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Good afternoon, Mr. Chairman and members of the Budget Section, my name is Jolynne 
Tschetter and I am the Commercialization Manager for the Office of Innovation and 
Entrepreneurship within the North Dakota Department of Commerce. 

I'm here today to report on the annual audits of Centers of Excellence and Centers of Research 
Excellence. 

Centers of Excellence and Centers of Research Excellence Monitoring Report and 
Distribution of the Annual Audit Reports of Centers of Excellence pursuant to Section 15-

69-05(2) and 54-65-03(3) 

Annual Audit Reports 
To save on printed pages, we have condensed the 33 agreed upon procedures reports and 17 
financial audits into a summary document that provides information on all of the findings and 
recommendations included in the reports. A printed and electronic copy of the reports has been 
provided to Legislative Council; please contact Legislative Council or the Department of 
Commerce ifyou'd like copies of any ofthe audit reports. 

The agenda states both Centers of Excellence and Centers of Research Excellence reports will be 
provided. 

The third-party auditors did uncover some findings, mostly administrative in nature. Some of the 
administrative findings were related to the fact that the Centers of Excellence program has some 
differences with other federal programs; such as reporting on a cash-basis versus an accrual 
basis. Some of them were simply clerical errors. 

The Department of Commerce follows up on all errors and findings identified by third-party 
auditors. In all cases, the findings have been or are in the process of being addressed. Any 
errors in reporting are corrected and we utilize the updated information in our reports. 

Monitoring Report 
Statute requires the Centers of Excellence Commission to monitor each centers of excellence 
award for a period of 6 to 10 years. As part of this monitoring, the Commission is to determine 
whether the centers are having the desired economic benefits. The Commission reviews each 
center that has been in existence for at least three full fiscal years. As of the end of the 2013 
fiscal year, 18 centers had reached this milestone. Of these 18 centers, 3 have been released 
from post-award monitoring per N.D.C.C. § 15-69-04. Of the remaining 15 Centers, eight of the 
centers were determined to be on track to have the desired economic benefit. I'll be focusing my 
comments on the status of the seven centers that did not receive this determination. 
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The UND Research Foundation's Center of Excellence in Life Sciences and Advanced 
Technologies was the genesis of the Research Enterprise and Commercialization (REAC) 
Technology Accelerator facility. This facility is for companies that have grown beyond the 
incubator stage, and are approaching a time of rapid growth. It provides a beachhead for tech
based companies to find appropriate laboratory space that will enable them to get established in 
Grand Forks. 

At the time the COE award was made and throughout the construction, the REAC facility was 
projected to be near capacity. However, many of the original tenants outgrew the facility and 
relocated to elsewhere in Grand Forks. UND purchased the facility in the fall of 2013 and has 
hired Kevan Rusk as the Director. Current occupancy of the facility is 56% with additional 
space leased as July 1, 2014 raising the occupancy rate to just over 60%. 

The Center for Passive Therapeutics is a partnership between the UND Research Foundation and 
and Avianax. The Center had two clearly defined deliverables: 1) assist the private sector 
partner to advance its goose egg platform for developing human therapeutics and 2) complete the 
Biosafety Level 3 laboratories within the REAC facility. The Biosafety Level 3 laboratories 
within the REAC facility have been completed and progress has been made to advance the goose 
egg platform for developing human therapeutics. The "needs improvement" assessment by the 
Commission is based on the Center not yet reaching the goals set forth in previous years 
Functional Reviews and long term sustainability of the Center. 

The DSU Institute for Technology and Business run through the Strom Center for 
Entrepreneurship and Innovation has achieved two major deliverables identified in its 
application: 1) assisting Killdeer Mountain Manufacturing implement advanced supply chain 
transparency technology for its operations in North Dakota; and 2) contributing to private sector 
job growth. The Center has been challenged by changes in leadership and considerable 
institutional knowledge was lost and the Center has undergone periods of time without 
leadership resulting in uncertainty about the Center's direction and mission. This has hampered 
the Center's ability to respond to the needs of western North Dakota entrepreneurs and small 
businesses. The current goals of the Center include not only continuing to support the regions 
entrepreneurs and small businesses but to complete a strategic/business plan for the Center. 

The NDSU Center for Biopharmaceutical Research and Production was set up to accelerate the 
discovery and production of biopharmaceuticals and devices. In 2012, Dr. Satish Chandran left 
the Center and relocated to Jupiter, Florida. The Center was moved from under the supervision 
of the VP of Academic Affairs to the VP of Research. The Center currently has no staff and is 
looking for private sector partners. A letter from the Commission, requesting a report within 60 
days on the direction of the Center was sent on May 12, 2014. The purpose of the report is to 
allow the Commission to determine if the Center is still viable or if the award should be 
terminated. 

