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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, 2013 and
2012, and the related statements of activities and changes in net assets, and cash flows for the
years then ended, and the relaled notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentafion 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 conirol relevant
to the preparation and fair presentation of financiai statements that are free from material
missiatement, whether due {c fraud or efror.

Auditor’'s Responsibility

Qur responsibility is {0 express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generaily accepted in
the United States of America and the standards applicable to financial audits coniained in
Govermment Audiling Standards, issued by the Complrolier General of the United States.
Those standards require that we plan and perform the audi to obifain reasonable assurance
about whether the financial statements are free of matenial misstatement.

An audit involves performing procedures to oblain audit evidence about the amounis and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgmeni, inciuding the assessment of the risks of material misstatement of the financial
statements, whether due fo fraud or error.  In making those risk assessments, the auditor
considers internal conirol relevant to the entily'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 purpese of expressing an opinion on the effectiveness of the
enfity’s infernal control.  Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonablensss of
significant accounting estimales made by management, as well as evaluating the overall
presentation of the financial staiements.




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

Opinion

In our opinion, the financial statements referred {0 above present fairly, in all material
respects, the financial position of Newport Chemical Depot Reuse Authority as of December 31,
2013 and 2012, and the results of its operations 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 stafements
as a whole. The 2013 supplementary information on pages 16 through 21, 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
reconcifing 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 suditing 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 statemenis as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated
May 15, 2014, 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 fo
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and notf 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 Audifing Standards in considering Newport Chemical Depot Reuse Authority's
internal control over financial reporting and compliance.

/‘éﬂ By s

May 15, 2014



- NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2013 AND 2012

ASSETS
013 2012
Current Assets:
Cash $ 1,812,986 $ 1428798
Accounis and contract receivables 3584 063 1,220,805
Prepaid expenses 44,270 28,181
Total current assets 2,251,269 2,677 882
Property and Equipment:
Land and improvements 35,688,784 35,688,784
Buildings 1,761,480 1,698,210
Equipment 7 1,487,556 1,507,403
Automobiles 57 449 57.44%
39,005,279 38,951,848
Accumuiated depreciation {595,445) {328,752)
Property and equipmernt, net 38,409,834 38,623,004
Total assets $40,661,103 . $ 41,300,976
LIABILITIES AND NET ASSETS
Current Liabiiities:
Accounts payable $ 117287 $ 481,782
Current portion of long-term debt 283,954 216,077
Accrued expenses 8426 8,576
Deferred revenue 14,340 146,936
Total current liabilities 424,007 908,371
Long-Term Debt 2,655 572 2,938,605
Total liabilifies 3,079,579 3,847,978
Net Assets:
Unrestricted nef assels 34,817,565 34,677,974
Temporarily restricted net assets 2,763,959 2,775,028
Total net assels 37,581,524 37.453,000
Total liabilities and net assels $ 40,661,103 $ 41,300,976

See accompanying Nofes to Financial Siatements.




NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED DECEMBER 31, 2013

Temporarily
Unrestricted Restricted Total
Revenue and Other Support:
Federal and matching grants $ 1,459,743 $ 846,660 $ 2,306,403
Lease contracts 1,452,823 -0- 1,452,823
Cther income 333,913 -{- 333,913
3,246 479 846,660 4,083,139
Net assets released from resfrictions 857,727 (B57,727) -0-
Total revenue and other support 4,104,208 {11,087) 4,093,139
Expenses:
Personnel 702 406 0- 702,406
Occupancy and office expenses 432,758 -0- 432,758
Travel 35112 -0- 35,112
Contractuat services 2,176,586 -0- 2,176,586
Other expenses 617,753 -0- 617,753
Total expenses 3,964,615 -0- 3,964 615
Total change in net assels 139,591 {11,067) 128,524
Net Assets, Beginning of Year 34,677,974 2775026 37,453,000
Net Assets, End of Year $ 34,817,565 3 2,763,958 $ 37,581,524

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 341, 2012

Revenue and Other Support:
Federa! and matching grants
Lease conlracis
Contributions
Other income

Net assets released from restrictions
Total revenue and other support

Expsnses:
Perscnnel
Office and supplies
Travel
Contractual services

QOther expenses
Total expenses

Total change in net assels

Net Assets, Beginning of Year

Net Assets, End of Year

Temporarily
Unrestricted Restricied Total

% 1,530,041 $ 1,214,960 $ 2,745,001
955 593 -0~ 855,583
2,850,063 0- 2,850,063
15,082 -0- 15,082
5,350,779 1,214,960 6,565,739

