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September 24, 2013

Mr. Ronald Curry

Regional Administrator
Environmental Protection Agency
Region 6

1445 Ross Avenue

Dallas, Texas 75202

Mr. Ryan Flynn

Secretary of New Mexico Environment Department
Harold S. Runnels Building

1190 St. Francis Drive

Suite N4050

Santa Fe, New Mexico 87505

Dear Mr. Curry and Mr. Flynn:

| am the chief financial officer of Sparton Corporation, 425 N. Martingale Road, Suite
2050, Schaumburg, lllinois, 60173 and | write in connection with the requirements of
section XXIV of the 2000 consent decree between Sparton Technology, Inc. and EPA and
NMED.

1. Sparton Corporation is the owner or operator of the following facilities for which
financial assurance for closure, post-closure care, or corrective action is demonstrated
through the 1ancial test specified in subpart H of 40 C.F.R. parts 264 and 265. The
current closure, post-closure care, and/or corrective action cost estimates covered by the
test are shown for each facility: None.

2. Sparton Corporation is the direct parent corporation of Sparton Technology, Inc.

3. In States, other than New Mexico, where EPA is not administering the financial
requirements of subpart H of 40 C.F.R. part 264 or 265, Sparton Corporation, as
guarantor, is demonstrating financial assurance for the closure, post-closure care, or
corrective action of the following facilities through the use of test equivalent or
substantially equivalent to the financial test specified in subpart H of 40 C.F.R. parts 264
and 265. The current closure, post-closure care, and corrective action cost estimates
covered by such a test are shown for each facility: None.
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4, Sparton Corporation is the owner or operator of the following hazardous waste
management facilities for which financial assurance for closure, post-closure care, or
corrective ac on is not demonstrated either to EPA or a State through the financial test of
any other financial assurance mechanism specified in subpart H of 40 C.F.R. parts 264 and
265 or equivalent or substantially equivalent State mechanisms. The current closure, post-
closure care, and corrective action cost estimates not covered by such financial assurance
are shown for each facility: None.

5. Sparton Corporation is the owner or operator of the following UIC facilities for which
financial assurance for plugging and abandonment is required under part 144. The current
closure cost estimates as required by 40 C.F.R. 144.62 are shown for each facility: None.

Sparton Corporation is required to file a Form 10K with the Securities and Exchange
Commission (SEC) for the latest fiscal year.

The fiscal year of Sparton Corporation ends on June 30. The amounts for the
following items marked with an asterisk are derived from this firm's independently audited,
year-end financial statements for the latest completed fiscal year, ended June 30, 2013.

ALTERNATIVE |
1.  Sum of current corrective action and post-closure care cost estimates:
$2,960.680
*2. Total bilities: $70,452,000
*3. Tangible net‘worth: $70,368,000
*4. Net worth: $95,748,000

*5. Current assets: $107,085,000

*6. Current liabilities: $56,091,0 )

*7  Working capital: $50,994.,00

*8. The sum of net income plus depreciation, depletion, and amortization: $18,399,000
*9. Total assets in U.S. (required only if less than 90% of firm's assets are located in the

U.S.: $163,5695,000 (98.4% of Total Assets)

10. Isline 3 at least $10 million? (Yes/No) Yes
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11. lIsline 3 at least 6 times line 1? (Yes/No) Yes
12. Isline 7 at least 6 times line 1? (Yes/No) Yes
*13. Are at least 90% of firm's assets located in the U.S.? If not, complete line 14
(Yes/No) Yes

14. s line 9 at least 6 times line 1? (Yes/No) N/A, see line 13

15. Is line 2 divided by line 4 less than 2.0? (Yes/No) Yes

16. lIs line 8 divided by line 2 greater than 0.1? (Yes/No) Yes

17. s line 5 divided by line 6 greater than 1.5? (Yes/No) Yes

The corporate quarantee of Sparton Corporation is enclosed with this letter.

Mark Schlei

Senior Vice President, Chief Financial Officer

_Sentamber 24, 2013

CC: Sparton’s 2013 Form 10-K
Financial Assurance Test

Coors Rd Financial Assurance Estimate-MWC Legal & Environmental Consulting,
July 15, 2013 ‘

Report of Independent Accountants on Applying Agreed Upon Procedures-BDO
USA, LLP, September 24, 2013

Corporate Guarantee



Copies to:

United States Environmental Protection Agency — Region VI
Technical Section (6EN-HX)

Compliance Assurance and Enforcement Division

1445 Ross Avenue

Dallas, Texas 75202

Attn: Sparton Technology, Inc., Project Coordinator (3)

Director

Water and Waste Managc...2nt Division
New Mexico Environment Department
Harold L. Runnels Building, 4™ Floor
1190 St. Fra is Drive

Santa Fe, NM 87505

Chief

Hazardous Waste Bureau

New Mexico Environmental Department
2905 Rodeo Park Drive East, Building 1
Santa Fe, NM 87505-6313

Chief

Groundwater Quality Bureau

New Mexico Environment Department
Harold L. Runnels Building, 4™ Floor
1190 St. Francis Drive

Santa Fe, NM 87505

Tony Hurst

Hurst Engineering Services
1915 Fairfax St.

