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Deloitte & Touche LLP

1100 Carillon

227 West Trade Street

Charlotte, North Carolina 28202-1675

Tel: (704) 372-3560
www.us.deloitte.com

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and Members of
City Council
Charlotte, North Carolina

We have audited the accompanying balance sheets of the City of Charlotte Airport (the “Airport”), an
enterprise fund of the City of Charlotte, North Carolina, as of June 30, 2001 and 2000, and the related
statements of revenues, expenses and changes in retained earnings and cash flows for the years then
ended. These financial statements are the responsibility of the Airport’s management. 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. 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 audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Airport as of June 30, 2001 and 2000, and the results of its operations and its cash
flows for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The Additional Information listed in the Table of Contents is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audits of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, when considered in relation to the basic financial statements taken as
a whole.

Delede ~Touwdwe LLP

September 28, 2001

Deloitte -
Touche
Tohmatsu
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FINANCIAL STATEMENTS



CITY OF CHARLOTTE AIRPORT
COMPARATIVE BALANCE SHEETS
JUNE 30, 2001 AND 2000

(In Thousands)

ASSETS

Current assets:
Cash and cash equivalents
Receivables (no allowance necessary).
Accounts
Other

Total receivables
Due from other governmental agencies

Total current assets

Restricted assets:
Cash and cash equivalents
Investments

Total restricted assets

Noncurrent accounts receivable
Deferred charges
Fixed assets:
Land and easements
Buildings
Runways
Other improvements
Machinery and equipment
Construction in progress

Total fixed assets
Less accumulated depreciation
Total fixed assets, net

Total assets

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

A

2001

$ 179,426

6,162

4,987

11,1489

437

191,012

95,569

62,006

157,575

11,012
8,073

133,102
385,543
132,245
24,097
8,916

85,696

769,598

235,927
533,672

$ 901,344

2000

$ 159,626

5,660

3,361

9,021

351

168,998

110,682
72,701
183,383

6,840
6,411

129,970
364,276
132,281
21,387
8,366
21,578

677,858
216,081
461,777

$ 827,409



LIABILITIES AND FUND EQUITY 2001

LIABILITIES
Current liabilities:
Accounts payable $ 23,379
Deposits and retainage payable 2,877
Accrued interest payable 12,168
Current maturities of long-term debt 11,740
Total current liabilities 50,164

Long-term liabilities {(Note 2):
General obligation bonds payable - net of
deferred amounts on refunding of $125 for
2001 and $161 for 2000 9,680
Revenue bonds payable - net of deferred
amounts on refunding of 34,162 for 2001

and $4,424 for 2000 441,450
Compensated absences payable 810
Arbitrage payable 1,964

Total long-term liabilities 453,804
Total liabilities 504,068
FUND EQUITY
Contributed capital and retained earnings,
June 30, 1873 15,936
Subsequent to June 30, 1973 (Note 3):
Contributed capital 197,919

Retained earnings:
Reserved by bond order for operations

and debt service 48,361
Unreserved 135,060
Total retained earnings 183,421
Total fund equity 397,276
Total liabilities and fund equity $901,344

352

2000

$ 13,357
697
11,975
8,475

35,504

13,294

428,913
788
636

443,631

479,135

15,936

197,919

45,176
89,243

134,419

348,274

$ 827,409



CITY OF CHARLOTTE AIRPORT

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND
CHANGES IN RETAINED EARNINGS

FOR THE YEARS ENDED JUNE 30, 2001 AND 2000

{In Thousands)

. SOl e RO
OPERATING REVENUES (Note 10):
Terminal area $ 25,888 $ 23,932
Airfield 17,140 11,334
Concessions 19,494 18,345
Parking 18,413 17,689
Maintenance facility 9,437 7,744
Other 2,081 2,962
Total operating revenues 92 451 82,006
OPERATING EXPENSES {Note 5):
Terminal area 18,698 17,286
Services facility 8,277 8,541
Public aircraft facilities 1,031 1,002
Fixed base operator area 184 24
Cargo area 4,186 2,519
Depreciation 18,952 19,639
Total operating expenses 52,338 49,011
Operating income 40,113 32,995
NONOPERATING REVENUES (EXPENSES):
Investment income 21,312 14,555
Interest expense and fiscal charges (25,214) (21,099)
Non-airline terminal revenue distribution (Note 4) (8,907) (7,781)
Other, net {9886) (838)
Total nonoperating revenues (expenses) (13,795) {15,163)
Income before contributions 26,318 17,832
CAPITAL CONTRIBUTIONS (Note 3) 22,684 -
Net income 49,002 17,832
RETAINED EARNINGS, beginning of year 134,419 116,587
RETAINED EARNINGS, end of year $ 183,421 $134,419

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



CITY OF CHARLOTTE AIRPORT

COMPARATIVE STATEMENTS OF CASH FLOWS
INCREASE IN CASH AND CASH EQUIVALENTS
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
(In Thousands)