1,088,296 {1,068,298) -0-
86,418,075 146,664 6,565,739
685,517 -b- 686,517
238 664 - 238,664
48 101 -0- 48,101
1,734,445 -g- 1,734,445
396,968 -0- 396,959
3,104 696 -0- 3,104,696
3,314,376 146,664 3,461,043
31,363,585 2628,362 33,991,857
$ 34 677,974 $ 2,775,026 $ 37,453,000

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

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2013 AND 2012

2013
Cash Flows From Operating Activities:
Change in net assets $ 128,524
Adiustments to reconcile change in net assets
o net cash provided by operating activities:
Depreciation 294,450
Gain on sale of assets {278,352}
Contributed property and equipment -0-
Changes in operating assets and liabilities:
Accounts and confract recsivables 826,902
Prepaid expenses (16,089)
Accounts payable (364,495)
Accrued expenses {1,150)
Deferred revenuse (132,596)
Net cash provided by operating activities 457 184
Cash Flows From investing Activities:
Property and equipment purchased (139,258)
Proceeds on sale of assels 336,420
Net cash provided by (used in) investing activities 197,162
Cash Flows From Financing Activities:
Borrowings under iong-term debt -0-
Repayments on long-term debt (270,156)
Net cash provided by (used in) financing activities (270,156)
Net Increase (Decrease)} in Cash 384,200
Cash, Beginning of Year 1,428,796
Cash, End of Year $ 1,812,996

See accompanying Noies to Financial Statements.
g

2012

$ 3,461,043

266,599
G-
(2,850,063)

(1,089,743)
514
366,268

{275)
146,936
301,279

(1,210,188}
-0-

{1,210,169}

400,000
(190,318}

209,682
(699,208)
2,128,004

$ 1,428,756
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

SIGNIFICANT ACCOUNTING POLICIES

Description of the Entity

NEWPGRT CHEMICAL DEPCT 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 fo 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 confractors to create a plan and
implementation strategy for conversion of the depot to civiien use. In providing a
framework for evaiualing proposed new uses for the depot, NeCDRA strives to acquire
property at no cost to NeCORA or the community, develop a reuse plan primarily for
agricuitural and industrial uses, ensure preservation of nafural resources and maximize
local jobs and investment for Vermiltion County and the region.

Effective October 1, 2011, an agreement between the Army and NeCDRA for
conveyance of cerfain 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 8,850 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-criented commercial and conference and
support facilities account for the other ha¥f. Revenue sources include grants from the Office
of Economic Adjustment ("*OEA”), “matching revenue” from the Vermillion County Economic
Pevelopment 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 waler 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, 3 — 4 acres siill held by the Army will be {ransferred to NeCDRA. As of December
31, 2013 approximately $2,304,000 relating fo the cleanup process has been spent by
NeCDRA of which $2,252,000 has been reimbursed by the Army and $52,000 is included in
accounts receivable at December 31, 2013. The remaining costs are estimated to be
approximately $386,000 and are expected to be reimbursed by the ESCA Grant.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

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

It is anticipated that approximately 1,700 forested acres will be transferred to the
indiana Depariment of Natural Resources, though there is ho 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 the State Revolving Loan Fund Program of the Indiana Finance Authority
which NeCDRA expects to apply for in 2014.

NeCDRA may be eligible fo 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 fo be 2014 or later.

The significant accounting policies followed by NeCDRA in the preparation of ifs
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.8. 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.

Receivabies and Credit Policies

Accounts and contract receivables represent amounts due under the OEA grant, ESCA
grant, NeCDRA's Caretaker contract with the United States Army, and agricultural and
other lease contracts.



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

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 17.5% for the grant covering the period July 1, 2012 through
December 31, 2013 and approximately 10.7% for the grant covering the period January 1,
2011 through June 30, 2012) must come from nonfederal sources, which currently are the
Vermillion County Economic Development Council (VCEDC) and other sources.
Receivables for VCEDC are not recorded, as they are paid directly o NeCDRA vendors
and are treated as both revenue and expenses in the period in which they are incurred.

There is no provision to charge interest on any amounts considered past due.
Management believes all receivables at December 31, 2013 are collectible and,
accordingly, there have been no write-offs for uncollectible amounts and no allowance for
uncotfectible accounts is required as of December 31, 2013 and 2012.

