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Crowe Horwath@ Crowe Horwath LLP

Independent Member Crowe Horwath International

REPORT OF INDEPENDENT AUDITORS ON THE FINANCIAL STATEMENTS

Board of Trustees

Northern Indiana Commuter
Transportation District
Chesterton, Indiana

Report on Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Northern
Indiana Commuter Transportation District (the District) as of and for the years ended December 31, 2012
and 2011, and the related notes to the financial statements, which collectively comprise the District's
financial statements as listed in the table of contents. '

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and in accordance with the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

(Continued)



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities of the District as of December 31, 2012 and 2011 and the
changes in financial position and, cash. flows thereof for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 10 be presented to supplement the financial statements.
Such information, although not a part of the financial statements, is required by Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management'’s responses
to our inquiries, the financial statements, and other knowledge we obtained during our audit of the
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated April 19, 2013
on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District's internal control over
financial reporting and compliance.

E iovre Krwad (L P
Crowe Horwath LLP

South Bend, Indiana
April 19, 2013




NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

The following discussion and analysis of the Northern Indiana Commuter Transportation District's (the
District’s) financial performance provides an overview of the District’s financial activities for the fiscal
years ended December 31, 2012 and 2011.

Overview of the Financial Statements

This annual financial report consists of four parts: Management’s Discussion and Analysis, Financial
Statements, Schedules, Supplementary and the Reports on Compliance. The Financial Statements also
include notes that explain in more detail some of the information in the financial statements. The
statements are followed by a section of Supplementary Schedules that further explain and support the
information in the Financial Statements. Figure A-1 shows how the required parts of the annual financial
report are arranged and relate to one another. The Financial Statements of the District report information
about the District using accounting methods similar to those used by private sector companies, except for
the reporting of capital contributions and net position. These statements offer short and long-term
financial information about its activities.

Figure A-1
Required Components of Northern Indiana Commuter Transportation
District’s Annual Financial Report

Management’s Supplementary

Discussion Financial Schedules

and Analysis Statements

Statements of Statements Statements Notes to the

Net Position of Revenues, of Cash Flows Financial
Expenses, and Statements

Changes in
Net Position

Summary » Detail

>

The Statements of Net Position include all of the District's assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) and the obligations to District
creditors (liabilities). It also provides the basis for evaluating the capital structure of the District and
assessing the liquidity and financial flexibility of the District.

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

All of the current year's revenues and expenses are accounted for in the Statements of Revenues,
Expenses, and Change in Net Position, successor to the Income Statement. This statement measures
the results of the District's operations over the past year and can be used to determine whether the
District has recovered its costs through its fare rates and other charges.

The final required financial statement is the Statement of Cash Flows. The primary purpose of this
statement is to provide information about the District’s cash receipts, cash payments, and net changes in
cash resulting from operations, investing, and financing activities and provides information on the sources
and uses of cash and the changes in cash balances during the year.

Financial Highlights

e Total assets decreased by $5,915 or 1.63%, from $362,765 in 2011 to $356,850 in 2012, primarily
due to an increase in accumulated depreciation on assets capitalized in 2012. Total assets
increased by $966 or 0.27%, from $361,799 in 2010 to $362,765 in 2011, primarily due to an
increase in state operating assistance.

e Operating revenues increased by $1,370 or 7.52% in 2012, from $18,230 to $19,600. Operating
revenues increased by $511 or 2.88% in 2011, from $17,719 to $18,230.

e Operating expenses increased by $3,357 or 5.82% in 2012, from $57,716 to $61,073 primarily due to
an increase in depreciation expense. Operating expenses increased by $91 or 0.16% in 2011, from
$57,625 to $57,716, primarily due to an increase in depreciation expense.

e Loss before capital contributions decreased by $3,792 or 20.62% in 2012, from $18,393 to $14,601
due to an increase in state operating assistance. Loss before capital contributions decreased by
$3,418 or 15.67% in 2011, from $21,811 to $18,393 due to an increase in state operating
assistance.

Statements of Net Position

Total net position decreased by $1,430 in 2012 and increased by $8,068 in 2011, (see Figure A-2). The
largest portion of net position is net investment in capital assets, which decreased $6,669 in 2012 and
increased by $7,697 in 2011 through capital improvements, which were funded by contributions from
federal and state governmental agencies.

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2012 and 2011
(In thousands of dollars)

Current assets
Noncurrent assets
Restricted assets
Capital assets
Total assets

Current liabilities
Long-term liabilities

Total liabilities

Net investment in capital assets
Restricted for debt service
Restricted for capital projects
Unrestricted

Total net position

Current assets
Noncurrent assets
Restricted assets
Capital assets
Total assets

Current liabilities
Long-term liabilities

Total liabilities

Net investment in capital assets
Restricted for debt service
Restricted for capital projects
Unrestricted