Denver, CO { 1220
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September 24, 2013

Mr. Ronald Curry

Regional Administrator
Environmental Protection Agency
Region 6

1445 Ross Avenue

Dallas, Texas 75202

Mr. Ryan Flynn

Secretary of New Mexico Environment Department
Harold S. Runnels Building

1190 St. Francis Drive

Suite N4050

Santa Fe, New Mexico 87505

RE: Sparton Corporation, as Guarantor for
Sparton Technology, Inc.
EPA ID NO. NMD083212332
Post-Closure Care Guarantee
Fiscal Year End June 30, 2013 Financial Assurance
As specified in 40 CFR 264.151(h)

Dear Mr. Curry and Mr. Flynn:

This is the Cor; ate Guarantee for Post-Closure Care for fiscal year 2013 by Sparton Corporation, located at
425 N. Martingale, Road, Suite 2050, Schaumburg, lllinois, 6C 73, a business corporation organized under
the laws of the State of Ohio, herein referred to as Guarantor. This guarantee is made on behalf of Sparton
Technology, Inc., located at 9621 Coors Rd, N.E., Albuquerque, New Mexico 87114, a wholly-owned
subsidiary of the Guarantor.

RECITALS:

1. Guarantor meets or exceeds the financial test criteria and agrees to comply with the reporting requirements
for guarantors as specified in 40 CFR 264.143(f), 264.145(f), 265.143(e), and 265.145(e).

2. Sparton Technology, Inc. owns and operates the following closed hazardous waste management facility
covered by this guarantee: EPA ID NO. NN 083212332, Sparton Technology, Inc., 9621 Coors Rd. N.E.,
Albuquerque, New Mexico 87114, for Post-Closure Care.

3. “Post-closure plans” as used below refer to the plans maintained as required by subpart G of 40 CFR parts
264 and 265 for the post-closure care of facilities as identified above.

4. For value received from Sparton Technology, Inc, Guarantor guarantees to EPA that in the event that
Spa’” 17 inc ¢, Inc. fails to perform  t-closure e of the above facility in ordance with the post-
closure plan whenever required to do so, the Guarantor shall do so or establish a trust fund as specified in
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I hereby certify that the wording of this guarantee is identical to the wording specified in 40 CFR 264.151(h)
as such regulations were constituted on the date first above written.

Effective date: July 1, 2013 through June 30, 2014

M~ e o~ L at

Guarantor

Signature:
Name: Mark Schiei
Title: Senior Vice President, Chief Financial Officer

Witness:
Name: M



Financial Assur~=~~ T~~¢ (Amounts as of 6/30/13, Form 10K, 090313) 1092413
Amounts are in $000

Met
Critera Critera?
* Liabilities to Net worth less than 2
Liabilities Net Worth
$70,452 to $95,748 equals 0.74
Liabilities to Tangible Net worth less than 2
Liabilities Tangible Net Worth
$70.452 to $ 368 equals 1.00
* Current Assets to Current Liabilities greater than 1.5
Curr. Asset Curr. Liability
$107,085 to $56,091 equals 1.91

Working Capital and Net worth greater than 6 times remediation liability (6 x $2,960,680 = $17,764,080, or $17,765K)

Curr. Asset Curr. Liability Working Capital
$107,085 less $56,091 equals $50,994
Net Worth
$95,748

Tangible Net Worth

Net Worth Intangibles Tangible Net Worth
$95,748 less $25,380 equals $70,368

Net Worth and Tangible Net Worth greater than $10,000,000, or $10,000K

U.S. Assets greater than 90% of total assets or greater than 6 time remediation liability ($17,765)

Total Assets Canada Vietnam US %
$166,200 $28 $2,577 98.43%
U.S. Assets
$163,595

Net Income plus depreciation plus depletion plus amortization / Total Liabilities greater than 0.1

Net income (loss) $13,638
D+D+A $4,761 Total
Liabilities
Total $18,399 / $70,452 0.261