Property and Equipment

Property and equipment purchased and expenditures which substantially increase the
usefui lives of existing assets are recorded at cost. Cost of repairs and maintenance are
expensed as incurred. Assetfs 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
Buiidings 35 years
Land improvements 15 years
Equipment 3 -7 years
Automohbiles 5 years



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOCTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

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 s 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 Granis

NeCDRA earns a portion of its revenues under grants from the Depariment 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 resulf, adjustmenis couid be required.

Coniributions

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 Jaxes

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 {o file Federal Form 930 or the related state filings.

Management of NeCDRA evaluates all significant tax positions fo ensure compliance
with the exempt purposes of NeCDRA as required by U.8. GAAP, including consideration
of any unrelated business income tax. As of December 31, 2013, Management does not
believe NeCDRA has taken any tax positions that are not in compliance with its exempt
purpose.

As detailed in an Indiana Depariment of Revenue advisory letter dated February 17,
2011, NeCDRA's purchases are alsc exempt from state sales and use tax.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

Subseguent Events

Subsequent events are disclosed in Note 9 and have been evaluated through May 15,
2014, which is the date the financial statements were avaiiable for issuance.

LONG-TERM DEBT

Note Payable to Army

In consideration for the fransfer of property from the Army, NeCDRA signed a
Promissory Note dated September 27, 2011, for an amount not fo 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 foliowing 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 agriculiuwre leases: 20% in vears 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 iand
and building leases, and;

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

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

If payments do not fotal $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). Foliowing 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, 2013 and 2012
were $2,582,858 and $2,823,015, respectively.

Note Pavable to Vermillion County Economic Development Council

During 2012, NeCDRA secured a $400,000 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, 2013 and 2012 were
$346,667 and $386,667, respectively.

1




NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

Based on the above payment requirements and curreni revenue sources, and
assuming no land sales over the next five years, estimated maturities of long-term debt as
of December 31, 2013 are as foliows:

Year Ending
December 31
2014 $ 283954

2015 344,023

2016 344 023
2017 344 023
2018 404,091
Thereafter 1,219,412
& 2,939,526

TEMPORARILY RESTRICTED NET ASSETS

During 2011 land, buildings and personal property with a fair market value of
$31,812,197 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 Depariment of Natural Resources in the amount
of $2,623,200. There were no fransfers to the Indiana Department of Natural Resources
during 2013 or 2012, and accordingly the balance of $2,623,200 is included in temporarily
resfricted net assets as of December 31, 2013 and 2012.

Additional temporarily restricted net assets fotaled $140,759 and $151,826 as of
December 31, 2013 and 2012, respectively, and are 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 equivaient use of property must be reinvested as quickly as
practicabie 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, 2013 and
2012, there have been no additional proceeds.

12



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

4. NET ASSETS RELEASED FROM RESTRICTIONS

Net asseis were released from temporary donor restrictions by incurring expenses
satistying the restricted purposes or by occurrence of other events specified by the donors.
Net assets released from restrictions during the years ended December 31, 2013 and 2012
totaled $857,727 and $1,068,296, respectively.

5. LEASES
NeCDRA as | essor

NeCDRA leases land to farmer tenants under lease agreements that are billed
annually at a per acre rate. The annual rental rates range from $306 per acre to $440 per
acre, and include approximately 3,170 acres of land. Revenue from the ieases fofaled
$1,201,373 and $932,853 for the years ending December 31, 2013 and 2012, respectively.
The rental agreements expired in February 2014, at which time new agreements were
entered for a one-year period {Note 9).

Effective March 1, 2012, an option agreement with Development Pariners Funding,
LLC for the purchase of 100 acres was signed. The agreement required quarterly
payments of $3,000 and the agreement was terminated in the first quarter of 2014.

Additionally, NeCDRA leases buildings fo unrelated third pariies requiring monthily
payments based on the amount of space occupied {monthly rent payments ranging from
$240 to $1,856 as of December 31, 2013). Total lease income was $24,385 and $1 5618
for the years ending December 31, 2013 and 2012, respectively. The future minimum iease
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,
2014 $ 32,150
2015 24,323
2016 37,155
2017 44,851
2018 23,096
Thereafter 146,495

$ 304,110
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

NeCDRA as | essee

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's cash is deposited with one financial institution and at times, may exceed
The Federally insured limit. NeCDRA has not experienced any losses in these accounts

and does not believe it is exposed to any significant credit risk on cash.

