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Phone: 317.569.4181
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www.alerdingcpagroup.com

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Newport Chemical Depot Reuse Authority
Clinton, Indiana

Report on the Financial Statements

We have audited the accompanying financial statements of Newport Chemical Depot Reuse
Authority, which comprise the statements of financial position as of December 31, 2012 and
2011, and the related statements of activities and changes in net assets, and cash flows for the
years then ended, and the related notes to the financial statements.

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. Our 2012 audit was also conducted 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 of material misstatement.

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



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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Newport Chemical Depot Reuse Authority as of December 31,
2012 and 2011, and the changes in net assets and cash flows for the years then ended, in
conformity with accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements
as a whole. The supplementary information on pages 16 through 20, including the
accompanying schedule of expenditures of Federal awards, as required by Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated
May 17, 2013, on our consideration of Newport Chemical Depot Reuse Authority’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements, and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Newport Chemical Depot Reuse Authority’s
internal control over financial reporting and compliance.

jgjcfwﬁﬂg@

May 17, 2013



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2012 AND 2011

ASSETS
012 2011
Current Assets:
Cash $ 1,428,796 $ 2,128,004
Accounts and contract receivables 1,220,905 131,162
Prepaid expenses 28,181 28,695
Total current assets 2,677,882 2,287,861
Property and Equipment:
Land and improvements 35,688,784 32,120,863
Buildings 1,698,210 1,337,663
Equipment 1,507,403 1,375,640
Automobiles 57,449 57,449
38,951,846 34,891,615
Accumulated depreciation (328,752) (62,154)
Property and equipment, net 38,623,094 34,829,461
Total assets $ 41,300,976 $ 37,117,322
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable $ 481,782 $ 115,514
Current portion of long-term debt 270,077 176,239
Accrued expenses 9,576 9,851
Deferred revenue 146,936 -0-
Total current liabilities 908,371 301,604
Long-Term Debt 2,939,605 2,823,761
Total liabilities 3,847,976 3,125,365
Net Assets:
Unrestricted net assets 34,677,974 31,363,595
Temporarily restricted net assets 2,775,026 2,628,362
Total net assets 37,453,000 33,991,957
Total liabilities and net assets $ 41,300,976 $37,117,322

See accompanying Notes to Financial Statements.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2012

Revenue and Other Support:
Federal and matching grants
Lease contracts
Contributions

Other income

Net assets released from restrictions
Total revenue and other support

Expenses:
Personnel
Office and supplies
Travel
Contractual services

Other expenses
Total expenses

Total change in net assets

Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily
Unrestricted Restricted Total

$ 1,530,041 $ 1,214,960 $ 2,745,001
955,593 -0- 955,593
2,850,063 -0- 2,850,063
15,082 -0- 15,082
5,350,779 1,214,960 6,565,739

1,068,296 (1,068,296) -0-
6,419,075 146,664 6,565,739
686,517 -0- 686,517
238,664 -0- 238,664
48,101 -0- 48,101
1,734,445 -0- 1,734,445
396,969 -0- 396,969
3,104,696 -0- 3,104,696
3,314,379 146,664 3,461,043
31,363,595 2,628,362 33,991,957
$ 34,677,974 $ 2,775,026 $ 37,453,000

See accompanying Notes to Financial Statements.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

YEAR ENDED DECEMBER 31, 2011

Revenue and Other Support:
Federal and matching grants
Lease contracts

Contributions

Net assets released from restrictions
Total revenue and other support

Expenses:
Personnel
Office and supplies
Travel
Contractual services

Other expenses
Total expenses

Total change in net assets

Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily
Unrestricted Restricted Total

$ 2,410,047 $ 659,131 $ 3,069,178
191,313 -0- 191,313
29,188,997 2,623,200 31,812,197
31,790,357 3,282,331 35,072,688

662,918 (662,918) -0-
32,453,275 2,619,413 35,072,688
422,253 -0- 422,253
317,492 -0- 317,492
56,797 -0- 56,797
878,309 -0- 878,309
174,803 -0- 174,803
1,849,654 -0- 1,849,654
30,603,621 2,619,413 33,223,034
759,974 8,949 768,923
$ 31,363,595 $ 2,628,362 $ 33,991,957

See accompanying Notes to Financial Statements.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2012 AND 2011