The NDSU Center for Integrated Electronic Systems has achieved successful project outcomes, 
has engaged new private sector partners and has contributed to job creation. While the early 
results have been encouraging, sustainability of the Center is a concern as it reaches the end of its 
COE funding. 
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The UND Center for Space Technology and Operations was two-fold: 1) to bring an aerospace 
company to North Dakota creating 25 high value jobs and 2) conduct research, using a 
fundamentally new source of data about atmospheric conditions. The private sector partner has 
experienced difficulties in securing financing for the project and has received significant offers 
to locate the data center originally slated for Grand Forks to Europe. The Commission has 
granted a timeline extension to the Center to find additional private sector partners to move the 
Center forward. If the project does not move forward by December 31, 2014, the award will be 
terminated. 

The UND SUNRISE BioProducts Center was designed to invent, develop, and commercialize 
green industrial chemicals, polymers, and fiber composites utilizing crop oils as the primary raw 
material feedstock. The early years of the Center's operation focused on improving the Center's 
base technology. Although technology advancements have been made the technology has not 
yet been licensed. The Center continues to engage with the private sector but has not yet been 
successful in finding a partner able to license the technology. The Center has over $675,000 in 
funds remaining for expenses related to siting a pilot scale facility in North Dakota. The 
Commission has previously decided that these funds will not be disbursed to the center until 
evidence is provided that the establishment of a demonstration facility is imminent. If a 
significant progress isn't made in licensing the technology by December 31, 2014, the award will 
be terminated. 

You have all been provided a copy of the 2013 Center of Excellence Annual Report. This report 
provides an overview of the results from 23 Centers of Excellence, 9 COE Enhancement Grants, 
5 Centers of Research Excellence, 6 Base Realignment Grants and 2 Limited Deployment 
Cooperative Airspace Projects. As of June 30, 2012, $53.4 million in state COE funds had been 
spent by the centers. This $53.4 million in state funds has leveraged over $204 million in non
state funds, a ratio of nearly four-to-one. Overall the activities of the centers and partners have 
resulted in a total economic impact of$691 million. 

Other highlights from the report include: 
• Three Centers were released from the post-award monitoring requirements in statute after 

June 30, 2012 
o BSC National Energy Center of Excellence 
o UND EERC National Center for Hydrogen Technology 
o WSC Petroleum Safety and Technology Center 

• Job creation 
o 270 jobs were created at centers (still reporting) or by their private sector partners 
o At the end of their last reporting period (June 30, 2012): 

• The National Energy Center of Excellence, the National Center for 
Hydrogen Technology and the Petroleum Safety and Technology Center 
had helped create 363 jobs. 

• The Center for Innovation, the NDSU Technology Incubator and the 
NDSU Beef Systems Center had helped create 369 jobs. 

• 98 partners are engaged with the centers 
• 21 businesses have started or significantly expanded within North Dakota 
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In six years, the Centers of Excellence program has made significant progress in growing and 
diversifying North Dakota's economy. It has helped private businesses add jobs in high tech 
fields such as electronics, software development, and unmanned aircraft systems. Ultimately, the 
activities of the centers and their partners have added over half a billion dollars of economic 
activity to our state's economy. 

Mr. Chairman and members of the Budget Section, thank you for allowing me the time to visit 
with you today. That concludes my testimony and I am happy to entertain any questions. 
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Centers of Excellence - Summary of 
Findings from Agreed Upon Procedures 
and Financial Audits for Fiscal Year 2013 

In accordance with NDCC §§ 15-69-05(2) and 54-65-03(3), each Center of Excellence must undergo 

financial audits after two full fiscal years of operation and at the conclusion of expending all award 

funds. Agreed upon procedures engagements are required for years that a center does not have a full 

fiscal audit conducted. The agreed upon procedures are dictated in NDCC §§ 15-69-05(2) and 54-65-

03(3) include the following tasks to be performed by auditors: 

1. Verify disbursed award funds were received by the center or grant recipient; 

2. Determine that interest earned on award proceeds was retained by the center or grant 

recipient; 

3. Review the Matching Cash Contributions, Matching Contributions in Lieu of Cash (Cash 

Reserved), and Matching In-Kind Contributions reported in the Functional Review and trace 

them to supporting documentation and/or accounting records; 