Accounts and Contract Receivables and Revenues

At December 31, 2013, 35%, 32% and 13% of accounts and confract receivables
represent amounts due under two building leases, a caretaker contract with the Army and
the OEA grant, respectively.

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

The percentages of revenue by source for the years ended December 31, 2013 and
2012 are as follows:

2013 2012
Office of Economic Adjustment 14% 13%
4.8, Repartment of the Army
{Caretaker contract) 38% 23%
U.8. Department of the Army
(Property conveyance) 0% 43%
Agricuttural Leases and Other 40% 14%
Building Lease 1% 1%
ESCA Contract 7% 6%

14



NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

7. RISK MANAGEMENT

NeCDRA is exposed fo various risks of loss related {o torls; theft of, damage fo and
destruction of assels; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by commercial insurance from independent third parties.

8. CONTINGENCIES

NeCDRA is located on the site of the former Newport Chemical Depot where
hazardous substances and confaminants were located and stored. At the time of the
conveyance of this iand o NeCDRA, a Remediation Plan was completed. However, ceriain
areas have not been remediated to levels suitable for unrestricied use, and the deed
transferring the property lists resirictions, such as prohibitions against residential or
agricuitural 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 and the ESCA grant have agreed o pay for
any additional environmental remediation.

A contingency gain exists in relation to the $3,000,000 Promissory Note {(Noie 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
o pay the remaining $250,000. Additionally, if the revenue sources on which the paymenis
are based are not sufficient to require total payments of $3,000,000 over 10 vears, any
shortfail will be forgiven. If either of these evenis occurs, a gain equal to the amount of debt
forgiven will be recorded at that dale.

9. SUBSEQUENT EVENTS

In February 2014, revised lease contracts for the agricultural use property were signed
{Note 5).

19
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

DECEMRBER 31, 2013

STATEMENT OF FINANCIAL POSITION BY FUND

ASSETS
QEA Grant Ecenaemic
and Caretaker Building Development ESCA
Maiching Contract Lease Conaveyance Grant Eliminations Total
Current Assets:
Cash $ 285306 $ W67t 0§ 57810 1024087 0§ B2 03 -0 $ 1812006
Acconts and confrac! receivables 82,107 127,748 -0- 163,353 30,795 -0 394 002
inferfund receivables 5735 293,722 0- 235,714 -B- {535,171} 4
Prepaid expenses 9,545 4813 -0- 28,812 -0- - 44 270
Total current assets 332693 519,054 57810 473,168 103,817 {635,171} 2,251,265
Property and Equipment:
Land and improvemenis -6- 556,478 0 34,870926 4,380 -0- 35,688,784
Buildings -G G- 4 1,761,490 £ D 1,761,400
Equipment 106,373 a7 104 4 4,338,173 15,908 -B- 1,497 556
Automobiles -B- 57,449 O 4 - h7 448
105,378 751,631 -{- 38,070,588 77,280 -D- 39,605 275
Accumutated depraciation {12.515; {61,297} -0- (518.605) {3.628) -0- {595 445}
Property and equipment, net 93 864 686734 - 37551984 74,252 i 38,4405 834
Total assels § 426557 § 1508788 § 57610 $38025150 § 178168 % (535171) § 49,851,103
LIABHITIES AND NET ASSETS
Lwrrent {iabilities:
Accounts payable 3 4 $ B s % &5 $ MT28r 0§ 0 % Ri% $ 117,287
Interfund payables 344 156 71,204 0 -0 119,817 {535,171) -3
Current portion of long-term debit 4 - 0 283 954 0 - 283,854
Accrued expenszes i S 2,164 0 8,322 -0 0 B426
Deferred revenue - - -0- 14 340 -0 -0- 14,240
Fotal current iabilies 344,150 73,308 - 471,903 119,847 (535,171) 424 BG7
Long-Term Debt 3 -{- R 2 655572 -B- -B- 2655 572
Total Fabilities 344 150 73368 {3 3T 4TS 119,817 {535,171} 3,079 579
Net Assets:
Unrestricted net assets G- 1435 480 57,610 33,324 475 EiR RIS 34,817 56k
Temporarily restricted net assefs B2 407 -3 - 2623200 53,352 -0 2753 858
Fofal net assets 82 407 1435480 57 610 36.047.68/5 58,352 -0 a7 581 6524
Total liabilittes andnetassets $ 428557 £ 1508738 § 57610 $30035150 § 178168 §  (535471) 3 40661103