Cash Flows From Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Contributed property and equipment
Changes in operating assets and liabilities:
Accounts and contract receivables
Prepaid expenses
Accounts payable
Accrued expenses
Deferred revenue

Net cash provided by operating activities

Cash Flows From Investing Activities:
Property and equipment purchased

Net cash used in investing activities

Cash Flows From Financing Activities:
Borrowings under long-term debt
Repayments on long-term debt

Net cash provided by financing activities
Net Increase (Decrease) in Cash
Cash, Beginning of Year

Cash, End of Year

Non-Cash Investing and Financing Activities:
Acquisition of land under long-term debt

See accompanying Notes to Financial Statements.
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2012 2011
$ 3,461,043 $ 33,223,034
266,599 62,110
(2,850,063) (31,812,197)
(1,089,743) 313,296
514 (8,675)
366,268 (215,244)
(275) 9,851
146,936 -0-
301,279 1,572,175
(1,210,169) (78,913)
(1,210,169) (78,913)
400,000 -0-
(190,318) -0-
209,682 -0-
(699,208) 1,493,262
2,128,004 634,742
$ 1,428,796 $ 2,128,004
$ -0- $ 3,000,000
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

SIGNIFICANT ACCOUNTING POLICIES

Description of the Entity

NEWPORT CHEMICAL DEPOT REUSE AUTHORITY (“NeCDRA”) is a facility of 7,135
acres located in Vermillion County, Indiana (the “Depot”). In late 2005, Congress approved
the Department of Defense Base Realignment and Closure recommendations, which
included the closure of the U.S. Department of the Army’s (the “Army”) Newport Chemical
Depot in Vermillion County, Indiana. NeCDRA was created to complete a reuse master
plan for the depot. Its primary purpose is community financial assistance through economic
development.

NeCDRA comprises a board of five citizens appointed by the Vermillion County
Commissioners. NeCDRA worked in conjunction with the local community of Vermillion
County, the Army and government officials and contractors to create a plan and
implementation strategy for conversion of the depot to civilian use. In providing a
framework for evaluating proposed new uses for the depot, NeCDRA strives to acquire
property at no cost to NeCDRA or the community, develop a reuse plan primarily for
agricultural and industrial uses, ensure preservation of natural resources and maximize
local jobs and investment for Vermillion County and the region.

Effective October 1, 2011, an agreement between the Army and NeCDRA for
conveyance of certain real property, improvements and personal property located at the
Newport Chemical Depot went into effect. Real property was to be transferred in two
parcels. The first parcel of approximately 6,650 acres was transferred in October 2011 and
the second parcel of approximately 480 acres was transferred in September 2012. In
addition to the land easements, mineral rights and water rights were also transferred. Also,
one building on the premises is subject to a no-cost lease back to the Army.

Agricultural, natural areas and open space uses account for approximately one half of
the site’s 7,135 acres, and business, highway-oriented commercial and conference and
support facilities account for the other half. Revenue sources include grants from the Office
of Economic Adjustment (“OEA”), “matching revenue” from the Vermillion County Economic
Development Council, a Caretaker contract with the Army, agricultural and building leases,
and an Environmental Services Cooperative Agreement (“ESCA”) grant.

Future Plans

NeCDRA is eligible for tax increment financing for future development and operational
expenditures, including the providing of water services. These funds are based on property
taxes paid by NeCDRA's tenants.

Pending environmental remediation, for which an agreement has been signed with the
Army, 5 — 6 acres still held by the Army will be transferred to NeCDRA. Approximately
$700,000 relating to the cleanup process has been spent by NeCDRA and reimbursed by
the Army. The remaining costs are estimated to be approximately $1,095,000 and are
expected to be reimbursed by the Army.



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

NeCDRA has signed an option agreement with a third party for the sale of property in
order to build a power plant on the Depot.

It is anticipated that approximately 1,700 forested acres will be transferred to the
Indiana Department of Natural Resources, though there is no time frame for this transfer.

Plans are also being considered to develop a park area on the site.

NeCDRA is in the process of planning the development of a water delivery and sewer
system for service to the surrounding communities. It is anticipated that this project will be
financed through a bank line of credit which NeCDRA expects to apply for in 2013.

NeCDRA may be eligible to receive a grant of approximately $250,000 from the State
of Indiana to improve the water system at one of the buildings currently being leased to a
third party. These funds have not been recorded as revenue due to the uncertainty of
receipt of the funds, including the timing of receipt which is expected to be 2014 or later.

