal ongoing operations. Revenues and expenses not meeting this definition are reported
as nonoperating revenues and expenses.

D. Assets, liabilities, and net assets or equity
1. Deposits and investments

WGAA's cash and cash equivalents are comprised of cash on hand, demand deposits, cash and investments
held by the State Treasurer, and highly liquid investments with maturities of three months or less from the date of
acquisition.

Arizona Revised Statutes authorize WGAA to invest public monies in the State and County Treasurer's
investment pools; U.S. Treasury obligations; specified state and local government bonds; and interest-earning
investment contracts such as savings accounts, certificates of deposit, and repurchase agreements in eligible
depositories.

2. Receivables

All trade receivables are shown net of an allowance for uncollectible receivables. WGAA annually reviews the
balance in the reserve account during the budget process to determine if, based on past history, the account is
adequate to cover current trade receivables. If judged to be inadequate, an additional amount is budgeted and
recorded over the course of the year. Receivables from governments are assumed to be entirely collectible and
are not included in this analysis. Over the last two years, this allowance has ranged from 9% to 12% of accounts
receivable.

3. Inventories and prepaid items

Supply inventories are valued at cost using the first-in/first-out (FIFO) method. The cost of inventory is reported
as an expense at the time the individual items are consumed. Fuel inventories are valued at cost using the
moving average method.

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

4. Capital assets

Capital assets include property, plant, equipment, and infrastructure assets. Capital assets are defined by
WGAA as assets with an initial, individual cost of more than $10,000 and an estimated useful life in excess of
one year.

Property, plant, equipment and infrastructure assets purchased or acquired are carried at historical cost or
estimated historical cost. Contributed assets are recorded at fair market value as of the date received.
Additions, improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Interest incurred during construction of capital assets is included as part of the capitalized cost of
the assets constructed. Costs incurred for repairs and maintenance are expensed as incurred.
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Depreciation on all assets is provided on a straight-line basis over the following estimated useful lives:

Buildings and improvements 20 — 30 years
Improvements other than buildings 5 - 30 years
Machinery and equipment 3 - 10 years

Amortization of leased capital assets is provided using the straight-line method based on the estimated useful
lives of the leased assets. Such amortization is added to accumulated depreciation and depreciation expense
for reporting purposes.

When assets are retired or sold, the costs of those assets and the related accumulated depreciation are
eliminated from the accounts, and any resulting gain or loss is charged to income or expense.

5. Compensated absences

The liability for compensated absences reported in the statement of net assets consists of unpaid, accumulated
leave balances. The liability has been calculated using the vesting method, in which leave amounts are included
for employees who currently are eligible to receive termination payments.

6. Net assets

In the statement of net assets, net assets are reported in three categories: net assets invested in capital assets,
net of related debt; restricted net assets; and unrestricted net assets. Net assets invested in capital assets, net
of related debt is reported separately because it makes up a significant portion of total net assets. Restricted
net assets are the portion of net assets restricted by parties outside WGAA. Unrestricted net assets are the
remaining net assets not included in the previous two categories.

7. Income taxes

WGAA is exempt from federal and state income taxes as a political subdivision under Section 115 of the Internal
Revenue Code. Accordingly, no provision for income taxes has been recorded.

8. Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
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NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary information
WGAA uses a budget process that culminates in the adoption of a formal annual budget by the board of
directors. The budget is a planning and control device; it is not legally binding in the sense of appropriations
commonly required in municipal governments.
NOTE 3 - DETAILED NOTES
A. Assets

1. Deposits and investments

Deposits and investments at June 30, 2008 and 2007 consist of the following:

2008 2007

Cash on hand $ 1,780 $ 7,482
Deposits

Cash in bank 7,187 7,749
Investments

Overnight Sweep Account 27,147 289,425

State Treasurer's Investment Pool 7,641,283 6,186,917
Total deposits and investments 7,677,397 6,491,573
Less: restricted cash (390,699) (545,096)
Total cash and equivalents $ 7,286,698 $ 5,946,477

Deposits - WGAA's deposits at June 30, 2008, were covered by federal depository insurance or by collateral
held by WGAA's custodial bank in WGAA's name.