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, 2013

OFEA Grant Economic
and Caretaier Bullding Development ESCA
Matching Lonlmat ipase Lopvevance Coant Tctat
Perstnne;
Cifice manager § 2782 3 -0- § -8 L3 £ & -0- 1 27,512
Deputy Dirertor 10,060 4+ 5 £ 0 0,608
Sataries and wages 185,546 456,557 B & 33,082 375,195
Fringe benefits 71,704 48,108 -0 376 o980t 129,887
Pavrolf tax. 15,816 13,617 B £ 2,618 32,052
Centrazt laber - Executive Dlracior 116,793 - -5 - 11,467 127,260
‘Fotst personret 426771 218,280 b 376 56.974 702406
Oectupancy and supplies:
Equipment iease 2428 - & 0- -0 2428
Oifice stpplies 3,768 3,663 Ll 4,620 -0 12,262
Rent and uliilies 7.2 121,066 & 272146 -§- 480412
Offica cleaning 2,740 -0- -6 &7 0 2,867
‘Felephone 8,888 1,372 -G 2,248 - 12,507
Postage art 161 & 4- -0 532
Fublications = 0- B - -0- B
Training, dues and subsceptions 755 815 B 235 -0- 1810
Miscellansous oifice expense - 4 i 0- -0 -+
Tolal office and supplies . 26,149 147,278 & 226,201 - 432 758
Travel 65.562 11421 £ 17,429 &= 35112
Contrachual Senvices:
Conmmmily outreach -G 1,447 £ £.072 -0 7,189
Surveying suppait £ 3420 -0~ 600 - 4020
i egal services £ -0 -6 80,375 -6- 83,375
Accounting services 15,100 43681 i 16,337 -6 745%3
Other grofessional services G- 4 R i 03,7206 -6 183,720
Geographis Information System Sefvices 1 -£- -0 4 - -0-
Website servicas 2966 £ -0 4 8- 2,966
Environmental -3 18450 -4 35,905 68,627 113,991
infrastruciure 75,000 210,047 - 41, B66 1,368 428 281
Bolid waste disposat - 7 Eid 4 8- 279
PCB ramediation E 1,080 £95 o 4 172,591 1,252,287
PUD Zoning Tode and Mag -0 B -0 - -85 &+
Standards and guidelines -0 4 -2 O 4 4
Cpen space- Tralls Master Plars - 0- 0 4 -4 -B-
Business plan -0 -0 0 4 -£- -B-
Econemic Develepment Cenveyancs B 4 -0 G- B 4
Strafegic markeling plan - 2128 & 4 £ 2,129
Contract jahor - spacial proiect 4+ 4 L3 Bt -b- -
Centract jakor - property administration A+ 71068 0 25778 8- 96,844
Total vontrachus) services 93.056 1,438,888 -0 410846 233,986 2,176,586
Other Expanses:
Uniforms RS 466 By 128 o 504
Insurance 4 27.549 L3 15,407 - 42,655
Fezt 4 18,503 -G 8772 - 22575
Repair and mainierance - 40,649 o 203584 3422 248,053
Hunting jeases - £ -0 1423 Rt TAZ3
‘Bank Charges -0- o - 4 - B
Depeeciation 7754 33207 -0 250,351 3.028 204 450
Toiak oEher SIPENSEs 7754 117,754 -6 ABS 775 6,450 517,753
Tolal expenses $ E6{312 i 1,913,331 $ - $ £ 162 557 3 287 415 5 2864610

8See Independent Auditor's Report on pages 1 and 2.
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NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF OEA MATCHING GRANT REVENUE AND EXPENDITURES FROM

VERMILLION COUNTY ECONOMIC DEVELOPMENT COUNCIL
YEAR ENDED DECEMBER 31, 2013

Revenue
Total matching grant revenue

Expendiiures
Office manager
Fringe benefits
Contract labor-Executive Director
Deputy director
Rent and utilities
Telephone
Equipment lzase
Office supplies
Office cleaning
Website services

See Independent Auditor's Report on pages 1

and 2.
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$

79,964

27,912
13,476
12,726
10,000
7,200
3,743
2,428
1,163
1,090
226

79,964



THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2013

Federal Grantor/ Federal _
Pass-through Grantor/ CFDA Federal
Program or Cluster Title Number Expenditures
United States Deparfment of Defense, acting through the
Office of Economic Adjustment
Direct Programs
Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure
of a Military instaliation 12.607 $ 74977
Community Economic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure
of a Military Installation 12.807 560,166
Envircnmental Services Cooperative Agreement 12.599 358,795
Total Expenditures of Federal Awards $ 933,938