The significant accounting policies followed by NeCDRA in the preparation of its
financial statements are summarized below:

Basis of Presentation

Net assets and revenues, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. Unrestricted net assets are net assets
not subject to donor-imposed restrictions and are, therefore, available to support the
general operations of NeCDRA. Temporarily restricted net assets are net assets subject to
donor-imposed restrictions related to specific programs or the passage of time.

Basis of Accounting

The accompanying basic financial statements and underlying supplemental schedules
have been prepared on the accrual basis of accounting.

Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America (“‘U.S. GAAP”) requires management to
make estimates and assumptions that affect the reported amounts in the financial
statements and notes to the financial statements. Actual results could differ from those
estimates.

Receivables and Credit Policies

Accounts receivable represent amounts due under the OEA grant, ESCA grant,
NeCDRA's Caretaker contract with the United States Army, and agricultural and other lease
contracts. There were no amounts due under the OEA grant as of December 31, 2012.



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Under the OEA grant, NeCDRA is allowed advance funds for operational expenses,
but it generally operates on a cost reimbursement basis. The annual grant totals are based
on a budget submitted by NeCDRA. The grant agreement stipulates that a percentage of
grant funds (approximately 17.54% for the grant covering the period July 1, 2012 through
December 31, 2013 and approximately 10.70% for the grant covering the period January 1,
2011 through June 30, 2012) must come from nonfederal sources, which currently is the
Vermillion County Economic Development Council. Receivables for these funds are not
recorded, as they are paid directly to NeCDRA vendors and are treated as both revenue
and expenses in the period in which they are incurred.

Caretaker receivables consist of a fixed amount (for taking care of the premises), utility
reimbursements, water system compliance and other expenses. Payments on these
accounts are allocated to specific invoices.

ESCA receivables consist of an initial request for funding under the terms of the
agreement. The initial request includes estimated costs for various remediation and
improvement work on the Depot and an allowable profit percentage.

There is no provision to charge interest on any amounts considered past due.
Management believes all receivables at December 31, 2012 are collectible and,
accordingly, there have been no write-offs for uncollectible amounts and no allowance for
uncollectible accounts is required as of December 31, 2012 and 2011.

Property and Equipment

Property and equipment purchased and expenditures which substantially increase the
useful lives of existing assets are recorded at cost. Cost of repairs and maintenance are
expensed as incurred. Assets conveyed by the Army are stated at the estimated fair
market value at the date of the transfer and proceeds from the sale of property are subject
to certain terms contained in the conveyance agreement with the Army. Additionally, the
Army conveyance agreement contains limitations regarding the use of certain acreage.

Property and equipment are depreciated using the straight-line method of depreciation.
The estimated ranges of useful lives are as follows:

Ranges of
Description Useful Lives
Buildings 39 years
Land Improvements 15 years
Equipment 3 -7 years
Automobiles 5 years



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Deferred Revenue

Deferred revenue relates to rental income received in advance as well as funds
received in advance under reimbursement-based grants. Upon expenditure of the funds, or
specific timing in the case of the rental income, the deferred revenue is reclassified to
revenue.

Revenue Recognition

NeCDRA records grant revenue for reimbursement-based grants in the period in which
the expenses are incurred. Revenue relating to agricultural and building lease contracts is
recorded in the period in which the revenue is earned. Cash received in advance of the
rental period is recorded as deferred revenue.

Government Grants

NeCDRA earns a portion of its revenues under grants from the Department of Defense,
acting through the OEA. As such, it must comply with certain terms contained in the Grant
Agreements. Grant activities are subject to audit and acceptance by the granting agency
and, as a result, adjustments could be required.

Contributions

NeCDRA does not receive contributions from the general public and it is not a
charitable organization within the meaning of Section 501 of the Internal Revenue Code. In
October 2011 and September 2012, NeCDRA received contributions from the Army
including land, buildings and personal property. The fair market value, net of future
required payments to the Army, was recorded as a contribution as of the date of transfer.

Income Taxes

NeCDRA is organized as a sub-entity of Vermillion County, Indiana, and, accordingly,
is exempt from Federal and state income taxes. Further, as an affiliate of a governmental
entity, NeCDRA is not required to file Federal Form 990 or the related state filings.