2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers $ 85,371 $ 77.870
Cash payments to suppliers for goods and services (19,844) (17,8865)
Cash payments to employees for services (8,455) (7,749)
Cash payments to other City funds for services (4,065) (3,778)
Cash payments to airlines for non-airline
terminal revenue distribution (7,515) (6,560)
Other (2,722) (3,134)
Net cash provided by operating activities 42,770 38,784
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:
Proceeds from revenue bonds 34,700 191,060
Acquisition and construction of capital assets (79,286) {30,700)
Principal paid on bonds (23,810} (7,495)
Principal paid on financing agreements - (190)
Interest paid on bonds and financing agreements (26,661) (17,751)
Capital contributions 22,859 14,593
Net cash (used) provided by capital and related
financing activities (72,198) 148,517
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investment securities (492,549) (418,013)
Proceeds from sale and maturities of investment securities 503,244 365,761
Investment income 23,420 13,601
Net cash provided (used) by investing activities 34,115 (38,651)
Net increase in cash and cash equivalents 4 687 149,650
CASH AND CASH EQUIVALENTS, beginning of year 270,308 120,658
CASH AND CASH EQUIVALENTS, end of year $ 274,995 $§ 270,308

continued on next page



CITY OF CHARLOTTE AIRPORT

COMPARATIVE STATEMENTS OF CASH FLOWS

INCREASE IN CASH AND CASH EQUIVALENTS - (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000

{In Thousands)

2001 2000
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Operating income $ 40,113 5 32,995
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation 19,952 19,639
Non-airline terminal revenue distribution (7,515) (6,560)
Other (2,722} (3,134)
Change in assets and liabilities:
(Increase) in receivables (7.080) (4,136)
Decrease in due from other governmental agencies 16 73
(Decrease) increase in accounts payable (77) 33
Increase (decrease) in deposits and retainage payable 61 (1586)
Increase in compensated absences payable 22 30
Total adjustments 2,657 5,789
Net cash provided by operating activities $ 42,770 $ 38,784

The notes to the financial statements are an integral part of this statement.
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CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts in Thousands)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

a.

Basis of Presentation

The City of Charlotte Airport (Airport) is an enterprise fund of the City of Charlotte (City) that accounts for the
operations of the Charlotte/Douglas International Airport. All assets and liabilities associated with its activities
are included on the balance sheet. The Airport uses the accrual basis of accounting, and accordingly,
revenues are recognized when earned and expenses are recognized when incurred. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The Airport has elected to apply all applicable GASB
pronouncements as well as Financial Accounting Standards Board (FASB) pronouncements, Accounting
Principles Board (APB) Opinions and Accounting Research Bulletins, issued on or before November 30,
1989, unless those proncuncements conflict with or contradict GASB pronouncements.

Cash and Cash Equivalents/Investments

The City maintains a Cash Management Pool (Pool) which is used by the Airport and other funds of the City.
The Pool facilitates disbursement and investment and maximizes investment income. Since the Airport may
deposit additional amounts at any time and may withdraw funds at any time without prior notice or penalty, the
Pool is used essentially as a demand deposit account. Therefore, for the Balance Sheets and Statements of
Cash Flows, pooled cash is considered cash and cash equivalents. The restricted cash and cash
equivalents/investments are held by trustees as required by revenue bond covenants. All restricted money
market funds are considered cash and cash equivalents. The remaining amount of restricted assets is
considered investments.

Deposits

All deposits of the City are made in board-designated official depositories and are secured as required by
State statutes. The City may designate as an official depository any bank or savings and loan association
whose principal office is located in North Carolina. Also, the City may establish time deposit accounts such
as money market accounts and certificates of deposit.

All of the City's deposits are either insured or collateralized by using the Dedicated Method or the Pooling
Method. Under the Dedicated Method, all deposits that exceed the federal depository insurance coverage
level are collateralized with securities held by the City's agent in the City's name. Under the Pooling Methed,
a collateral pool, all uninsured deposits are collateralized with securities held by the State Treasurer's agent
in the name of the State Treasurer. Since the State Treasurer is acting in a fiduciary capacity for the City,
these deposits are considered to be held by the City's agent in the City's name. The amount of the pledged
collateral is based on an approved averaging method for non-interest bearing deposits and the actual current
balance for interest bearing deposits. Depositories using the Pooling Method report to the State Treasurer
the adequacy of their pooled collateral covering uninsured deposits. The State Treasurer does not confirm
this information with the City or the escrow agent. Because of the inability to measure the exact amount of
collateral pledged for the City under the Pooling Method, the potential exists for under collateralization, and
this risk may increase in periods of high cash flows. However, the State Treasurer of North Carolina enforces
strict standards of financial stability for each depository that collateralizes public deposits under the Pooling
Method.



CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS - (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts In Thousands)

Investments

State statutes authorize the City to invest in obligations of the United States or obligations fully guaranteed
both as to principal and interest by the United States; obligations of the State of North Carolina; bonds and
notes of any North Carolina local government or public authority; obligations of certain non-guaranteed
federal agencies; certain high quality issues of commercial paper and bankers' acceptances; repurchase
agreements having third-party safekeeping; and the North Carolina Capital Management Trust (NCCMT), an
SEC registered mutual fund. The City is not authorized to enter into reverse repurchase agreements.

In accordance with State statutes, the City has invested in step-up securities. These investments were made
to hedge against a rise in interest rates. Step-up securities provide periodic interest rate increases in specific
increments on stated dates until maturity. The security may be called by the issuer at any interest payment
date. The issuer will be required to pay a call premium on the redemption based on the call date at which the
issuer elects to redeem the securities.

All investments, except mutual funds and the NCCMT, are insured or registered, or are securities held by the
City or its agent in the City's name (category 1). Mutual funds and the NCCMT are exempt from risk
categorization.

As required by GASB Statement No. 31, "Accounting and Financial Reporting for Certain Investments and for
External Investment Pools,” investments except for the NCCMT are reported at fair value as determined by
quoted market prices. The NCCMT is valued at fair value. The reported and fair value of restricted
investments at June 30, 2001 and 2000 are shown below:

2001 2000
U.S. Government Securities  $ 16,800 $ 16,796
Commercial Paper 45,206 55,905
Total $62,006 $72,701

c. Deferred Charges
Bond issuance costs are deferred and amortized over the life of the bonds using the straight-line method.
d. Fixed Assets

Property and equipment are stated at cost. Depreciation is computed using the straight-line method over the
following estimated useful lives:

Buildings 25 years
Runways 33 years
Other Improvements 25 years
Machinery and Equipment 3-30 years

Net interest cost on debt issued to finance the construction of assets was capitalized during the construction
period in the amounts of $1,939 and $1,017 for the years ended June 30, 2001 and 2000, respectively.

-10-



CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS - {Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts In Thousands)

e. Long-term Liabilities

The City enters into interest rate swap agreements to modify interest rates on outstanding debt. Other than
the net interest expenditures resulting from these agreements, no amounts are recorded in the financial
statements.

Bonds payable are reported net of the deferred amounts on refunding. The deferred amount on refunding is
the difference between the reacquisition price and the net carrying amount of the old debt. This amount is
amortized as a component of interest expense, using the straight-line basis, over the life of the old debt or
new debt, whichever is shorter.

f. Compensated Absences

Employees eamn vacation leave at the rate of 10 to 20 days per year and can accrue a maximum of 20 to 40
days, depending on length of service. Unused vacation days are payable upon termination, resignation,
retirement or death.

Employees accumulate sick leave at the rate of one day per month and can accrue an unlimited number of
days. Sick leave can be taken for personal iliness or iliness of a member of the immediate family. Sick leave
is lost upon termination or resignation. However, twenty percent of outstanding sick leave, with a maximum of
two months, is payable upon retirement or death.

g. Revenues

The primary sources of revenue at the Airport are fees and charges paid by the airlines and revenues paid by
concessionaires providing services to the general public. Signatory airline terminal and airfield rates and
charges are governed by twenty-five or thirty year lease agreements, and concession revenues are
established by leases of varying methodologies and terms. The airlines are assessed four categories of fees
and charges: rent, airport services, maintenance and operation fees, and landing fees. Airline fees and
charges are established at a level adequate to recover the related services and facilities costs. Concession
revenues are generated either through fixed annual charges or on the basis of a percentage of sales
generated by the tenants' operations.



CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS - (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts In Thousands)

2. LONG-TERM LIABILITIES:
The following is a summary of long-term liabilities at June 30, 2001 and 2000:

2001 2000
General obligation bonds payable:
1980 series, 6.0% to 6.8% due 2002-2005 § 5750 $ 6,750
1998 series, 4.0% to 4.3% due 2002-2005 7,705 9,670
Total general obligation bonds payable 13,455 16,420
Revenue bonds payable:
1988 series, 8.1% to 8.3% due 2004-2006 612 612
1993 series, 6.3% due 2002-2017 93,000 95,700
1997 series, 5.9% due 2002-2018 64,380 66,475
1998 series, 5.6% due 2028 86,000 86,000
1999 series A, 5.8%, due 2030 7,950 7,950
1999 series B, 4.6% to 6.0%, due 2005 -2029 80,280 80,280
1999 series C, 6.1% to 6.9%, due 2002-2005 12,310 14,025
1999 series D, variable rate (2.6% at 2001), due 2006 -2030 74,470 88,805
2000 series, 7.8% due 2028 34,700 -
Total revenue bonds payable 453,702 439,847
Arbitrage 1,964 636
Compensated absences 810 788
469,931 457,691
Less current maturities 11,740 9,475
Total long-term liabilities 458,191 448,216
Less deferred amounts on refunding 4,287 4 585
Total long-term liabilities net of deferred
amounts on refunding $453,004 $443,631

Amortization of debt due subsequent to June 30, 2001, excluding arbitrage and compensated absences, is as
follows:

Principal Interest Total
2002 $ 11,740 $ 26,507 $ 38,247
2003 12,310 25,791 38,101
2004 13,018 25,627 38,545
2005 12,902 24 771 37,673
2006 8,732 24,097 32,829
2007-2030 408,465 333,826 742,280

$467,157 $460,518 $927,675

While the full faith and credit of the City of Charlotte are pledged for the payment of the General Obligation Bonds,
the proceeds necessary to retire the General Obligation Bonds will be provided from Airport resources pursuant to
agreements relating to the 1985 Revenue Bond Order.