Total net position

Figure A-2a
Condensed Statements of Net Position
Percent
2012 2011 Difference Change
$ 38,955 $ 35,030 $ 3,925 11.21%
642 503 139 27.73
34,168 33,980 188 0.55
283,085 293,252 (10,167) (3.47)
356,850 362,765 (5,915) (1.63)
13,363 13,740 (377) (2.74)
41,643 45,751 (4,108) (8.98)
55,006 59,491 (4,485) (7.54)
239,260 245,929 (6,669) (2.71)
15,712 14,576 1,136 7.79
6,233 6,230 3 0.05
40,639 36,539 4,100 11.22
$ 301844 $ 303274 $ (1,430) (0.47)%
Figure A-2b
Condensed Statements of Net Position
Percent
2011 2010 Difference Change
$ 35,030 $ 37,133 $ (2,103) (5.66)%
503 550 (47) (8.55)
33,980 35,259 (1,279) (3.63)
293,252 288,857 4,395 1.52
362,765 361,799 966 0.27
13,740 17,354 (3,614) (20.83)
45,751 49,239 (3,488) (7.08)
59,491 66,593 (7,102) (10.66)
245,929 238,232 7,697 3.23
14,576 12,321 2,255 18.30
6,230 6,227 3 0.05
36,539 38,426 (1,887) (4.91)
_ 303274 § 295206 § 8,068 2.73%

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

Statements of Revenues, Expenses and Changes in Net Position

Operating revenues increased by $1,370 in 2012 (see Figure A-3a). Operating revenues increased by
$511 in 2011 (see Figure A-3b).

012 2011 2010
Operating revenue $ 19600 $ 18230 $ 17,719
Commuter ridership 2,202 2,241 2,176
Off-peak ridership 1,466 1,466 1,638
Total ridership 3,668 3,707 3,714

Operating expenses increased by $3,357 in 2012. The key components of operating expenses are:
transportation, maintenance, and depreciation. Depreciation expense increased by $1,565 in 2012.
Railroad operating expenses increased 5.82% over 2011. Total non-operating revenues/expenses
increased by $5,779, or 27.40% in 2012 due to an increase in Commuter Rail Service Fund Sales Tax
collections.

Figure A-3a
Condensed Statements of Revenues, Expenses and Changes in Net Position
Percent
2012 2011 Difference Change
Operating revenue $ 19600 $ 18230 $ 1,370 7.52%
Operating expenses (61,073) (57,716) 3,357 5.82
Operating loss (41,473) (39,486) 1,987 5.03
Non-operating revenues/expenses 26.872 21,093 5,779 27.40
Loss before contributions (14,601) (18,393) 3,792 20.62
Contributions 13,171 26,461 (13.290)  (50.22)
Increase in net position (1,430) 8,068 (9,498) (117.72)
Net position, beginning of year 303,274 295,206 8,068 2.73
Net position, end of year $ 301844 § 303274 $ (1.430) (0.47)%

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

Operating expenses increased by $91 in 2011. The key components of operating expenses are:
transportation, maintenance and depreciation. Depreciation expense increased by $167 in 2011.
Railroad operating expenses increased by 0.16% over 2010. Total non-operating revenues/expenses
increased by $2,998 or 16.57% in 2011 due to an increase in Indefinite Situs tax collections.

Figure A-3b
Condensed Statements of Revenues, Expenses and Changes in Net Position
Percent
2011 2010 Difference Change
Operating revenue $ 18230 $ 17,719 § 511 2.88%
Operating expenses (57,716) (57.625) 91 0.16
Operating loss (39,486) (39,906) (420) (1.05)
Non-operating revenues/expenses 21,093 18,095 2,998 16.57
Loss before contributions (18,393) (21,811) 3,418 15.67
Contributions 26,461 32,523 (6,062) (18.64)
Increase/(decrease) in net position 8,068 10,712 (2,644) (24.68)
Net position, beginning of year 295,206 284,494 10,712 3.77
Net position, end of year $ 303274 295,2 $ 8.068 2.73%

Statements of Cash Flows

Cash flow from operating activities in 2012 increased by $2,155 (see Figure A-4a) due to a decrease in
payments made for trade accounts payable. Cash receipts for capital and related financing activities
decreased by $1,109 due to a decrease in capital grants received. Cash from investing activities
decreased by $810 due to purchases of certificates of deposit. Cash flow from operating activities in
2011 decreased by $7,949 (see Figure A-4b) due to an increase in payments made for trade accounts
payable. Cash receipts for capital and related financing activities increased by $6,450 due to a reduction
in funds spent on capital assets. Cash from investing activities decreased by $18,011 due to purchases
of certificates of deposit.

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

December 31, 2012 and 2011
(In thousands of dollars)

Figure A-4a

Condensed Statements of Cash Flows

Percent
2012 2011 Difference Change
Net cash flows used in
operating activities $ (21,493) $ (23,648 $ 2,155 9.11%
Net cash flows provided by
noncapital financing activities 28,432 22,734 5,698 25.06
Net cash flows used in
capital and related financing
activities (1,695) (586) (1,109) (189.25)
Net cash flows provided by
investing activities (781) 29 (810) (2,793.10)
Net increase (decrease) in cash
and cash equivalents 4,463 (1,471) 5,934 403.40
Cash and equivalents,
beginning of year 40,869 42,340 (1.471) (3.47)
Cash and equivalents,
end of year $ 45332 § 40869 $ 4,463 10.92%
Figure A-4b
Condensed Statements of Cash Flows
Percent
2011 2010 Difference Change
Net cash flows used in
operating activities $ (23648) $ (15699) $ (7,949) (50.63)%
Net cash flows provided by
noncapital financing activities 22,734 21,346 1,388 6.50
Net cash flows used in
capital and related financing
activities (586) (7,036) 6,450 91.67
Net cash flows provided by
investing activities 29 18,041 (18,012) (99.84)
Net increase (decrease) in cash
and cash equivalents (1,471) 16,652 (18,123) (108.83)
Cash and equivalents,
beginning of year 42,340 25,688 16,652 64.82
Cash and equivalents,
end of year $ 40869 §$§ 42340 9 (1.471) (3.47)%
(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

Capital Assets

The District uses a five-year Capital Improvements Program (CIP) that is updated annually. Development
of the CIP is based on the District's current facilities plan and recommendations from the annual
inspection of tracks, catenary, traffic signals, and bridge facilities. The District’s current plan covers the
years from 2013 through 2017. The District expects to invest $105,519 in capital improvements during
2013 - 2017 in a major upgrade of the right of way. For more detailed information related to capital
assets, see Note 3 to the financial statements.