Management of NeCDRA evaluates all significant tax positions to ensure compliance
with the exempt purposes of NeCDRA as required by U.S. GAAP, including consideration
of any unrelated business income tax. As of December 31, 2012, Management does not
believe NeCDRA has taken any tax positions that are not in compliance with its exempt
purpose.

As detailed in an Indiana Department of Revenue advisory letter dated February 17,
2011, NeCDRA'’s purchases are also exempt from state sales and use tax.

10



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Subsequent Events

Subsequent events are disclosed in Note 9 and have been evaluated through May 17,
2013, which is the date the financial statements were available for issuance.

LONG-TERM DEBT

Note Payable to Army

In consideration for the transfer of property from the Army, NeCDRA signed a
Promissory Note dated September 27, 2011, for an amount not to exceed $3,000,000.
There is no stated interest rate and payments are required for a 10-year period (through
September 30, 2021) based on the following four criteria:

1. NeCDRA will pay $3,000 per acre to the Army for all land sold or land sales under
contract;

2. Annually, NeCDRA will pay the Army the following share of gross revenues
received from agriculture leases: 20% in years 1-3, 25% in years 4-6 and 30% in
years 7-10;

3. Annually, NeCDRA will pay the Army 10% of gross revenues received from land
and building leases, and;

4. Annually, NeCDRA will pay the Army 33% of net revenue received from the
wetlands bank.

The Promissory Note is secured by a mortgage agreement. In accordance with the
Promissory Note, the total cash consideration to be paid is reduced to $2,750,000, and the
mortgage is released, if NeCDRA makes payments totaling $2,750,000 to the Army by the
end of year 7 and it accepts the transfer of any additional parcels of land required to
transfer all of the property pursuant to the Army conveyance agreement.

If payments do not total $2,750,000 by the end of year 7, then payments will continue
for the remainder of the 10-year period (through September 30, 2021). Following the 10-
year period, NeCDRA will have no obligation to continue making payments even if the full
$3,000,000 is not paid in full. The outstanding balances at December 31, 2012 and 2011
were $2,823,015 and $3,000,000, respectively.

Note Payable to Vermillion County Economic Development Council

During 2012, NeCDRA secured an interest free note payable in 120 monthly
installments of $3,333 through August 2022 to the Vermillion County Economic
Development Council. Outstanding borrowings at December 31, 2012 were $386,667.

11



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

Based on the above payment requirements and current revenue sources, and
assuming no land sales over the next five years, estimated maturities of long-term debt as
of December 31, 2012 are as follows:

Year Ending
December 31
2013 $ 270,077

2014 270,077
2015 327,023
2016 327,023
2017 327,023
Thereafter 1,688,459
$ 3,209,682

TEMPORARILY RESTRICTED NET ASSETS

Effective October 1, 2011, land, buildings and personal property were conveyed by the
Army to NeCDRA. The transfer included land use restrictions related to the preservation of
an endangered species. The terms of the conveyance provide for the eventual disposition
of the land, and some additional acreage, in the form of a contribution to the Indiana
Department of Natural Resources. The restriction on this portion of the land, which was
estimated to have a fair market value on the date of transfer of $2,623,200, has been
recorded as temporarily restricted revenue. There were no transfers to the Indiana
Department of Natural Resources during 2012 or 2011, thus the balance of $2,623,000 is
included in temporarily restricted net assets as of December 31, 2012 and 2011.

Additional temporarily restricted net assets totaled $151,826 and $5,162 as of
December 31, 2012 and 2011, respectively, and related to grant funds restricted by the
donor for specific purposes.

Following debt repayments to the Army as specified in Note 2, additional proceeds
from the sale, lease or equivalent use of property must be reinvested as quickly as
practicable to support the economic redevelopment of the property or economic
redevelopment related to the property. The additional proceeds are restricted to twelve
categories as defined in the Army conveyance agreement. As of December 31, 2012 and
2011, there have been no additional proceeds.

12



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets were released from temporary donor restrictions by incurring expenses
satisfying the restricted purposes or by occurrence of other events specified by the donors.
Net assets released from restrictions during the years ended December 31, 2012 and 2011
totaled $1,068,296 and $662,918, respectively.
LEASES

NeCDRA as Lessor

Effective September 30, 2011, agricultural leases between the Army and farmer
tenants located on the NeCDRA land site were terminated as a result of the transfer of land
to NeCDRA. NeCDRA continued to honor the terms of the Army leases through December
2011, at which time new leases became effective with NeCDRA as the lessor. Revenue
from the leases totaled $179,000 for the period October 1, 2011 through December 31,
2011.