In December 1985 and May 1987, the City issued $108,780 and $75,880, respectively, of Airport Revenue Bonds
for the purpose of financing or reimbursing the cost of improvements and expansion of the Airport and to redeem
bond anticipation notes. The 1985 bonds were advance refunded in June 1993 and replaced with 1993 Airport
Refunding Revenue Bonds. The 1987 bonds were refunded in June 1997 and replaced with 1997 Airport
Refunding Revenue Bonds. The City entered into interest rate swap agreements for $107,900 of its variable rate
1893 Airport Refunding Revenue Bonds and for $70,295 of its variable rate 1997 Airport Refunding Revenue
Bonds. Based on the swap agreements, the City owes interest calculated at a fixed rate of 6.3 percent on the

12-



CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS - (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts In Thousands)

1993 bonds and 5.9 percent on the 1997 bonds to the counterparty to the swap. In return, the counterparty owes
the City interest based on a variable rate that matches the rate required by the bonds. Only the net difference in
interest payments is actually exchanged with the counterparty. The bond principal is not exchanged; it is only the
basis on which the interest payments are calculated.

The City continues to pay interest to the bondholders at the variable rate provided by the bonds. However, during
the term of the swap agreements, the City effectively pays a fixed rate on the debt. The debt service requirements
to maturity for these bonds are based on that fixed rate. The City will be exposed to variable rates if the
counterparty to the swap defaults or if the swap is terminated. Termination of the swap agreements may also
result in the City's making or receiving a termination payment.

In June, 1887 and December, 1988 the City issued $67,000 and $19,762, respectively, of Airport Special Facility
Revenue Bonds to finance the construction of an aircraft hangar, a ground services equipment building and other
facilities to be leased to US Airways Group, Inc. The 1987 and 1988 bonds were refunded in March 1998 and
replaced with $66,300 of 1998 Airport Refunding Revenue Bonds. The March 1998 issue also included an
additional $19,700 of Airport Special Facility Revenue Bonds for improvements of other airport facilities to be
leased to US Airways Group, Inc. These bonds are payable solely from rental received by the City pursuantto a
Special Facility Lease agreement with US Airways Group, Inc.

In December 1999, the City issued $191,060 of Airport Revenue Bonds for the purpose of financing or
reimbursing the cost of improvements and expansion of the airport. Of the $191,060 revenue bonds, $102,255
have fixed interest rates and $88,805 have variable interest rates.

In September 2000, the City issued $34,700 of Airport Special Facility Revenue Bonds. The interest rate for these
bonds is 7.8 percent with final maturity in 2028. The proceeds will be used to finance the design, acquisition,
construction and equipping of certain Airport related facilities to be leased to US Airways Group, Inc.

The Revenue Bonds do not constitute a legal or equitable pledge, charge, lien or encumbrance upon any of the
City's property or upon any of its income, receipts or revenues, except as provided in the Lease or Revenue Bond
Order. Neither the credit nor the taxing power of the City is pledged for the payment of the principal or interest on
the Revenue Bonds, and no owner has the right to compel the exercise of the taxing power of the City or the
forfeiture of any of its property in connection with any default under the Lease or Revenue Bond Order.

The Revenue Bond Order provided for the establishment of a special fund designated the Revenue Fund into
which the City is required to deposit most Airport revenues upon receipt. Moneys on deposit in this fund will be
applied at such times and in accordance with the pricrities established by the Revenue Bond Order. Moneys in
the Revenue Fund are required to be transferred to the following funds, established pursuant to the Revenue Bond
Order, in the following order of priority: the Operating Fund, the Revenue Bond Fund, the 1980 General Obligation
Bond Fund and the Renewal and Improvement Fund.

The principal and interest on the Revenue Bonds are payable from net revenues of the Airport. Pursuant to the
Revenue Bond Order, the City has covenanted to fix, charge and collect rates, fees, rentals and charges for the
use of the Airport and to revise such rates, fees, rentals and charges as often as necessary to produce revenues
at least equal to the amounts required to be transferred to the funds indicated above plus an amount sufficient to
have on deposit in the Revenue Fund, as of the first business day of the next fiscal year, an amount equal to the
Coverage factor for the preceding fiscal year. The Coverage factor is equal to 25 percent of the amounts required
to be deposited to the Revenue Bond Fund for the principal and interest payments for the fiscal year. In addition,
the Revenue Bond Order provided for the establishment of the following reserves:

(1) Inthe Revenue Bond Fund an amount equal to the maximum principal and interest requirements for the

Revenue Bonds for any current or succeeding fiscal year, $30,512 in 2001 and $28,670 in 2000.
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CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS — (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
{Dollar Amounts In Thousands)

(2) In the 1980 General Obligation Bond Fund a reserve in the amount of $1,857.
(3) In the Operating Fund an amount equal to one-third of the annual budget for current expenses, $8,832 in
2001 and $8,666 in 2000.