Debt Administration

At December 31, 2012 and 2011, the District had $25,270 and $27,118 principal outstanding for the
Series 2007 bonds and $18,555 and $20,205 principal outstanding for the Series 2004 Bonds.

Figure A-5a
Debt Service Coverage
Percent
2012 2011 Difference Change
Situs tax restricted for debt service $ 15712 $ 14576 § 1,136 7.79%
Aggregate net debt service
principal - bonds $ 43825 $ 47323 $ (3,498) (7.39)%
Figure A-5b
Debt Service Coverage
Percent
2011 2010 Difference Change
Situs tax restricted for debt service $ 14576 $ 12321 $ 2,255 18.30%
Aggregate net debt service
principal - bonds $ 47323 $ 50625 $ (3,302) (6.52)%

For more detailed information related to long-term debt, see Note 5 to the financial statements.
Economic Factors and Next Year’s Business Plans and Fares

Ridership is expected to remain flat in 2013. A 5% fare increase was implemented on February 15, 2012.
As such, operating revenue increased by 7.51% in 2012. Operation and maintenance expenses in 2013
are estimated to remain at 2012 expense levels, with continued cost saving measures already in place.
Management believes that the 2013 plan adequately addresses all revenue requirements, pending stable
economic conditions. If the economy worsens, management anticipates it can reduce expenses by an
adequate amount to offset reduced revenues.

(Continued)



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2012 and 2011
(In thousands of dollars)

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, customers, creditors, and Board members with a
general overview of the District’s finances and to show the District's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
Chief Financial Officer at Northern Indiana Commuter Transportation District, 33 East U.S. Highway 12,
Chesterton, Indiana 46304.

10.



NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
Years ended December 31, 2012 and 2011

(In thousands of dollars)

Operating revenue
Passenger fares (net of refunds)
Parking lot collections

Operating expenses
Transportation
Maintenance of way
Maintenance of equipment
Claims and insurance
General and administrative

Depreciation

Operating loss

Nonoperating revenues (expenses)
Maintenance grant
State operating assistance
Other local funds (Note 8)
Other revenue (Note 8)
Interest expense
Indefinite Situs tax

Loss before capital contributions
Capital contributions
Federal
State
Changes in net position
Net position at beginning of year

Net position at end of year

2012 011

$ 19556 $ 18,184
44 46

19.600 18.230
16,229 13,130
5,633 7,524
9,755 9,709
1,682 1,691
6.467 5,920
39,766 37,974
21,307 19,742
61,073 57,716
(41,473) (39,486)
4,586 4,293
12,331 8,286
4,748 3,958

455 604
(1,969) (2,130)
6,721 6,082
26,872 21,093
(14,601) (18,393)
11,367 22,266
1,804 4,195
13171 26,461
(1,430) 8,068
303.274 295.206

$ 301,844 $ 303,274

See accompanying notes to financial statements.
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT

STATEMENTS OF NET POSITION
December 31, 2012 and 2011
(In thousands of dollars)

ASSETS
Current assets
Cash and cash equivalents (Note 2)
Short-term investments (Note 2)
Receivables
Federal capital and planning assistance
State assistance
Metra portion of operating costs
Other
Total receivables
Materials and supplies inventory
Prepaid expenses
Total current assets

Restricted assets
Cash and cash equivalents (Note 2)
Short-term investments (Note 2)
Interest receivable
Total restricted assets

Capital assets
Capital assets not being depreciated
Capital assets being depreciated
Less accumulated depreciation
Capital assets being depreciated, net
Total capital assets, net (Note 3)

Loan fees, net of amortization

Total assets

2012 2011

$ 19847 $ 15508
2,212 1,441
563 2,319
10,057 8,963
616 931

568 993
11,804 13,206
4,082 3,834
1,010 1,041
38,955 35,030
25,485 25,361
8,683 8,618

- 1

34,168 33,980
12,036 67,639
500,923 434,697
(229,874) (209.084)
271,049 225,613
283,085 293,252
642 503

$ 356.850 § 362,765

(Continued)
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
STATEMENTS OF NET POSITION
December 31, 2012 and 2011
(In thousands of dollars)

2012 2011
LIABILITIES AND NET POSITION
Current liabilities (payable from current assets)
Accounts payable
Trade $ 1669 $ 3,358
Capital projects 2,445 2,224
Payroll taxes and withholdings 613 559
Unredeemed fares 264 208
Accrued injuries and damages 1,500 1,230
Other accrued expenses 2,843 2,713
Current portion - bonds payable (Note 5) 4,029 3,448
Total current liabilities (payable from current assets) 13,363 13,740
Long-term debt - bonds payable (Note 5) 40,255 44,425
Accrued post retirement health costs (Note 5) 1,388 1,326
Total long-term liabilities 41,643 45,751
Total liabilities 55,006 59,491
Net position (Note 6)
Net investment in capital assets 239,260 245,929
Restricted for debt service : 15,712 14,576
Restricted for capital projects 6,233 6,230
Unrestricted . 40,639 36,539
Total net position 301,844 303,274
Total liabilities and net position $ 356.850 $ 362,765