Beginning in 2012, the leases are billed annually at a per acre rate. The annual rental
rates range from $200 per acre to $336 per acre, and include approximately 3,080 acres of
land. Revenue from the leases totaled $932,853 for the year ending December 31, 2012.
The rental agreements expired in February 2013, at which time new agreements were
entered for a one-year period (Note 9).

Also, effective March 1, 2012, an option agreement with Development Partners
Funding, LLC for the purchase of 100 acres was signed. The agreement requires quarterly
payments of $3,000 due by April 1, July 1, and October 1, 2012 and January 1, 2013.

Additionally, NeCDRA leases two buildings to unrelated third parties requiring monthly
payments based on the amount of space occupied ($670 per month and $240 per month as
of December 31, 2012). Total lease income was $15,616 and $3,216 for the years ending
December 31, 2012 and 2011, respectively. The future minimum lease payments due
under the terms of the building lease, assuming no changes in the amount of space
occupied, are as follows:

Year Ending
December 31
2013 $ 10,919

2014 5,559
2015 4,319
2016 8,638
2017 6,478

$ 35,913

13



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

NeCDRA as Lessee

NeCDRA leases administrative office space in Clinton, IN from the United States of
America. The office space is provided rent free through September 2016.

CONCENTRATION OF CREDIT RISK

Cash

NeCDRA maintains cash in four separate checking accounts with the same financial
institution. As these deposits are held in non-interest bearing accounts, they are fully
insured by the FDIC through December 31, 2012. If amounts exceed applicable FDIC
insured limits, these deposits could constitute a credit risk subsequent to 2012.

Accounts and Contract Receivables and Revenues

At December 31, 2012, 56% and 44% of accounts and contract receivables represent
amounts due under a caretaker contract with the Army and the ESCA grant, respectively.

At December 31, 2011, 59% and 37% of accounts and contract receivables represent
amounts due under a caretaker contract with the Army and the OEA grant, respectively.

The percentages of revenue by source for the years ended December 31, 2012 and
2011 are as follows:

2012 2011

Office of Economic Adjustment 12.53% 1.88%
U.S. Department of the Army

(Caretaker contract) 23.49% 6.87%
U.S. Department of the Army

(Property conveyance) 43.41% 90.70%
Agricultural Leases and Other 14.24% 0.51%
Building Lease 0.35% 0.04%
ESCA Contract 5.98% 0.00%

14



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012 AND 2011

RISK MANAGEMENT

NeCDRA 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.
These risks are covered by commercial insurance from independent third parties. There
were no settled claims from these risks during 2012 or 2011.

CONTINGENCIES

NeCDRA is located on the site of the former Newport Chemical Deport where
hazardous substances and contaminants were located and stored. At the time of the
conveyance of this land to NeCDRA, a Remediation Plan was completed. However, certain
areas have not been remediated to levels suitable for unrestricted use, and the deed
transferring the property lists restrictions, such as prohibitions against residential or
agricultural uses in some areas, prohibitions against soil excavations and prohibitions
against groundwater use. These restrictions result from the potential environmental impact
associated with the restricted areas. The Army has agreed to pay for any additional
environmental remediation. No assets or accruals have been recognized for remediation
obligations or reimbursements as the amount cannot be reasonably estimated.

A contingency gain exists in relation to the $3,000,000 Promissory Note (Note 2).
Should NeCDRA remit $2,750,000 to the Army according to the terms of the agreement
within seven years, and comply with the other terms of the agreement, it will not be required
to pay the remaining $250,000. Additionally, if the revenue sources on which the payments
are based are not sufficient to require total payments of $3,000,000 over 10 years, any
shortfall will be forgiven. If either of these events occurs, a gain equal to the amount of debt
forgiven will be recorded at that date.

SUBSEQUENT EVENTS

In February 2013, revised lease contracts for the agricultural use property were signed
(Note 5).