WGAA's bank accounts are covered up to $100,000 by federal depository insurance. In addition, WGAA's bank
has pledged collateral having a market value at June 30, 2008 of $2,088,257 to cover deposits in excess of the
federal depository insurance coverage. WGAA's bank balance was $225,044 .

Investments - WGAA'’s investments (detailed below) only include deposits with the Arizona State Treasurer’'s
Local Government Investment Pool and overnight sweep investments of its bank deposits. WGAA does not
have a formally adopted investment policy.

The State Board of Deposit provides oversight for the State Treasurer's pools, and the Local Government
Investment Pool Advisory Committee provides consultation and advice to the Treasurer. At June 30, 2008,
according to the Arizona State Treasurer’s Office, the fair market value of the underlying securities in its Local
Government Investment Pool (LGIP) was $1.00 per $1.00 of carrying value in the Pool. The LGIP shares are
not identified with specific investments held for WGAA in physical or book entry form. Investments in the State
Treasurer's Local Government Investment Pool are not insured or collateralized. The most recent rating for
these funds is AAAf.
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Custodial Credit Risk — Custodial Credit risk is the risk that, in the event of the failure of the counterparty, the
government will not be able to recover the value of its investments or collateral securities that are in the
possession of an outside party. WGAA is not subject to custodial credit risk since its investments are not
identified with specific investments held by others for WGAA in physical or book entry form. WGAA does not
have a formal policy regarding credit risk.

Concentration Risk — Concentration risk is the increased risk to the organization when a significant portion of

its resources are invested with a single issuer. WGAA does not have a formal policy for concentration of credit
risk. Concentration percentages are shown below. As of June 30, 2008, WGAA had the following investments:

Investment Type Rating Rating Agency Amount %

State Treasurer's Investment Pool 5 Aaaf Standard & Poor's $ 7,641,283 99.65%
Overnight sweep account Aaa Moody's 27,147 0.35%
Total investments $ 7,668,430 100.00%

Foreign Currency Risk — Foreign currency risk is the chance that changes in exchange rates will adversely
affect the fair market value of investments and deposits. WGAA has no investments or deposits denominated in
a foreign currency. WGAA does not have a formal policy for foreign currency risk.

Interest rate risk — Due to the short maturities of WGAA's investments, the risk of losses due to market interest

rate changes are minimal. WGAA does not have a formal policy regarding interest rate risk. The following table
shows the investment maturities by year and type of security:

Investment Maturities

Less than
Investment Type Amount 1 year
State Treasurer's Investment Pool 5 $ 7,641,283 $ 7,641,283
Overnight sweep account 27,147 27,147
$ 7,668,430 $ 7,668,430

2. Restricted assets

Certain assets of WGAA are classified as restricted net assets because their use is restricted by grant or
contractual agreements. Restricted assets include the following:

2008 2007
Customer deposits $ 325,624 $ 203,319
ADOT loan and related earned interest - 183,217
State appropriation and related interest 65,075 158,560
Total restricted assets $ 390,699 $ 545,096
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3. Receivables

Total accounts receivable has been reduced by an allowance for uncollectible accounts:

2008 2007
Trade receivables - governments $ 1,005,775 $ 26,967
Grants receivable 1,662,303 412,331
Total due from other governments $ 2,668,078 $ 439,298
Total accounts receivable $ 531,993 $ 651,372
Less allowance for uncollectible accounts (49,953) (78,678)
Accounts receivable, net $ 482,040 $ 572,694
4. Capital assets
Capital asset activity for the year ended June 30, 2008 was as follows:
Beginning Ending
Balance Balance
6/30/2007 Increases Decreases 6/30/2008
Capital assets not being depreciated
Land (as restated) $ 83,017,074 $ 1,686,512 $ - $ 84,703,586
Construction in progress 8,424,830 16,450,802 (9,433,069) 15,442,563
Total capital assets not being depreciated $ 91,441,904 $18,137,314 $  (9,433,069) $ 100,146,149
Capital assets being depreciated
Buildings and improvements $151,905,005 9,163,536 (1,003,943) 160,064,598
Machinery and equipment 5,896,590 710,139 - 6,606,729
Total capital assets being depreciated $157,801,595 $ 9,873,675 $ (1,003,943) $ 166,671,327
Less accumulated depreciation for:
Buildings and improvements $ 61,971,015 6,712,566 (398,865) 68,284,716
Machinery and equipment 3,456,666 386,712 - 3,843,378
Total accumulated depreciation $ 65,427,681 $ 7,099,278 $ (398,865) $ 72,128,094
Total capital assets being depreciated, net $ 92,373,914 $ 2,774,397 $ (605,078) $ 94,543,233
Business-type activities capital assets, nel_ $183,815,818 $20,911,711 $ (10,038,147) $ 194,689,382
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B. Purchase commitments