See accompanying notes to financial statements.
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT

STATEMENTS OF CASH FLOWS
. Years ended December 31, 2012 and 2011
(In thousands of dollars)

Cash flows from operating activities

Cash fares from customers
Cash payments for salaries and benefits
Cash payments for insurance
Cash paid for goods and services
Net cash flows used in operating activities

Cash flows from noncapital financing activities

State assistance grant contributions
Maintenance grant
Situs tax
Other local sources
Metra operating subsidy
State & local government contributions
Trackage rights subsidy
Net cash flows provided by noncapital financing

Cash flows from capital and related financing activities

Acquisition and construction of capital assets
Proceeds from disposition of assets
Capital grants received
Interest expenses
Bond repayment
Bond issuance costs
Net cash flows used in capital and related financing activities

Cash flows from investing activities

Purchases of investments
Sales of investments
Interest received on cash equivalents and investments
Net cash flows provided by (used in) investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2012 2011

$ 19,657 $ 18225
(26,131)  (24,733)
(1,339) (2,070)
(13,680) _ (15,070)
(21,493) _ (23,648)
11,238 7,462
4,586 4,293
6,721 6,082
825 436
4,014 3,426

- 121

1,048 914
28,432 22734
(10,924)  (24,004)

- 5

14,926 28,896
(2,010) (2,181)
(3,498) (3,302)
(189) -
(1,695) (586)
(2,212) (1,441)
1,376 1,288

55 182

(781) 29
4,463 (1,471)
40,869 42,340

$ 45332 §$ 40869

(Continued)
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
STATEMENTS OF CASH FLOWS
Years ended December 31, 2012 and 2011
(In thousands of dollars)

2012 2011
Reconciliation of operating loss to net cash
flows used in operating activities
Operating loss $ (41,473) $ (39,486)
Adjustments to reconcile operating loss to net cash flows
used in operating activities:
Depreciation expense 21,307 19,742
(Gain) loss on sale of fixed assets 5 (5)
Change in assets and liabilities
Inventories (248) (88)
Prepaid expenses 31 24
Accounts payable - trade (1,689) (3,602)
Unredeemed fares 56 (6)
Accrued retirement 62 59
Accrued injuries and damages 270 (280)
Accrued and withheld items 186 (6)
Net cash flows used in operating activities $ (21.493) $ (23.648)
Noncash capital and related financing activities
Capital assets included in accounts payable
End of year $ 2445 $ 2,224
Beginning of year 2,224 2,091
Noncash noncapital financing activities
Insurance premiums financed 964 965

See accompanying notes to financial statements.
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business: The Northern Indiana Commuter Transportation District (the District) was formed as
a municipal corporation in 1977, through ordinances by the Boards of the County Commissioners of Lake,
LaPorte, Porter and St. Joseph counties in Indiana (under the provisions of Indiana Code, Section 19-5-
2.6-3 which was recodified and is now Section 8-5-15-2), to enable these counties to solve the problems
of providing public commuter transportation across county lines. Specifically, the counties have
endeavored to improve passenger service over the Chicago South Shore and South Bend Railroad by
coordinating the raising of local, state, and federal funds and providing certain subsidies for operating
losses and capital improvements. On December 29, 1989, the District began direct operation of the
passenger service.

Basis of Accounting: The operations of the District are accounted for in one business segment, public
transportation, as an enterprise fund on an accrual basis in order to recognize the flow of economic
resources. Under this basis, revenues are recognized in the period in which they are earned, expenses
are recognized in the period in which they are incurred, depreciation of assets is recognized, and all
assets and liabilities associated with the operation of the District are included in the statements of net
position. The principle operating revenues of the District are rail passenger fares. The District also
recognizes as operating revenue parking lot collections and miscellaneous operating revenue. Operating
expenses for the District include the costs of operating the mass transit system, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.

Capital, Planning, and Operating Grants: Federal grants, through the Federal Transit Administration
(FTA), provide substantial funding of the District's operations and capital improvement programs.

Additional funding of such activities is provided through the public mass transportation, electric rail service
fund and commuter rail service funds in the State of Indiana. In accordance with GASB 33, the District
recognizes revenue when all applicable eligibility requirements, including time requirements are met.
Revenue from federal and state planning and operating assistance grants is recognized as earned based
on eligible costs incurred.

Federal and state capital grants are recorded as capital contributions in the statements of revenues,
expenses, and changes in net position.

Cash Equivalents: For purposes of the statements of cash flows, the District considers all highly liquid
investments (including restricted assets) with a maturity of three months or less when purchased to be
cash equivalents. At December 31, 2012 and 2011 cash equivalents stated at cost, which approximates
fair value, consisted of certificates of deposit.

Restricted Assets: Funds are deposited in the Accident Claims Reserve Accounts, plus interest earned
on these funds, are set aside from the general operations of the District at the direction of the Board of
Trustees to be used to cover up to the $5 million self-insured retention for catastrophic liability. Funds
deposited in the Bond Fund represent Indefinite Situs tax revenue, which use is limited to the repayment
of debt.