15
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENT OF FINANCIAL POSITION BY FUND
DECEMBER 31, 2012

ASSETS
OEA Grant Economic
and Caretaker Building Development ESCA
Matching Contract Lease Conveyance Grant Eliminations Total
Current Assets:
Cash $ 102,230 $ 467,278 $ 21,245 $ 837,744 $ 299 $ -0- $ 1,428,796
Accounts and contract receivables -0- 685,905 -0- -0- 535,000 -0- 1,220,905
Interfund receivables 2,867 377,176 -0- 79,471 -0- (459,514) -0-
Prepaid expenses 9,545 18,636 -0- -0- -0- -0- 28,181
Total current assets 114,642 1,548,995 21,245 917,215 535,299 (459,514) 2,677,882
Property and Equipment:
Land and improvements -0- 656,478 -0- 34,970,926 61,380 -0- 35,688,784
Buildings -0- -0- -0- 1,698,210 -0- -0- 1,698,210
Equipment 99,392 32,864 -0- 1,375,147 -0- -0- 1,507,403
Automobiles -0- 57,449 -0- -0- -0- -0- 57,449
99,392 746,791 -0- 38,044,283 61,380 -0- 38,951,846
Accumulated depreciation (4,751) (27,999) -0- (296,002) -0- -0- (328,752)
Property and equipment, net 94,641 718,792 -0- 37,748,281 61,380 -0- 38,623,094
Total assets $ 209,283 $ 2,267,787 $ 21,245 $ 38,665,496 $ 596,679 $ (459,514) $ 41,300,976
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable $ -0- $ 369,276 $ -0- $ 45,230 $ 67,276 $ -0- $ 481,782
Interfund payables 118,837 -0- -0- 15,250 325,427 (459,514) -0-
Current portion of long-term debt -0- -0- -0- 270,077 -0- -0- 270,077
Accrued expenses -0- 9,443 -0- 133 -0- -0- 9,576
Deferred revenue -0- -0- -0- 4,340 142,596 -0- 146,936
Total current liabilities 118,837 378,719 -0- 335,030 535,299 (459,514) 908,371
Long-Term Debt -0- -0- -0- 2,939,605 -0- -0- 2,939,605
Total liabilities 118,837 378,719 -0- 3,274,635 535,299 (459,514) 3,847,976
Net Assets:
Unrestricted net assets -0- 1,889,068 21,245 32,767,661 -0- -0- 34,677,974
Temporarily restricted net assets 90,446 -0- -0- 2,623,200 61,380 -0- 2,775,026
Total net assets 90,446 1,889,068 21,245 35,390,861 61,380 -0- 37,453,000
Total liabilities and net assets $§ 209,283 $ 2,267,787 $ 21,245 $ 38,665,496 $ 596,679 $ (459,514) $ 41,300,976

See Independent Auditor’s report on pages 1 and 2.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS BY FUND
YEAR ENDED DECEMBER 31, 2012

Unrestricted Temporarily Restricted
OEA Grant Economic OEA Grant Economic Total
and Caretaker Building Development ESCA Total and Development ESCA Temporarily
Matching Contract Lease Conveyance Grant Unrestricted Matching Conveyance Grant Restricted Total
Revenue and Other Support:
Federal and matching grants $ -0- $ 1,530,041 $ -0- $ -0- $ -0- $ 1,530,041 $ 822,556 $ -0- $ 392,404 $ 1,214,960 $ 2,745,001
Lease contracts -0- -0- 22,740 932,853 -0- 955,593 -0- -0- -0- -0- 955,593
Contributions -0- -0- -0- 2,850,063 -0- 2,850,063 -0- -0- -0- -0- 2,850,063
Other income -0- 12,232 -0- 2,850 -0- 15,082 -0- -0- -0- -0- 15,082
-0- 1,542,273 22,740 3,785,766 -0- 5,350,779 822,556 -0- 392,404 1,214,960 6,565,739
Net assets released from restrictions 737,272 -0- -0- -0- 331,024 1,068,296 (737,272) -0- (331,024) (1,068,296) -0-
Total revenue and other support 737,272 1,542,273 22,740 3,785,766 331,024 6,419,075 85,284 -0- 61,380 146,664 6,565,739
Expenses:
Personnel 437,006 196,196 -0- -0- 53,315 686,517 -0- -0- -0- -0- 686,517
Office and supplies 23,096 208,093 7,124 149 202 238,664 -0- -0- -0- -0- 238,664
Travel 5,329 42,772 -0- -0- -0- 48,101 -0- -0- -0- -0- 48,101
Contractual services 267,840 1,108,757 -0- 86,237 271,611 1,734,445 -0- -0- -0- -0- 1,734,445
Other expenses 4,001 146,420 -0- 240,652 5,896 396,969 -0- -0- -0- -0- 396,969
Total expenses 737,272 1,702,238 7,124 327,038 331,024 3,104,696 -0- -0- -0- -0- 3,104,696
Total change in net assets -0- (159,965) 15,616 3,458,728 -0- 3,314,379 85,284 -0- 61,380 146,664 3,461,043
Net Assets, Beginning of Year -0- 2,049,033 5,629 29,308,933 -0- 31,363,595 5,162 2,623,200 -0- 2,628,362 33,991,957
Net Assets, End of Year $ -0- $ 1,889,068 $ 21,245 $ 32,767,661 $ -0- $ 34,677,974 $ 90,446 $ 2,623,200 $ 61,380 $ 2,775,026 $ 37,453,000