During 2001, the City called $14,335 of airport revenue bonds.

3. CONTRIBUTED CAPITAL AND RETAINED EARNINGS:
All grants or contributions in aid of construction received subsequent to June 30, 1973 were reported as
contributed capital, and cumulative net income earned subsequent to June 30, 1973 was reported as retained
earnings prior to the implementation of GASB Statement No. 33, *Accounting and Financial Reporting for
Nonexchange Transactions.” The determination of the contributed capital and retained earnings components of
fund equity prior to July 1, 1973 was not considered practicable. As required by GASB Statement No. 33, the City
has begun recognizing capital contributions from external sources as revenue in the current year rather than as
contributed capital. The changes in contributed capital are summarized below:

2001 2000
Contributed capital, beginning of year $197,919 § 183,326

Grant income - 14,593

Contributed capital, end of year $197,919 $197,919

Retained earnings subsequent to June 30, 1973 are reserved pursuant to agreements relating to the sale of
revenue bonds and for agreements with the airlines which provide for the establishment of reserves for working
capital and debt service. The amounts reserved at June 30, 2001 and 2000 are $48,361 and $45,176,
respectively.

4. LEASE AGREEMENTS:
Airport facilities are leased primarily to the signatory airlines under agreements having terms of twenty-five or thirty
years. Fees and charges under these agreements are computed in a manner designed to recover the cost of
operating the Airport. Provisions in these agreements give the airlines the right to approve future expansion of the
Airport Facilities and any issuance of new debt affecting the fees and charges to the airlines. Other provisions
insure that sufficient fees and charges will be collected to meet Airport debt service requirements. In addition, the
agreements provide for a distribution to the airlines of a portion of the non-airline terminal revenues.

The City has entered into a Special Facility lease agreement with US Airways Group, Inc. for land and a Special
Facility. The Special Facility includes an aircraft hangar, a ground services equipment building and other facilities.
The lease terminates thirty years from the date of beneficial occupancy, which was March 1987. Fees and
charges under this agreement are computed in a manner designed to recover all principal, interest and expenses
related to bonds issued for the construction of the Special Facility, all services rendered and expenses incurred for
operation and maintenance of the leased premises and a ground rental fee.

-14-



CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS — (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
(Dollar Amounts In Thousands)

The following is a schedule of minimum future rental income on noncancelable operating leases subsequent to
June 30, 2001:

O e e e (oL a $ 59,977
2003 et ean 60,187
B e e o et o e e e i 59,670
PODB e smisuiseavssssser v ST R N SRR AT SR 59,496
B s cosin v s s R T S S R 59,747
Bl 3= 5o o e e R e e e e 613,698

Total minimum future rental income........................ $912,775

Contingent rentals that may be received under certain leases based on the tenant's revenues, fuel flow or usage
are not included above. Rental income, consisting of all rental and concession revenues except parking, was
$71,957 and $61,355 for the years ended June 30, 2001 and 2000, respectively. Of these amounts,
approximately $11,981 and $15,192 were contingent rentals for 2001 and 2000, respectively.

5. TRANSACTIONS WITH THE CITY OF CHARLOTTE:
Expenses include certain costs charged the Airport by other funds of the City. These charges are as follows:

2001 2000
Administrative and other City services $ 2,596 §$ 1,960
Crash, fire and rescue services 1,469 1,818

$ 4,065 $ 3,778

6. PENSION PLAN: :
The Airport, as an enterprise fund of the City, contributes to the North Carolina Local Governmental
Employees’ Retirement System (LGERS), a cost-sharing multiple-employer defined benefit pension plan
administered by the State of North Carolina. LGERS provides retirement and disability benefits to plan members
and beneficiaries. Article 3 of G.S. Chapter 128 assigns the authority to establish and amend benefit provisions to
the North Carolina General Assembly. The Local Governmental Employees’ Retirement System is included in the
Comprehensive Annual Financial Report (CAFR) for the State of North Carolina. The State's CAFR includes
financial statements and required supplementary information for LGERS. That report may be obtained by writing
to the Office of the State Controller, 1410 Mail Service, Raleigh, North Carolina 27699-1410.