When both restricted and unrestricted resources are available for use, generally it is the District’s policy to
use restricted resources first, and then unrestricted resources when they are needed.

(Continued)
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments: In accordance with Indiana Code, Section 5-12 et sequel, it is the policy of the District to
deposit public funds into the depositories approved by the State Board of Finance. The District is further
authorized by statute to invest in obligations of the U.S. Treasury and U.S. Agencies, certificates of
deposit, repurchase agreements, passbook savings, money market deposit accounts, and negotiable
order of withdrawal accounts. It is the policy of the District to invest funds with local, federally insured
banks that have a principal office within any of the four counties of Northwest Indiana and have been
approved by the State Board of Finance. Cash and certificates of deposit are fully insured by the Federal
Depository Insurance Corporation or by the Indiana Public Deposits Insurance Fund. Investments are
carried at cost which generally approximates fair value.

Capital Assets: Capital assets include major items of property, plant, and equipment acquired with
federal, state and local funds and are capitalized at cost. Capital assets include real and personal
property with a cost of $5 thousand or more and a useful life of one year or more. Capital assets also
include individual expenditures of $5 thousand or more which: extends the useful life of an existing asset
or; changes or expands the use(s) of the asset or; represents cost of a major component of an asset,
such that the asset could not continue in service until the end of its useful life or; is required by law.
Expenditures for maintenance and repairs are charged to operations as incurred. The District recognizes
depreciation on capital assets on a straight-line basis over the estimated useful lives of the assets, as
follows:

Rolling stock (including capital spare parts) 33 years
Building and improvements 5 - 30 years
Electrical substations 20 years
Track work 5 - 30 years
Information system and office equipment 3-10 years
Machinery and equipment 3-10 years
Autos and trucks 3 -5years

Included with the District's machinery and equipment capital assets, the District has capitalized an
intangible asset, computer software. The District follows the same capitalization policy and estimated
useful life for its intangible asset as it does for its machinery and equipment capital assets. The District
also amortizes the intangible asset utilizing the straight-line method.

During the year ended December 31, 2012 the District recognized the Ford City Bridge easement as an
intangible asset.

Depreciation on the portion of the cost of assets attributable to federal, state, and local capital grants is
transferred to the respective capital grant equity balance from unreserved net position.

Materials and Supplies Inventory: Material and supplies inventory is stated at lower of average cost or
market.

Accounts Receivable: No allowance for bad debts has been established because management considers
all material accounts receivable to be collectable.

(Continued)
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NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences: Substantially all employees receive compensation for vacations and holidays.
Approximately one-fourth of the employees receive compensation for iliness and certain other qualifying
absences. The number of days compensated for the various categories of absence is based generally on
length of service. Vacation leave which has been earned but not paid has been accrued in the
accompanying financial statements. Compensation for holiday, illness, and other qualifying absences are
not accrued in the accompanying financial statements because rights to such compensation amounts
either do not accumulate or they do not vest.

Insurance: The District has insurance coverage for property and casualty losses to electrical substations
and related equipment. In addition, the District is responsible for the retention portion on the following
insured risks: the first $500 of loss on cars and trucks; $2 million per occurrence on rolling stock; and the
first $100 thousand of loss on all other property.

The District is responsible for catastrophic liability claims up to $3 million. Claims in excess of $3 million
are covered by commercial insurance carriers up to a maximum of $62 million. The coverage from $3
million to $62 million is with several insurance carriers. During 2012 and 2011, all such layers of
coverage have been subscribed. There is no guarantee that such coverage will continue to be fully
subscribed in the future.

Budgetary Accounting and Reporting: The District practices financial planning and cost controls, however
it is not legally required to report on a budgetary basis. Therefore, no comparison of actual and budget
data is included in the financial statements.

Reporting Entity: In evaluating how to define the District, for financial reporting purposes, management
has considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth in accounting principles generally accepted in
the United States of America. The basic, but not the only, criterion for including a potential component
unit within the reporting entity is the governing body’s ability to exercise material operational control. The
most significant manifestation of this ability is financial interdependency. Other manifestations of the
ability to exercise oversight responsibility include, but are not limited to, the selection of governing
authority, the designation of managements, the ability to significantly influence operations, and
accountability for fiscal matters. A second criterion used in evaluating potential component units is the
scope of public service. Application of this criterion involves considering whether the activity is conducted
within the geographic boundaries of the District and is generally available to its citizens. A third criterion
used to evaluate potential component units for inclusions or exclusion from the reporting entity is the
existence of special financing relationships, regardiess of whether the District is able to exercise oversight
responsibilities. Based upon the application of these criteria, no entities have been considered to be
potential components units for the purpose of defining the District’s reporting entity.

Management Estimates: In preparing financial statements, management must make estimates and
assumptions. These estimates and assumptions affect the amounts reported for assets, liabilities,
revenue and expenses, as well as affecting the disclosures provided. Future results could differ from
current estimates.

Reclassifications: Certain amounts from the prior year have been reclassified to conform to the current
year presentation. The reclassifications had no effect on net position or change in net position.