See Independent Auditor’s report on pages 1 and 2.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF EXPENSES BY FUND
YEAR ENDED DECEMBER 31, 2012

OEA Grant Economic
and Caretaker Building Development ESCA
Matching Contract Lease Conveyance Grant Total
Personnel:
Office manager $ 29,075 $ -0- $ -0- $ -0- $ -0- $ 29,075
Deputy Director 16,667 -0- -0- -0- -0- 16,667
Salaries and wages 174,184 151,489 -0- -0- 29,501 355,174
Fringe benefits 88,609 22,583 -0- -0- 16,781 127,973
Payroll tax 15,545 13,523 -0- -0- 1,300 30,368
Contract labor - Executive Director 112,926 8,601 -0- -0- 5,733 127,260
Total personnel 437,006 196,196 -0- -0- 53,315 686,517
Office and Supplies:
Equipment lease 3,289 -0- -0- -0- -0- 3,289
Office supplies 3,413 6,142 -0- -0- 202 9,757
Rent and utilities 7,200 190,977 7,124 -0- -0- 205,301
Office cleaning 2,550 240 -0- -0- -0- 2,790
Telephone 5,874 5,379 -0- -0- -0- 11,253
Postage -0- -0- -0- -0- -0- -0-
Publications 372 -0- -0- -0- -0- 372
Training, dues and subscriptions 398 1,355 -0- 149 -0- 1,902
Miscellaneous office expense -0- 4,000 -0- -0- -0- 4,000
Total office and supplies 23,096 208,093 7,124 149 202 238,664
Travel 5,329 42,772 -0- -0- -0- 48,101
Contractual Services:
Community outreach 150 1,748 -0- 1,359 -0- 3,257
Surveying support -0- -0- -0- -0- 4,553 4,553
Legal services 69,491 34,544 -0- 962 82,118 187,115
Accounting services 20,000 63,105 -0- 12,068 -0- 95,173
Other professional services 1,750 -0- -0- 59,471 -0- 61,221
Geographic Information System Services -0- -0- -0- -0- -0- -0-
Website services -0- 670 -0- -0- -0- 670
Environmental -0- 46,876 -0- 12,377 181,970 241,223
Infrastructure -0- -0- -0- -0- -0- -0-
Solid waste disposal -0- 238,831 -0- -0- -0- 238,831
PCB remediation -0- 624,556 -0- -0- -0- 624,556
PUD Zoning Code and Map 45,214 -0- -0- -0- -0- 45,214
Standards and guidelines 13,286 -0- -0- -0- -0- 13,286
Open space- Trails Master Plan 111,478 -0- -0- -0- -0- 111,478
Business plan -0- -0- -0- -0- -0- -0-
Economic Development Conveyance -0- -0- -0- -0- -0- -0-
Strategic marketing plan 6,471 4,099 -0- -0- -0- 10,570
Contract labor - special project -0- -0- -0- -0- 2,970 2,970
Contract labor - property administration -0- 94,328 -0- -0- -0- 94,328
Total contractual services 267,840 1,108,757 -0- 86,237 271,611 1,734,445
Other Expenses:
Uniforms -0- -0- -0- -0- -0- -0-
Insurance -0- 23,743 -0- -0- -0- 23,743
Fuel -0- 16,990 -0- -0- -0- 16,990
Repair and maintenance -0- 80,206 -0- 3,632 5,896 89,634
Bank Charges -0- 3 -0- -0- -0- 3
Depreciation 4,001 25,478 -0- 237,120 -0- 266,599
Total other expenses 4,001 146,420 -0- 240,652 5,896 396,969
Total expenses $ 737,272 $ 1,702,238 $ 7,124 $ 327,038 $ 331,024 $ 3,104,696