Plan members are required to contribute 6.0 percent of their annual covered salary. The Airport is required to
contribute at an actuarially determined rate. For the Airport, the current rate is 4.8 percent of annual covered
payroll. The contribution requirements of members and of the Airport are established and may be amended by the
North Carolina General Assembly. The Airport's contributions to LGERS for the years ended June 30, 2001, 2000
and 1999 were $394, $398 and $379, respectively. The contributions made by the Airport equaled the required
contributions for each year,

7.INSURANCE:
a. Employee Health and Life

The City provides health and life benefits to employees and retirees. Private carriers administer these
benefits pursuant to administrative services agreements. The City maintains excess coverage with private
carriers for health claims in excess of $200 per year per person and life claims in excess of $75.

The Airport participates in the City's employee health and life insurance program which is accounted for in the
Employee Health and Life Insurance Fund (EHLIF), an internal service fund, of the City. The Airport makes
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CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS - (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
(Dollar Amounts In Thousands)

8.

10.

payments to the EHLIF for a "conventional premium” amount per employee and a proportionate share of the
administrative cost. The "conventional premium,” is based on actuarial estimates of amounts needed to pay
prior and current year claims. The employees and retirees contribute a portion of the cost for health
coverage. The City provides life insurance for employees in the amount of two times the employees’ salary
up to a maximum of $100. The Airport made payments to the EHLIF for the years ended June 30, 2001 and
2000 in the amounts of $610 and $629, respectively.

b. Risk Management

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; and natural disasters. The Airport participates in the risk
management program of the City. The City has a Risk Management Fund (RMF), an internal service fund, to
account for and finance the insured and uninsured risks of loss. Currently, insurance coverage is purchased
for property damage for buildings and contents, excess workers' compensation and Airport liability. Insurance
coverage includes vehicle and general liability claims in excess of $2,000 but less than $22,000 per
occurrence and workers' compensation claims in excess of $300.

The Airport makes payments to the RMF based on historical cost information or actuarial estimates of the
amounts needed to pay prior and current year claims and establish a reserve for catastrophic losses. The
Airport made payments to the RMF for the years ended June 30, 2001 and 2000 in the amounts of $564 and
$553, respectively.

POST-EMPLOYMENT HEALTH CARE BENEFITS:

In addition to the pension benefits described in Note 6, the City Council has authorized the City to provide health
benefits to retirees. For individuals who retired prior to January 1, 1991 or who retire with 20 or more years of
service, the City funds the same percent of the benefit for the retiree and dependents as it does for active
employees. For retirees with 15 to 20 years of service, the City funds the same percent of the benefit for the
retiree only as it does for active employees. For retirees with less than 15 years of service, the City does not fund
any portion of the cost. As described in Note 7.a., the Airport makes payments to the EHLIF. This amount
includes a proportionate share for post-employment health care benefits.

.COMMITMENTS AND CONTINGENCIES:

Noise litigation suits have been filed against the City in connection with the operation of the Airport. In the opinion
of the City's attorney and management, the ultimate outcome of the suits is not expected to have a significant
impact upon the financial position or results of operations of the Airport.

The Airport has construction and other contractual commitments of approximately $46 million at June 30, 2001.
MAJOR CUSTOMER:

The Airport derived 41 percent and 38 percent, or $38,237 and $31,008, of operating revenues from one
customer, US Airways Group Inc., for the years ended June 30, 2001 and 2000, respectively.
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CITY OF CHARLOTTE AIRPORT

NOTES TO THE FINANCIAL STATEMENTS — (Continued)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2000
(Dollar Amounts In Thousands)

11. DEBT SERVICE COVERAGE:
The 1985 Revenue Bond Order provided that Revenues pledged under the Bond Order be sufficient to meet
Revenue Bond Debt Service, current expenses, and other required deposits to funds and accounts established by
the Bond Order. Net Revenues for calculation of coverage as defined by the 1985 Bond Order are determined as
follows:

Revenues 2001 2000
Operating revenues $ 76,895 $68,017
Nonoperating revenues 3,679 1,214
Bond cushion 5,660 4,484
Total revenues 86,234 73,715

Application of revenues (28,755) (26,705)
Net revenues available for

revenue bond debt service (1) $57.479 $47,010
Requirement for Revenue Bond

Fund (2) $ 23,456 $17,527
Debt Service Coverage (1)/(2) 25 2.7

12. SUBSEQUENT EVENT:
The City early extinguished $7,100 of Airport Revenue Bond debt in September 2001.
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF NET INCOME - INCLUDED AND EXCLUDED CENTERS
FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Included Excluded
Centers Centers Total
OPERATING REVENUES:
Terminal area 520,213 $ 5673 % 25,886
Airfield 16,752 388 17,140
Concessions 19,494 - 19,494
Parking 18,413 - 18,413
Maintenance facility - 9,437 9,437
Other 2,023 58 2,081
Total operating revenues 76,895 15,556 92,451
OPERATING EXPENSES:
Terminal area 17,288 1,410 18,698
Services facility 8,277 - 8,277
Public aircraft facilities 1,031 - 1,031
Fixed base operator area - 194 184
Cargo area - 4,186 4,186
Depreciation - 19,952 19,952
Total operating expenses 26,556 25,742 52,338
Operating income (loss) 50,299 (10,186) 40,113
NONOPERATING REVENUES (EXPENSES):
Investment income 3,679 17,633 21,312
Interest expense and fiscal charges {19,528} (5,686) (25,214)
Non-airline terminal revenue distribution (8,907) - (8,907)
Other, net (1,082) 95 {986)
Total noneperating revenues (expenses) (25,838) 12,043 (13,795)
Income before contributions 24,461 1,857 26,318
CAPITAL CONTRIBUTIONS - 22,684 22,684
Net income $ 24 461 $24 541 $ 49,002