As of June 30, 2008, WGAA had entered into various contracts and commitments for purchases of goods and
consulting and construction/renovation services, both on its own account and under grant programs.

June 30, 2008 June 30, 2007

Open purchase commitments (net of cost of goods
and services received against these commitments) $ 3,500,000 $ 5,400,000

Portion of above funded by grants $ 1,600,000 $ 4,641,000
WGAA had 35 active design or construction projects at June 30, 2008. These projects are expected to cost a
total of $28.6 million, of which $18 million has been committed and $15 million has been spent, including closed

and open commitments. At fiscal year end, WGAA's commitments remaining open with contractors relating to
these projects were as follows:

Spent-to-date on

uncompleted Remaining

Project contracts Contract
Airfield Perimeter Road $940,931 $175,084
Airport Capital Proj & Financial Plan 427,086 131,514
Airport Master Plan 48,295 176,956
Construct Code Upgrades Hangar 31 1,354,646 115,371
Construct Perimeter Rd/ Rel Fence 54,933 290,937
Construct Taxiway B - Phase |l 2,811,470 698,076
Design W. Terminal Expansion 139,763 29,623
Drainage Improvements (Airfield) - Phase | 711,358 279,067
Drainage Improvements (North) - Phase |l 57,703 30,731
Drainage Improvements (South) - Phase | 114,909 41,839
Electric meter entrances 0 195,095
Parking Bldg 19 & 33 20,014 686,851
Revenue Controls Terminal Parking 107,763 161,644
Taxiway B Phase Il 52,129 3,159
Weather Canopy Fire Pumps 11,565 81,436
Other 4,397 44,855

Total 6,856,962 3,142,238

C. Obligations under leases
Operating leases

WGAA has leased land to a tenant who constructed a building on the property and in 2000 leased the building
to WGAA for 15 years. The total rent due from WGAA over the remaining life of the lease is $1,584,374 plus
agreed upon escalation factors. WGAA subleases the space in the building to other airport tenants. The long-
term lease agreement is classified as an operating lease. Future rents will include adjustments based on the
Consumer Price Index, which are not projected in the following schedules. Total rent expenses for operating
leases for the years ended June 30, 2008 and 2007 were $216,051 and $210,781 respectively.
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The future minimum operating lease payments as of June 30, 2008 and June 30, 2007 were payable as follows:

Year ending June 30, 2008 2007
2008 $ - $ 210,781
2009 231,860 210,782
2010 231,860 210,782
2011 231,860 210,782
2012 231,860 210,781
2013 231,860 210,781
2014-2015 425,074 386,433
Minimum operating lease payments $1,584,374 $1,651,122

Capital leases

WGAA has entered into lease agreements as lessee for financing the acquisition of various equipment items.
These lease agreements qualify as capital leases for accounting purposes. The leased assets have been
recorded at cost. The assets acquired through capital leases are as follows:

2008 2007
Asset type:
Machinery and equipment $2,618,120 $ 2,618,120
Less: Accumulated depreciation (495,333) (361,182)
Total $2,122,787 $ 2,256,938

Capital leases result in purchases of capital assets, which are funded by outside entities. Such assets are
pledged as collateral against the full payment of the lease obligations. As of June 30, 2008 and June 30, 2007,
the future minimum capital lease obligations and the net present value of these minimum lease payments were
payable as follows:

Year ending June 30, 2008 2007

2008 $ - $ 165,084
2009 2,126 2,126
2010 2,126 2,126
2011 1,773 1,773
Total minimum lease payments 6,025 171,109
Less: amounts representing interest (497) (2,578)
Present value of minimum lease payments $ 5,528 $ 168,531
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D. Long-term obligations

WGAA has long-term loans payable from its member governments to provide funds for its shortfall in operating
revenues and for capital improvements. During FY2006, the Arizona Department of Transportation (ADOT)
loaned WGAA $3 million at 4.77% interest with a 25 year term to finance construction of a hangar and teaching
facility on the airport for Arizona State University. The quarterly payments began in June 2007. Changes in
long-term obligations for the year ended June 30, 2008 are as follows:

Due Within
June 30, 2007 Increases Decreases  June 30, 2008 One Year
Loans payable

Principal on member loans $52,284976 $ 8,003,720 $ - $60,288,696 $ -
Accrued Interest on member loans 10,431,554 1,881,496 - 12,313,050 -
Member loans 62,716,530 9,885,216 - 72,601,746 -
Other Loans 3,000,000 - - 3,000,000 19,874
Accrued Interest on other loans 119,040 - (67,811) 51,229 51,229

Other Liabilities
Capital Leases 168,531 - (163,003) 5,528 1,845
Compensated absences 614,290 501,681 (428,443) 687,528 433,261

Business-type long-term liabilities $ 66,618,391 $ 10,386,897 $ (659,257) $ 76,346,031 $ 506,209

Debt service requirements on long-term loans payable at June 30, 2008, including future interest based on
current repayment schedules, are as follows:

Year Ending June 30 Principal Interest
2009 $ 19,874 % 195,514
2010 74,556 140,832
2011 78,177 137,211
2012 81,973 133,415
2013 85,954 129,434
2014-2018 496,581 580,358
2019-2023 44,883,419 36,351,715
2024-2028 16,832,573 15,709,572
2029-2032 735,589 72,115
Total $63,288,696 $ 53,450,166
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Loans from member governments:
Member governments have by agreement provided annual funding for operations and capital expenditures as
follows:

Year Ended Year Ended
June 30, 2008 June 30, 2007
City of Mesa 43.4% 43.6%
City of Phoenix 33.1% 33.3%
Gila River Indian Community 11.5% 11.5%
Town of Gilbert 8.9% 9.0%
Town of Queen Creek 3.1% 2.6%
100.0% 100.0%

As a condition of joining the Airport Authority, the City of Phoenix agreed to make available to WGAA $5,000,000
toward capital needs of the airport, in addition to its share of annual funding (shown). During FY08, WGAA
received $4,083,719 of the $5,000,000, which is not reflected in the above percentages.

Based on the Joint Powers Airport Authority Agreement entered into by the members of WGAA, all payments
made to WGAA by the members are considered loans to be repaid to the members. The intent of the members
in providing funds to WGAA is to invest in the operation and development of the airport for the benefit of the
citizens of their communities.

The Federal Aviation Administration has established a “six year rule” limiting retroactive reimbursement of
contributions unless appropriate documented agreements are in place. In order to maintain WGAA's right to
eventually repay contributions made by its members, WGAA and its member governments have drawn up formal
promissory notes stating that previous and future payments are to be repaid on specified dates or at such later
time as WGAA's board of directors deems appropriate, with 3% interest (compounded annually).