(Continued)
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NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

New_Accounting Pronouncements: For the year ended December 31, 2012, the District implemented
GASB 62, Caodification of Accounting and Financial Reporting Guidance Contained in Pre-November 30,
1989 FASB and AICPA Pronouncements and GASB 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources and Net Position. The financial statements and accompanying
footnotes reflect this new pronouncement.

NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash and cash equivalents at December 31, 2012 and 2011 are as follows in thousands of dollars:

Purchase Maturity Interest 2012 2011

Description Date Date Rate Amount Amount

Cash $ 37536 $ 32,568
Certificate of deposit 11/13/12 02/11/13 0.100% 3,360 -
Certificate of deposit 11/13/12 02/11/13 0.100% 1,130 -
Certificate of deposit 11/13/12 02/11/13 0.100% 1,007 -
Certificate of deposit 11/12/12 02/10/13 0.100% 1,003 -
Certificate of deposit 11/02/12 02/01/13 0.200% 509 -
Certificate of deposit 10/23/12 01/22/13 0.200% 431 -
Certificate of deposit 10/23/12 01/22/13 0.200% 356 -
Certificate of deposit 11/19/11 02/17/12 0.100% - 3,357
Certificate of deposit 11/19/11 02/17/12 0.100% - 1,006
Certificate of deposit 11/19/11 02/17/12 0.100% - 1,129
Certificate of deposit 11/18/11 02/16/12 0.100% - 1,002
Certificate of deposit 11/04/11 02/03/12 0.350% - 508
Certificate of deposit 10/25/11 01/24/12 0.350% - 430
Certificate of deposit 10/25/11 01/24/12 0.350% - 355
Certificate of deposit 10/24/11 01/23/12 0.350% - 514

Cash and cash equivalents are allocated as follows in thousands of dollars:

2012 2011
General fund $ 19847 $ 15508
Restricted
Accident claims reserve 5,039 5,033
Bond proceeds/local grants restricted for acquisition
of capital assets 8,716 8,704
Westlake corridor contributions 1,677 1,674
Indefinite Situs tax restricted for debt repayment 10,053 9,950
Total restricted 25,485 25,361

$§ 45332 § 40869

(Continued)
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NOTE 2 - CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued)

Short-term investments at December 31, 2012 and 2011 are as follows in thousands of dollars:

Purchase Maturity Interest 2012 2011
Description Date Date Rate Amount Amount
Government Securities 3 8683 § 8,618
Certificate of deposit 10/22/12 01/22/13 0.200% 515 -
Certificate of deposit 10/12/12 01/12/13 0.150% 1,697 -
Certificate of deposit 10/12/11 01/12/12 0.195% - 1,441
Short-term investments are allocated as follows in thousands of dollars:
2012 011
General fund $ 2212  $ 1,441
Restricted
Bond proceeds/local grants restricted for acquisition 2,873 2,873
of capital assets
Indefinite Situs tax restricted for debt repayment 5810 5,745
Total restricted 8,683 8,618
$ 10,895 $ 10,059

Cash and Investment Deposits: The District maintains deposits with nine area financial institutions. A
summary of these deposits as of December 31, 2012 and 2011 is as follows in thousands of dollars:

2012 2011
Carrying Balance Carrying Balance
Amount Per Bank Amount Per Bank
On hand 1 $ - 3 1 $ -
On deposit
Insured by FDIC 1,811 1,806 1,633 1,629
Insured by IPDIF 45,732 46,214 40,676 40,843
Held by U.S. Treasury 8,683 8,683 8.618 8,618

$ 56227 $§ 56,703 $ 50,928 $  51.090

The investments which the District may purchase are limited by Indiana law. The District's cash deposits
and its investment in certificates of deposit at year-end were entirely covered by Federal Deposit
Insurance Corporation (FDIC) or by Indiana Public Deposits Insurance Fund (IPDIF). The IPDIF is a

multiple financial institution collateral pool as provided under Indiana Code, Section 5-13-12.

Interest Rate Risk: The District does not have a formal investment policy that limits investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates.

(Continued)
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NORTHERN INDIANA COMMUTER TRANSPORTATION DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 3 - CAPITAL ASSETS

A summary of changes in capital assets is as follows in thousands of dollars:

Balance Balance
January 1, Changes During Year December 31,
2012 Additions Reductions 2012
Capital assets not being depreciated:
Land $ 6,995 $ - 3 -9 6,995
Construction in progress 60,644 11,173 (66,776) 5,041
Total capital assets not
being depreciated 67,639 11,173 (66.776) 12,036
Capital assets being depreciated:
Rolling stock (including capital
spare parts) 204,073 - - 204,073
Buildings and improvements 136,877 62,517 - 199,394
Track work and substations 43,363 - - 43,363
Bridges and crossings 37,104 3,727 - 40,831
Machinery and equipment 9,163 182 - 9,345
Information system and
office equipment 598 179 (177) 600
Autos and trucks 3,519 143 (345) 3,317
Total capital assets being
depreciated 434,697 66,748 (522) 500,923
Less accumulated depreciation:
Rolling stock (including capital
spare parts) 107,078 9,942 - 117,020
Buildings and improvements 75,265 9,285 - 84,550
Track work and substations 294 83 - 377
Bridges and crossings 17,748 1,228 - 18,976
Machinery and equipment 5,950 402 (177) 6,175
Information system and office equipment 561 30 - 591
Autos and trucks 2,188 337 (340) 2,185
Total accumulated depreciation 209,084 21,307 (517) 229,874
Total capital assets being
depreciated, net 225,613 45,441 (5) 271,049
Total capital assets, net $ 203252 $ 56614 $ (66.781) $ 283,085
(Continued)
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NOTE 3 - CAPITAL ASSETS (Continued)