Note: The Schedule of Net Income identifies current year activity in included centers and excluded centers. Included centers are cost
centers for the Terminal complex and Public Aircraft Facilities. Excluded centers are cost centers for those areas and parts of the
Airport other than included centers, primarily cargo and fixed base operators. The 1985 Revenue Bond Order established included
and excluded centers. Included center revenues are used for debt service expenditures except for debt service expenditures for
the Special Facilities Revenue Bonds which are retired from debt service rentals as described in Note 2 to the Financial
Statements,
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1985 REVENUE BOND ORDER

FUNDS HELD BY CITY

FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

General Obligation

Bond Fund
1980 Operating
1980 and 1998 Reserve Revenue Operating Fund
Accounts Account Fund Fund Reserve
Beginning balance 3 - $ 2,503 $ 21,459 $ - $ 8,666
Deposits:
Operating revenue - - 76,534 - -
Investment income - 170 1,537 - -
Interfund transfers 3,785 - - 28,151 166
Transfers from capital project - - - - -
Transfers from trustee - - 1,690 - -
Total deposits 3,785 170 79,761 28,151 166
Withdrawals:
Operating expense - - - 28,151 -
Interfund transfers - - 50,889 - -
Transfers to capital project - - - - -
Interest 820 - - - -
Principal 2,965 - - - -
Transfers to trustee - - 23,358 - -
Distribution to airlines of 40 percent share
of excess non-airline terminal revenue 5 E . . &
Total withdrawals 3,785 - 74,247 28,151 -
Ending balance 3 - $ 2673 $ 26,973 3 - $ 8,832
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Renewal and

Improvement Discretionary
Fund Fund Total

5 1,500 3 29,075 $ 63,203
- - 76,534
= 2,274 3.981
- 18,787 50,889
- 3,874 3,874
- - 1,690
- 24,935 136,968
- - 28,151
- - 50,689
- 31,971 31,971
- . 820
- - 2,965
s 2 23,358
- 7.515 7,515
- 39,486 145,669

$ 1,500 5 14,524 $ 54,502

-23-



CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1993 REFUNDING BONDS

FUNDS HELD BY TRUSTEE

FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Beginning balance

Deposits:
Transfers from City
Investment income

Taotal deposits

Withdrawals:
Interest
Principal
Transfers to City
Liquidity and remarketing fees

Total withdrawals

Ending Balance

Refunding Bond Fund

Interest Principal Reserve
Account Account Account Total
$ 1,970 $§ 2795 $ 11,837 $ 16,402
5,897 3,133 - 9,030
78 55 724 857
5875 3,188 724 9,887
6,305 - - 6,305
- 2,700 - 2,700
78 85 740 903
- 333 - 333
6,383 3,118 740 10,241
$ 1,562 § 2,865 $ 11,621 $ 16,048
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CITY OF CHARLOTTE AIRFORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1997 REFUNDING BONDS

FUNDS HELD BY TRUSTEE

FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Beginning balance

Deposits:
Transfers from City
Investment income

Total deposits

Withdrawals:
Interest
Principal
Transfers to City
Liguidity and remarketing fees

Total withdrawals

Ending Balance

Refunding Bond Fund

Interest Principal Reserve
Account Account Account Total
3 1426 $ 2,168 $ 6,495 $10,089
3,799 2,499 - 6,298
52 43 429 524
3,851 2,542 429 6,822
4,087 - - 4,087
- 2,095 - 2,095
52 66 417 535
- 269 - 269
4139 2,430 417 6,986
$ 1,138 $ 2,280 $ 6,507 $ 9,925
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1987 SPECIAL FACILITY REVENUE BOND ORDER

FOR THE 1998 REFUNDING BONDS

FUNDS HELD BY TRUSTEE

FOR THE YEAR ENDED JUNE 30, 2001

(In Thousands)

Interest
Account
Beginning balance $ 2408
Deposits:
Payments from US Airways Group, Inc. 2,406
Investment income 5
Total deposits 2411
Withdrawals:
Interest 4816
Ending Balance 5 3

-26-



CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS

ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1999A AIRPORT

REVENUE BONDS

FUNDS HELD BY TRUSTEE
FOR THE YEAR ENDED JUNE 30, 2001

(In Thousands)