Loans payable to member governments increased by $8,003,719 in principal and $1,881,496 in accrued interest
in fiscal year 2008 and by $4,641,000 in principal and $1,691,520 in accrued interest in fiscal year 2007:

Amounts due each member government at year-end (including accrued interest) were:

2008 2007
City of Mesa $50,174,924 $ 47,063,033
City of Phoenix 7,485,949 2,041,000
Gila River Indian Community 6,868,408 6,231,464
Town of Gilbert 6,615,022 6,082,545
Town of Queen Creek 1,457,443 1,298,488
Loans Payable to member governments at June 30 $ 72,601,746 $62,716,530

In addition to the above investments by the member governments, representatives from the City of Mesa, Gila
River Indian Community, City of Phoenix, and Towns of Gilbert and Queen Creek provide time to WGAA to
consult with its management, attend meetings and provide other services.
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E. Operating lease revenue

WGAA leases out various facilities on the airport. Leases are primarily for office buildings and hangars, but also
include ground leases for tenant development. Occasionally WGAA's lease agreements provide for rents based
on the tenants’ operating revenues or other criteria. Lease income included $208,000 and $118,000 of such
contingent rents in the fiscal years ending June 30, 2008 and 2007, respectively.

The following schedule shows contracted future revenue from noncancelable lease agreements in place at June
30, 2008 and June 30, 2007:

Fiscal Years Ending June 30: 2008 2007
2008 $ - $ 1,683,656
2009 1,953,066 775,324
2010 1,450,584 650,614
2011 1,466,031 544,740
2012 1,426,889 588,898
2013 1,447,445 605,395
2014 and thereafter 51,289,889 11,706,594
Totals $59,033,904 $16,555,221

With few exceptions, WGAA's leases include escalation clauses, which will result in increases in future rents.
The escalation clauses typically provide for annual rent increases of 5 percent or the change in the Consumer
Price Index. Such increases are not included in the above figures. Several long-term land leases were signed
during the year, accounting for the increase from 2007.

NOTE 4 - OTHER INFORMATION
A. Risk management

In addition to safety efforts, WGAA's risk management activities include purchase of commercial insurance for all
significant risks. Risks retained by WGAA include normal deductibles and the small risk of losses in excess of
insurance coverage. The amounts of settlements have not exceeded insurance coverage for the past three
years. There have been no significant reductions in insurance coverage. The financial statements do not
include any liability for claims at June 30, 2008 and 2007.

Losses arising from claims and judgments are expensed when (1) it is probable that an asset has been impaired
or a liability has been incurred at the date of the financial statements, and (2) the amount of the loss can be
reasonably estimated.

B. Contingencies
1. Air Force prime lease and deed

In April 1998, the United States Air Force conveyed to WGAA a quitclaim deed for 2,931 acres of real property
for the purpose of developing a public airport. Since then, portions of the leased property have been deeded to
the airport as environmental clearances have been completed, including nineteen acres in March, 2008. Thirty-
one acres remain under the 25-year lease, which WGAA entered in January 1996. Together, the deed and long-
term lease encompass approximately 3,005 acres of land, which includes the three runways, and 120 buildings
or facilities (such as navigational aids). The real property conveyed in the deed was recorded at estimated fair
market value at the date of the transfer.
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Included in Property and Equipment are donated assets (referred to in this note as “the Property”) received from
the U.S. Air Force (Federal government) totaling $117,811,778 (net of accumulated depreciation) that are
subject to certain restrictions contained in an indenture between the United States of America and WGAA. Under
the terms of the deed, this property cannot be sold or transferred and the Property must be operated as a public
airport. Noncompliance with the terms of the indenture could, at the option of the Federal government, result in
the Property reverting back to the United States of America.

2. Arizona Department of Transportation

Property and Equipment includes $42,354,080 (net of accumulated depreciation) in improvements to real
property that were paid for (in part) with funds from ADOT. Such improvements or any real property necessarily
connected or used in conjunction therewith cannot be relocated, sold, transferred, exchanged, mortgaged or
encumbered in any way without the prior written permission of ADOT.

3. Economic dependence

WGAA is dependent upon its members to fund its current shortfall in operating activities. Continuation of
construction and improvement activities is dependent upon continued support from the federal government and
other governmental entities.

C. Related party transactions

WGAA has earned revenues, incurred expenses and made other payments involving some of its member
governments. Following is a summary of these transactions:

WGAA Sales Taxes
WGAA WGAA Capital Collected/
Revenues Expenses Projects Remitted
Fiscal Year ended June 30, 2008
City of Mesa $ 8,687 $ 757,278 $ 4,017 $ 99,191

Town of Gilbert - 225 - -