See Notes 1o 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, 2013

Note 1: Basis of Presentation

This schedule includes the Federal awards activily 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-Frofit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in or used in the preparation of the basic financial statemenis.
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CPA GROUP

THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

INDEPENDENT AUDITOR'S REPCORT ON INTERNAL CONTROL QVER FINANCIAL
REPCRTING AND ON COMPLIANCE AND CTHER MATTERS BASED ON
AN AUDIT GF FINANCIAL STATEMENTS PERFORMED
iN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Newport Chemical Depot Reuse Authorify
Ciinton, 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, 2013, 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 15, 2014.

Internal Controt 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 on the effectiveness of NeCDRA’s
internal control.

A deficiency in internal control exists when the design or operation of a contro! does not
allow management or empioyees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A maferial 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 encugh to merit attention by those charged with governance.
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Our consideration of internal controi over financial reporling was for the limited purpose
described in the first paragraph of this section and was not designed to identify aill deficiencies
in internal control that might be significant deficiencies or material weaknesses. Given these
imitations, during our audit we did not identify any deficiencies in internal control that we
consider o 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 tesis of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a ditect 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 resuits of our tests disclosed no
instances of noncompiiance or cther 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 centrol
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of NeCDRA's internal conirol or on compliance. This report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering
NeCDRA’s internal controf and compliance. Accordingly, this communication is not suitable for
any other purpose.

ﬂjw% B

Indianapolis, Indiana
May 15, 2014

See independent Audifor's Report on pages 1 and 2.
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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 Direciors
Newport Chemical Depot Reuse Authority
Clinton, Indiana

Report on Comphliance 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 Compiiance
Supplement that couid have a direct and material effect on each of NeCDRA's major Federal
programs for the year ended December 31, 2013. 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 applicabie to iis Federal programs.

Auditor’s Responsibility

Qur responsibility is fo express an opinion on compliance for sach 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 siandards applicable {o financial audits contained
in Governiment Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Frofit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit o obtain
reasonabie assurance about whether noncompliance with the types of compliance requirements
referred to ahove that could have a direct and material sffect on a major Federal program
cccurred. 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
referted fo above that could have a direct and material effect on each of its major Federal
programs for the year ended December 31, 2013.

Report on Internal Control Over Compliance

Management of NeCDRA is responsible for establishing and maintaining effective internal
conirol over compliance with the types of compliance requirements referred to above. In
planning and performing cur 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
Cireular 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 confrol over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
conirol 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
reguirement 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 reguirement 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 atlention 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 fo identify all deficiencies in internal
control over compliance that might be maferial 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 compiiance is solely to describe the scope
of our testing of internal control over compliance and the resulis of that testing based on the
requiremenis of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.

/40(7 Ay ey

indianapolis, IN
May 15, 2014
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THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED CCSTS
DECEMBER 31, 2013

Summary of Auditor’s Results
Financial Statements
Type of auditor's report issued: Ungualified

Infernal control over financial reporting:

Material weakness(es) identified? ‘ _ Yes X No
Significant deficiency(ies) ideniified that are not
considered to be material weakness{es}? _ Yes X None reported
Noncompliance material to financial statements noted? __Yes X No
Federal Awards
internal condrol over major programs:
Material weakness{es) identified? _Yes X No
Significant deficiency(ies) identified that are not
considered to be material weakness{es)? _ Yes X None reported
Type of auditor's report issued on compliance for major programs: Unqualified
Any audit findings disclosed that are required to be reported
in accordance with §510(a) of OMB Circular A-1337 _ Yes XNo
ldentification of maijor programs:
Name of Federal Program CEDA Number
Community Ecohomic Adjustment Assistance for
Establishment, Expansion, Realignment or Closure
of a Military Installation 12.607
Envitonmental Services Cooperative Agreement 12.598
Dollar threshold used to distinguish between
Type A and Type B programs: $304,000
Auditee quzlified as low-risk auditee? XYes _No
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THE NEWPORT CHEMICAL DEPOT REUSE AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
DECEMBER 31, 2013

Findings Required to be Reported by Government Auditing Siandards

Reference ' Cuestioned
Number Finding Costs

None

Findings Required to be Reporied by OMB Circular A-133

Reference Questioned
Number Finding Costs

None
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