* Only two of the three criteria must be met - Are two met? ALL THREE ARE MET



MWC Legal & Environmental Consulting
7413 Lake Windermere Dr.
Corpus Christi, Texas 78413
ax: 361-850-9604

July 15,2013

Mr. Ernesto Martinez
Corporate IS Manager
30167 Power Line Road
Brooksville, FL 34602

Re:  Sparton Technology, Inc.
Albuquer e, New Mexico
Coors Road Facility Financial Assurance Estimate

Dear Mr. Martinez:

MWC Leg: & Environmental Consulting is pleased to provide the attached estimate of
financial assurance to be included in the submission by Sparton Technology, Inc. (Sparton) to
the Environmental Protection Agency (EPA) and New Mexico Environmental Department
(NMED) per Section XXIV, Paragraph 90, of the March 3, 2000 Consent Decree and meets
the requirements for cost estimates for closure found un :r 40 CFR §264.142. The attached
estimate of $2,960,680 is based on an effective value date on June 30, 2013, which is
consistent with Sparton’s fiscal year-end and also the RCRA regulatory requirements. This
estimate is $49,120 lower than the previous estimate provided to Sparton on July 29, 2012.
There were three main items increasing the estimate; an increase in the cost of electricity and
increases in maintenance labor and equipment costs due to the aging of the source and off-site
containment systems (discussed in greater detail below and in the attached) in the total
amount of $171,200. The largest item reducing the estimate is completion of another year, for
a total of 14 of the 30 years of projected time for closure operations. The estimated
contribution for the most recently completed fiscal year was $220,320 for expenses. The
modifications made as part of the update of the financial assurance estimate, are described
both below and in the attached estimate as notes of the changes made. (See Attachment 1 —
16 Year Summary) As in past years, electricity costs were adjusted based on the previous
year’s actual costs; in this case FY2013.

The starting point for this update was the estimate provided to Sparton on July 29, 2012 with
adjustments made to reflect an estimated effective value as of the end of FY2013, June 30,
2013, covering the project through the estimated remaining life of 16 years. Mr. Tony Hurst
was again contacted as part of this update and he provided information, including monthly
reports and e 2C 2 Annual Report, « operations of the systems at the Coors Road Facility.
The NMED Corrective Action Fund contractor fee schedule, found under 20.5.17.32.A
NMAC, was most recently increased in November, 2011 and was used for last year’s
estimate. No changes were made in labor and equipment rates in this year’s estimate. The
update process and changes made to the estimate included the following:



July 15, 2013
Sparton Corporation
Page 2

» The average cost of electricity incurred during FY2013 was used to estimate future
expenditures. These changes increased total electricity costs for the Off-Site Containment
and Source Containment Systems the remaining 16 years of the project by $85,800.

« Maintenance costs, equipment and labor, were increased by $44,200 for the off-site
containment system over the 7 years of expected operation of the system. This increase is
associated with the aging of the system equipment.

e Maintenance costs, equipment and labor, were increased by $44,800 for the source
containment system over the 16 years of expected operation of the system. This increase
is associated with the aging of the system equipment

Based on the information obtained, original assumptions are still valid, except as noted above,
with respect to the end date (FY2029), expected operations and maintenance of various
containment systems, project management, closure costs, and other costs associated with
evaluation and recommendations.

It has been my pleasure assisting Sparton Corporation with this matter. If you should have
questions, please feel free to contact me at 361-850-9604 or 361-947-9003.

A (e

Mark W. Cheesman, J.D.
Principal

cc: Mr. Tony Hurst — Hurst Engineering Services



16 Year Summary
Artachment 1

July 15, 2013
Sparton Technology, Inc.

MWC Legal & Environmental Consulting
7412 ke Windermere Drive
Corpus Christi, Texas 78413
(361) 850-9604









Report ¢ Independent Accountants on Applying Agreed-Upon Procedures

Board of Directors and Management
Sparton Corporation
Schaumburg, Illinois

Environmental Protection Agency
Dallas, Texas

New Mexico Environmental Department
Santa Fe, New Mexico

We have previously audited, in accordance with standards of the Public Company Accounting
Oversight Board (United States), the consolidated balance sheet of Sparton Corporation and
subsidiaries as of June 30, 2013, and the related consolidated statements of income,
comprehensive income, cash flows and shareholders’ equity for the year then ended, and have
issued our report thereon dated September 3, 2013. Our opinion on the financial statements
referred to above is presented in Sparton Corporation’s 2013 Annual Report (Form 10-K) which is
referred to in the letter dated September 24, 2013 and signed by Mark Schlei, Chief Financial
Officer of Sparton Corporation, to the Environmental Protection Agency and the New Mexico
Environment Department (Financial Assurance Letter).