4. Verify compliance the Centers of Excellence program matching funds requirements: 

5. Review the Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash (Cash 

Reserved), and Leveraged In-Kind Contributions reported in the Functional Review and trace 

them to supporting documentation and/or accounting records; 

6. Review the private-sector and private-sector equivalent job creation reported in the Functional 

Review and trace each position to supporting documentation. Verify that each job meets the 

qualifying criteria identified in the Functional Review: 

7. Review a sample of expenditures to verify compliance the NDCC 15-69-05.1 (use of funds); 

8. Review a sample of expenditures to verify expenses were approved, supported with 

documentation, and spent according to the scope identified in the application for funding; 

9. Verify a sample of labor charged to the grant and trace it to supporting effort-reporting 

documentation; 

10. Review the center's or grant recipient's actual expenditures of award funds and compare them 

to the center's or grant recipient's application budget, including documentation explaining any 

material differences; 

Page 11 



11. Verify the center or grant recipient complied with the timeline as provided under the center's 

or grant recipient's application and any authorized revisions; 

12. Verify the center or grant recipient complied with the scope of activities as provided under the 

center's or grant recipient's application and any authorized revisions. 

What follows is a summary of the results from the agreed upon procedures engagements and fiscal 

audits that were conducted for the Centers of Excellence and Centers of Excellence Enhancement Grants 

that had been funded prior to June 30, 2011. 

Centers of Excellence 

NDSU Center for Advanced Electronics Design and Manufacturing 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

LRSC Dakota Precision Ag Center 

Agreed Upon Procedures 
Brady Martz performed the third-party review. The following finding was identified: 

Finding 1: We noted that ofthe $217,779 Matching Cash Contributions reported on the Functional 

Review, only $217,212 could be traced to appropriate supporting documentation. The $51,380 of 

Matching In-kind Contributions and the $2,990,355 of pledged Matching Cash reported on the 

Functional Review were traced to supporting documentation. 

Center Response: We concur with the finding listed above. Management will extensively review the 

data required in the Functional to ensure the appropriate information is proved and entered correctly 

for all future reporting. 

Commerce Response: The center has submitted a revised functional review reflecting the amount of 

Centers of Excellence funds actually received during the reporting timeframe. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of the center's financials that included both 

awards to the Center. No negative findings or questioned expenditures were identified. This is the final 

financial audit of the Center as all Centers of Excellence funds have been expended. 
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NDSU Center for Surface Protection 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

NDSU Center of Excellence for Agbiotechnology: Oilseed Development 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

UND Unmanned Aircraft Systems Center of Excellence 

Agreed Upon Procedures 
Brady Martz performed the third-party review. No negative findings or questioned expenditures were 

identified. 

DSU Strom Center for Entrepreneurship and Innovation - Institute for 
Technology and Business 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. The following 

findings were identified: 

Finding 1: Of twenty-five expenditures tested for this grant, one expenditure totaling $207.72 to 

Dickinson State University for mileage was undocumented and did not have proper approval. Per the 

2011 version ofthe N.D.C.C §15-69-05, "a center awarded funds under this chapter may not use the 

funds for infrastructure, to supplant funding for current operations or academic instructions, or to pay 

indirect costs." The College is not maintaining proper controls for determining allowable costs under 

this grant. 

We recommend the College maintain adequate documentation for all expenditures charged to the grant 

and verify all expenditures are properly approved. 

Center Response: The Dickinson State University Center of Excellence agrees with the 

recommendation. DSU does maintain a sign-out book in each state fleet vehicle. The person utilizing 

the vehicle enters in the mileage in and mileage upon return, the department being charged, and the 

name of the driver. The sign-out book is the support for the transaction as the mileage charges are 

calculated based upon the miles driven times the amount per mile for the vehicle. At the end of each 

month, total mileage charges are uploaded into PeopleSoft by fund, department, and account based 

upon the date from the sign-out sheets. DSU will work to ensure that all the relevant data is provided 
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on the sign-out sheet so the transactions are recorded in the proper fund, department, and account 

code. 

Commerce Response: The center has submitted a revised functional review not including the 

questioned expenditure. 

The results of the agreed upon procedures and financial audit engagement provide confidence that 

expenditures of award funds during the stated time period were appropriate. It should be noted, 

however, that the auditors tested a sampling of expenditures and did not perform an exhaustive review 

of all expenditures. 

UND Research Foundation Center of Excellence in Life Sciences and 
Advanced Technologies 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings were identified. 