Balance Balance
January 1, Changes During Year December 31,
2011 Additions Reductions 2011
Capital assets not being depreciated:
Land $ 6,995 § - % - 9 6,995
Construction in progress 41,816 24,380 (5,5652) 60,644
Total capital assets not
being depreciated 48,811 24,380 (5,652) . 67,639
Capital assets being depreciated:
Rolling stock (including capital
spare parts) 203,946 127 - 204,073
Buildings and improvements 135,828 1,049 - 136,877
Track work and substations 43,363 - - 43,363
Bridges and crossings 33,516 3,588 - 37,104
Machinery and equipment 9,076 212 (125) 9,163
Information system and
office equipment 883 - (285) 598
Autos and trucks 3,649 333 (463) 3,619
Total capital assets being
depreciated 430,261 5,309 (873) 434,697
Less accumulated depreciation:
Rolling stock (including capital
spare parts) 97,138 9,940 - 107,078
Buildings and improvements 67,533 7,732 - 75,265
Track work and substations 204 90 - 204
Bridges and crossings 16,592 1,156 - 17,748
Machinery and equipment 5,625 450 (125) 5,950
Information system and office equipment 816 30 (285) 561
Autos and trucks 2,307 344 (463) 2,188
Total accumulated depreciation 190,215 19,742 (873) 209,084
Total capital assets being
depreciated, net 240,046 (14.433) - 225,613
Total capital assets, net $ 288857 § 9947 $  (5.552) $ 293,252
Depreciation at December 31, 2012 and 2011 consists of the following in thousands of dollars:
2012 2011
Depreciation on assets acquired with federal funds $ 13753 $ 12,483
Depreciation on assets acquired with state and local funds 7,554 7,259
$ 21307 $ 19,742

(Continued)
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December 31, 2012 and 2011

NOTE 4 - TRACKAGE RIGHTS

Beginning in 1991, as a result of the District's acquisition of the “Joint Assets,” including all track, ties,
ballast, switches, real estate, and other similar items, the District is to receive an “annual fee” for the use
of its track. This annual fee has two components: (1) a reimbursement of maintenance of way costs (the
MOW fee) and (2) a payment for the right to use the track (the ROI fee). Both components of the annual
fee are calculated in accordance with formulas incorporated in the purchase agreement between the
District and the South Shore Acquisition Company (SSA). The District recognized $1.86 million and
$1.50 million in MOW fees in 2012 and 2011, respectively. These amounts have been recorded as
reductions to the related maintenance of way expense in the accompanying statements of revenue and
expense and changes in fund equity. $1,046 thousand and $854 thousand in ROI fees are recognized in
2012 and 2011, respectively, and reported as part of “other local funds” in the accompanying statement of
revenue and expense and change in net position.

NOTE 5 - LONG-TERM LIABILITIES

Long-term liability activity for the year ended December 31, 2012 and 2011 is as follows (in thousands of
dollars):

Due
January 1, December 31, Within Long-Term
2012 Additions Reductions 2012 One Year Portion
Bonds payable: '
Bonds payable - 2004 $ 20,205 $ - $ 1,650 $ 18,555 $ 1,735 § 16,820
Bonds payable - 2007 27,118 - 1,848 25,270 2,294 22,976
Premium on bonds
payable 550 - 91 459 459
Total bonds payable 47,873 - 3,589 44,284 4,029 40,255
Accrued postretirement
health costs (Note 7) 1,326 62 - 1,388 - 1,388
Total $ 49199 $ 62 § 3589 ¢ 45672 $ 4,029 § 41,643
Due
January 1, December 31, Within Long-Term
2011 Additions Reductions 2011 One Year Portion
Bonds payable:
Bonds payable - 2004 $ 21,780 $ - 8 1,575 $ 20,205 $ 1,650 $ 18,5655
Bonds payable - 2007 28,845 - 1,727 27,118 1,798 25,320
Premium on bonds
payable 648 - 98 550 - 550
Total bonds payable 51,273 - 3,400 47,873 3,448 44,425
Accrued postretirement
health costs (Note 7) 1,268 58 - 1,326 - 1,326
Total $ 52541 $ 58 §$ 3,400 $ 49,199 § 3.448 §$ 45,751
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NOTE 5 - LONG-TERM LIABILITIES (Continued)

On November 16, 2004, the District issued $29.275 million worth of Limited Obligation Revenue Bonds,
Series 2004 to the Indiana Bond Bank. The purpose of issuing the bonds was to fund the cost of a
railroad project, including a centralized traffic control system, upgraded signal, fiber optics and
modernized catenaries with new conductors, poles or portal structures, mast arms and connectors and
related financing costs. The Bonds maturing on February 1, 2021 and February 1, 2022, are subject to
optional redemption prior to maturity on and after February 1, 2010 at par. The Bonds maturing on and
after February 1, 2016, excluding the Bonds maturing on February 1, 2021 and February 1, 2022 are
subject to optional redemption on and after February 1, 2015 at par. The Bonds are set to be repaid
annually on December 30 for principal and interest until December 30, 2021, with payments commencing
on December 30, 2005. The bonds bear an interest rate ranging from 2.0% to 5.0%.