We have performed the procedures described below, which were specified by the
Environmental Protection Agency and agreed to by Sparton Corporation, to the Financial
Assurance Letter, solely to assist you in complying with the requirements of the State of New
Mexico and the United States Environmental Protection Agency. This agreed-upon procedures
engagement was conducted in accordance with the attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely
the responsibility of the parties specified in this report. Consequently, we make no
representation regarding the sufficiency of the procedures described below either for the
purpose for which this report has been requested or for any other purpose.

Our procedures and findings are as follows:

We have compared the following data included in the Financial Assurance Letter to amounts
included in or derived from the audited consolidated balance sheet of Sparton Corporation and
subsidiaries as of June 30, 2013, and the related consolidated statements of income,
comprehensive income, cash flows and shareholders’ equity for the year then ended, which we
have audited and issued our report thereon as described above, and found them to be in
agreement.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO Intemational Limited, a UK company timited by guarantee, and forms part of
the intemational BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.



Description Balance

Total liab ties $ 70,452,000
Tangible net worth * 70,368,000
Net worth 95,748,000
Current assets 107,085,000
Current liabilities 56,091,000
Net working capital 50,994,000
Sum of net income plus depreciation, depletion and amortization 18,399,000
Total asse . in U.S. 163,595,000

* Represents shareholders’ equity (net worth) less goodwill and other intangible assets, net, as
reported in Form 10-K.

We were not engaged to, and did not, conduct an audit, examination or review, the objectives
of which would be the expression of an opinion or limited assurance on the Financial Assurance
Letter. Accordingly, we do not express such an opinion or limited assurance. Had we performed
additional procedures, other matters might have come to our attention that would have been
reported to you.

This report is intended solely for the information and use of the Board of Directors and
management of Sparton Corporation, the State of New Mexico, and the United States

Environmental Protection Agency, and is not intended to and should not be used by anyone
other than these specified parties.

D20 iy L7

September 24, 2013
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Exhibit
Nu~—*-- Description
10.15 Lease Extension and Amendment Agreement dated May 1, 2010 between Sparton Technology,
Inc. and 9621 Coors, L.L.C., guaranteed by Albuquerque Motor Company, Inc., incorporated by
reference from Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed with the SEC
on May 6, 2010.
10.16 Option Agreement dated May 1, 2010 by and between Sparton Technology, Inc. and 9621 Coors,
L.L.C., guaranteed by Albuquerque Motor Company, Inc., incorporated by reference from
Exhibit 10.2 to the Registrant’s Current Report on Form 8-K filed with the SEC on May 6, 2010.
10.17 Unit Purchase Agreement dated November 2, 2012 between Everett Smith Group, Ltd. and
Sparton Onyx, LLC, incorporated by reference from Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K filed with the SEC on November 7, 2012.
21.1* Subsidiaries of Sparton Corporation.
23.1* Consent of BDO USA, LLP.
31.1* Chief Executive Officer certification under Section 302 of the Sarbanes-Oxley Act of 2002.
31.2* Chief Financial Officer certification under Section 302 of the Sarbanes-Oxley Act of 2002.
32.1* Chief Executive Officer and Chief Financial Officer certification pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS** XBRL Instance Document.
101.SCH** XBRL Taxonomy Extension Schema Document.
101.CAL** XBRL Taxonomy Calculation Linkbase Document.
101.DEF** XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB** XBRL Taxonomy Extension Label Linkbase Document.
101.PRE** XBRL Taxonomy Extension Presentation Linkbase Document.
Filed herewith.
Indicates agement contract or compensatory arrangement.
** XBRL (Extensible Business Reporting Language) information is deemed not filed or part of a registration statement or

prospectus for purposes of sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes of
Section 18 of the Securities Exchange Act of 1934, and otherwise is not subject to liability under these sections.
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EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Sparton Corporation
Schaumburg, Illinois

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos.
333-82380, 333-156. 1} and 333-164057) of Sparton Corporation of our reports dated September 3, 2013, relating to
the consolidated financial statements and financial statement schedule, and the effectiveness of Sparton
Corporation’s internal control over financial reporting, which appear in this Form 10-K.

/s/ BDO USA, LLP

Grand Rapids, Michigan
September 3, 2013






EXHIBIT 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Mark Schlei, certify that:
1. I have reviewed this Annual Report on Form 10-K of Sparton Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects ~ financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report; )

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures
to be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
Annual Report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors
(or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: September 3, 2013

/s/ MARK SCHLEI

Mark Schlei

Senior Vice President and
Chief Financial Officer