Beginning balance

Deposits:
Transfers from City
Investment income

Total deposits

Wihthdrawals:
Construction expense
Interest
Transfers to City

Total withdrawals

Ending Balance

Revenue Bond Fund

Interest Reserve Construction
Account Account Account Total
$ 309 3 815 ) 5274 $ 6,398
457 - - 457
7 41 187 235
464 41 187 692
- - 3,853 3,953
533 - - 533
5 20 - 25
538 20 3,853 4,511
$ 235 S 836 § 1508 § 2579
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1999B AIRPORT

REVENUE BONDS

FUNDS HELD BY TRUSTEE
FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Beginning balance

Deposits:
Transfers from City
Investment income

Total deposits

Withdrawals:
Construction expense
Interest
Transfers to City

Total withdrawals

Ending Balance

Revenue Bond Fund

Interest Reserve Construction
Account Account Account Total
5 8,446 $ 6,439 5 56,382 $ 71,267
597 - - 597
333 306 3,017 3,656
930 306 3,017 4,253
- - 25,378 25,378
5,406 - - 5,406
59 159 - 218
5,465 159 25,378 31,002
$ 3911 $ 6,586 $ 34,021 $44,518
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS

ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1999C AIRPORT

REVENUE BONDS

FUNDS HELD BY TRUSTEE
FOR THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Beginning balance

Deposits:
Transfers from City
Investment income

Total deposits

Withdrawals:
Construction expense
Principal
Interest
Transfers to City

Total withdrawals

Ending Balance

Revenue Bond Fund

Interest Principal Reserve Construction
Account Account Account Account Total
3 624 $ 1,715 $ 1,403 $ 1.121 $ 4,863
818 3,060 - - 3,878
11 44 140 64 259
829 3,104 140 64 4137
- - - 98 99
- 1,715 - - 1,715
1,024 - - - 1,024
9 = = - 9
1,033 1,715 - a9 2,847
$ 420 § 3,104 31,543 $ 1,086 $ 6,153

-29-




CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS

ESTABLISHED BY THE 1985 REVENUE BOND ORDER FOR THE 1999D AIRPORT

REVENUE BONDS
FUNDS HELD BY TRUSTEE

FOR THE YEAR ENDED JUNE 30, 2001

(In Thousands)

Beginning balance

Deposits:
Transfers from City
Reimbursement from City
Investment income
Intrafund transfers

Total deposits

Withdrawals:
Construction expense
Principal
Interest
Reimbursement to City
Intrafund transfers
Liguidity and remarketing fees

Total withdrawals

Ending Balance

Revenue Bond Fund

Interest Principal Reserve Construction
Account Account Account Account Total
$ 5 $ = $ 8,281 S 61,919 $ 70,200
2,982 116 = - 3,098
- 14,335 - - 14,335
- - 393 3,420 3,813
- 17 - - 17
2,982 14,468 393 3,420 21,263
- - - 10,712 10,712
- 14,335 - - 14,335
2,982 - - - 2,982
- = 207 317 524
- - - 17 17
- 133 - - 133
2,982 14,468 207 11,046 28,703
$ 5 $ - $ 8,467 $ 54,293 $ 62,760
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CITY OF CHARLOTTE AIRPORT

SCHEDULE OF CASH DEPOSITS AND WITHDRAWALS FROM FUNDS AND ACCOUNTS
ESTABLISHED BY THE 1987 SPECIAL FACILITY REVENUE BOND ORDER

FOR THE 2000 SPECIAL FACILITY REVENUE BONDS

FUNDS HELD BY TRUSTEE

FROM INCEPTION THROUGH THE YEAR ENDED JUNE 30, 2001

{In Thousands)

Revenue Bond Fund Construction Fund
Capitalized Special
Interest Interest Improvements Facility
Account Account Account Account Total
Deposits:
Bond proceeds 3 164 $ 1136 5 20,556 $ 12844 $ 34,700
intrafund transfers 632 - - - 632
Payments from US Airways Group, Inc. 444 - - - 444
Investment income 4 36 368 334 742
Total deposits 1,244 1172 20,924 13,178 36,518
Withdrawals:
Construction expense - - 7,865 11,649 19,514
Interest 1,240 - - - 1,240
Intrafund transfers - 632 - - 632
Issuance costs - - 1,847 - 1,847
Total withdrawals 1,240 632 9,712 11,649 23,233
Ending balance $ 4 5 540 3 11,212 $ 1,529 $ 13,285
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CITY OF CHARLOTTE AIRPORT
CERTIFICATION OF DIRECTOR OF FINANCE
FOR THE YEAR ENDED JUNE 30, 2001

1. As of June 30, 2001 none of the covenants or agreements contained in the 1985 Revenue Bond Order or the 1987
Special Facility Revenue Bond Order were violated.

2. During the period July 1, 2000 to June 30, 2001 no default, as defined in the 1985 Revenue Bond Order or the 1987
Special Facility Revenue Bond Order, occurred.

Greg C. Gaskins
Director of Finance
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