On April 4, 2007, the District issued $32.1 million worth of Limited Obligation Capital Grant Receipts
Revenue Bonds, Series 2007 to Chase Equipment Leasing, Inc. The funds generated were used to
purchase commuter rail cars. The Bonds are set to be repaid annually on June 30 and December 30 for
principal and interest starting June 30, 2009. On November 30, 2012, the District amended the interest
rate of the 2007 Bond Issuance from 4.028% to 2.4706%. The Bond will continue to be repaid semi-
annually on June 30 and December 30, with the final maturity date on December 30, 2022. The Bonds
will be subject to optional redemption on December 30, 2014, December 30, 2016, or December 30, 2019
at the redemption price of 100% of the principal amount of the Bonds to be redeemed plus accrued
interest, if any, to the date fixed for redemption. The Bonds are also subject to optional redemption on
any payment date on or after June 30, 2008 in whole at a redemption price of 100% of the principal
amount of the Bonds to be redeemed plus accrued interest to the redemption, plus premium.

To comply with covenants outlined in the 2004 and 2007 bonds agreements, the District has established
several accounts which are required to hold all principal and interest payments on the bonds becoming
due over the next 12 months. These accounts are classified as restricted cash. These reserve accounts
may not in any event exceed an amount equal to two times the maximum amount of principal and interest
coming due over the next 12 months. During 2009 FGIC, the District’'s 2004 Bond Insurer, fell below the
required bond rating of “A.” In accordance with the Trust Indenture, the District was required to set aside
an additional $2.6 million in escrow.

The bond debt service requirements to maturity for the 2004 and 2007 Bonds are as follows (in
thousands of dollars):

Year Ending 2004 Bond 2007 Bond

December 31 Principal Interest Total Principal Interest Total Total
2013 $ 1,735 $ 863 $ 2,598 $ 2,294 $ 610 $ 2904 $ 5,502
2014 1,800 800 2,600 2,352 553 2,905 5,505
2015 1,865 732 2,597 2,411 495 2,906 5,503
2016 1,940 658 2,598 2,471 435 2,906 5,504
2017 2,035 560 2,595 2,532 373 2,905 5,500
2018-2022 9,180 1,173 10,353 13,210 891 14,101 24,454

$ 18555 $§ 4786 $ 23341 $ 25270 $ 3357 $ 28627 $ 51968
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NOTE 6 - NET POSITION CLASSIFICATIONS

Net Investment in Capital Assets: This represents the net book value of property and equipment, less the
amount of debt outstanding used for the acquisition of fixed assets.

Restricted for Debt Service: This represents amounts of Situs Tax, which is restricted for debt service,
less accumulated bond principal and interest payments.

Restricted for Capital Projects: This represents unspent grant and bond proceeds net of debt.

Unrestricted Net Position: This represents the balance of net position which use has not been restricted
nor invested in capital assets.

NOTE 7 - EMPLOYEES’ RETIREMENT AND POSTRETIREMENT HEALTH PLANS

To provide retirement benefits for its full-time employees, the District participates in the Public Employees’
Retirement Fund of Indiana (Fund), a cost-sharing, multiple-employer public employees’ retirement
system. The payroll for employees covered by the Fund was $1.5 million and $1.4 million for 2012 and
2011, respectively. All District employees not covered by Public Employees’ Retirement Fund are
covered by the Federal Railroad Retirement Act. The District’s total payroll was $17.4 million for 2012
and $16.7 million for 2011.

PERF covered employees are required to contribute 3% of their compensation to the Fund and the
District is required to contribute amounts, which are actuarially determined, sufficient to fund the
retirement benefits. The contribution requirement, which was made by the District, was $269 thousand
and $233 thousand for 2012 and 2011, respectively. These contributions represent 18% of covered
payroll for 2012 and 16% of covered payroll for 2011. The District contributes the 3% employee’s portion.
To obtain more information please visit the Public Employees’ Retirement Fund at www.in.gov/perf/.

GASB Statements 27 and 50 require certain additional pension disclosures, including trend information.
Not all of the required information has been disclosed herein. Some of the required information is not
available from the Public Employees’ Retirement Fund of Indiana. Further, because only 19 employees
of the District are participants in the Fund, these items are not considered to be material disclosures to
the District’s financial statements.

In addition, effective January 1, 1994, the District established the NICTD Supplemental Pension Plan and
Trust (the Plan) for its non-contract employees. The Plan is a non-contributory defined contribution plan.
All employees (excluding some non-participating union employees and part-time or temporary
employees) having attained age 21, with one year of service are eligible to participate. Participants are
covered under two categories: Class | and Class Il. Class | participants are also current participants in
Federal Railroad Retirement Act Tier | and Il coverage. Class Il participants are also current participants
in the Public Employees’ Retirement Fund of Indiana. All participants’ total balances are 100% vested.

The Plan requires contributions by the District to be made at the rate of 5% of Class | employees’
compensation and 8% of Class |l employees’ compensation. Contributions for 2012 and 2011 by the
District amounted to $122 thousand and $125 thousand (5% of covered payroll) for Class | employees
and $122 thousand and $112 thousand (8% of covered payroll) for Class |l employees.

Covered payroll for 2012 and 2011 amounted to $2,443 thousand and $2,492 thousand for Class |
employees and $1,531 thousand and $1,426 thousand for<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>