See Independent Auditor’s report on pages 1 and 2.
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THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2012

Federal Grantor/ Federal
Pass-through Grantor/ CFDA Federal
Program or Cluster Title Number Expenditures

United States Department of Defense, acting through the
Office of Economic Adjustment
Direct Programs

Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure
of a Military Installation 12.607 $ 530,957

Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure

of a Military Installation 12.607 205,093
Environmental Services Cooperative Agreement 12.599 392,404
Total Expenditures of Federal Awards $ 1,128,454

See Notes to Schedule of Expenditures of Federal Awards.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2012

Note 1: Basis of Presentation

This schedule includes the Federal awards activity of NeCDRA and is presented on the
accrual basis of accounting. The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in or used in the preparation of the basic financial statements.
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4181 E. 96" Street, Suite 180
Indianapolis, IN 46240
Phone: 317.569.4181

Toll Free: 888.922.4941

www.alerdingcpagroup.com

THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

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

Board of Directors
Newport Chemical Depot Reuse Authority
Clinton, Indiana

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of Newport Chemical Depot Reuse Authority (“NeCDRA”), which comprise
the statement of financial position as of December 31, 2012, and the related statements of
activities and changes in net assets, and cash flows for the year then ended, and the related
notes to the financial statements, and have issued our report thereon dated May 17, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered NeCDRA'’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of NeCDRA'’s
internal control. Accordingly, we do not express an opinion of the effectiveness of NeCDRA'’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. Given these
limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether NeCDRA's financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of NeCDRA'’s internal control or on compliance. This report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering
NeCDRA's internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.

ﬁajaw@f

Indianapolis, Indiana
May 17, 2013
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4181 E. 96" Street, Suite 180
Indianapolis, IN 46240
Phone: 317.569.4181

Toll Free: 888.922.4941

www.alerdingcpagroup.com

THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Newport Chemical Depot Reuse Authority
Clinton, Indiana

Report on Compliance for Each Major Federal Program

We have audited Newport Chemical Depot Reuse Authority’s (“NeCDRA”) compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of NeCDRA’s major Federal
programs for the year ended December 31, 2012. NeCDRA’s major Federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of NeCDRA’s major
Federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major Federal program
occurred. An audit includes examining, on a test basis, evidence about NeCDRA'’s compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for

each major Federal program. However, our audit does not provide a legal determination of
NeCDRA's compliance.
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Opinion on Each Major Federal Program

In our opinion, NeCDRA complied, in all material respects, with the types of requirements
referred to above that could have a direct and material effect on each of its major Federal
programs for the year ended December 31, 2012.

Report on Internal Control Over Compliance

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

A deficiency in internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a Federal program on a timely basis. A material weakness in internal control
over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a Federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or combination of control deficiencies, in internal control over compliance with a type
of compliance requirement of a Federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope
of our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

%/@j&%’@f

Indianapolis, IN
May 17, 2013
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

DECEMBER 31, 2012

Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued:
Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

Noncompliance material to financial statements noted?
Federal Awards
Internal control over major programs:
Material weakness(es) identified?

Significant deficiency(ies) identified that are not
considered to be material weakness(es)?

Unqualified

_ Yes

Yes

Yes

Yes

Yes

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

Any audit findings disclosed that are required to be reported

in accordance with §510(a) of OMB Circular A-1337?
Identification of major programs:

Name of Federal Program

_ Yes

X No

X None reported

X No

X No

X None reported

Unqualified

X No

CFDA Number

Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure
of a Military Installation

Environmental services Cooperative Agreement

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

Auditee qualified as low-risk auditee?
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
DECEMBER 31, 2012

Findings Required to be Reported by Government Auditing Standards

Reference Questioned
Number Finding Costs

None

Findings Required to be Reported by OMB Circular A-133

Reference Questioned
Number Finding Costs

None
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