NDSU Center for Biopharmaceutical Research and Production 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

NDSU Center for Integrated Electronic Systems 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

NDSU Center Sensors, Communications, & Control 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

Financial Audit 
Eide Bailly, LLP performed a financial audit of all COE award funds. No negative findings or questioned 

expenditures were identified. 
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UND Research Foundation Center of Excellence for Passive Therapeutics 

Agreed Upon Procedures 
Baker Tilly Virchow Krause, LLP performed the third-party review. No negative findings were identified. 

Financial Audit 
Baker Tilly Virchow Krause, LLP performed the third-party review. The following findings were 

identified: 

Finding 1: During the course of the Foundation's financial audit, an adjusting journal entry was identified 

that was material to the financial statements. The adjusting journal entry had no impact on the Center 

of Excellence In Passive Therapeutics grant program. 

Center Response: In preparation of the sale of assets, there was a significant difference between an 

appraisal value and the book value. This was a very unusual year-end entry that required guidance in 

determing and preparing. It is highly unlikely that this situation will occur in the future. 

Finding 2: The UNDRF operates its accounting and reporting function with a limited number of 

individuals which precludes a proper segregation of duties over receipts, payroll, disbursements, and 

financial reporting. The UNDRF has several compensating controls in place to address the lack of 

segregation of duties; however, they are not sufficient to eliminate the risk of misstatement. 

Center Response: Current management is aware that the limited number of individuals is not desirable 

from an internal control point of view. However, the current management is mitigating internal control 

concerns to the extent possible with the small number of staff available. 

Commerce Response to Findings 1 & 2: Due to budgetary constraints, the UNDRF is forced to operate 

with a lean staff. The weakness in internal control over financial reporting is a direct result of operating. 

with too lean of a staff. 

UND Center of Excellence in Space Technology and Operations 

Agreed Upon Procedures 
Brady, Martz & Associates performed the third-party review. No negative findings were identified. 

UND Petroleum Research, Education, and Entrepreneurship Center of 
Excellence 

Agreed Upon Procedures 
Brady, Martz & Associates performed the third-party review. 

Finding 1: The Functional Review reported an award distributed of $1,891,830 but the amount received 

was actually $1,889,631. This resulted in the cumulative amount disbursed to the Center to be 
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incorrectly reported as $3,002,199 but should have only been $3,000,000. One finding was noted. The 

center reported in its functional review a $68,524 matching contribution that cannot be considered due 

to the source of funding. 

Center Response: We concur with the findings concerning the amount of award disbursed to the Center 

listed in the Functional Review. PREEC will thoroughly review data entered in the Functional Review to 

ensure information is correct and accurate and all reporting requirements have been met. UND will 

correct the amount disbursed section of the Functional Review and resubmit the full report to the North 

Dakota Department of Commerce. 

Finding 2: The Center reported $28,898 of a UND Faculty salary match. This should not have been 

reported as this faculty amount paid was done with departmental funds. 

Center Response: We concur with the findings concerning the UND Faculty salary match reported in the 

Functional Review. PREEC will extensively review the data required in the Functional Review to ensure 

the appropriate information is provided and entered correctly for all future reporting. UND will correct 

the matching funds section of the Functional Review and submit the full report to the North Dakota 

Department of Commerce. 

Finding 3: One instance was noted where labor charged to the Center was not supported by proper 

effort-reporting documentation resulting in an inability to trace all expenditures in our sample to effort

reporting documentation. 

Center Response: We concur with the finding concerning the effort-reporting documentation. While 

this employee was appropriately paid from PREEC funds, the official payroll documents could not be 

found. Dr. Will Gosnold has provided a written explanation for the employee's salary, which will be kept 

on file. We will communicate the importance of completing proper effort-reporting documentation and 

maintaining that documentation on file to the Center staff. 

Commerce Response to Findings 1, 2 &3: A corrected Functional Review has been submitted to the 

Department of Commerce. 

UND SUNRISE BioProducts Center of Excellence for Chemicals, Polymers, 
and Composites from Crop Oils 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings were identified. 

DCB Entrepreneurial Center for Horticulture 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings were identified. 
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Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

NDSU Center for Advanced Technology Development and 
Commercialization 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

Financial Audit 
Eide Bailly, LLP performed a financial audit of all COE award funds. No negative findings or questioned 

expenditures were identified. 
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Center of Excellence - no longer reporting 

BSC National Energy Center of Excellence 
The BSC National Energy Center of Excellence was released from post-award monitoring by the Centers 

of Excellence Commission as per N.D.C.C. § 15-69-04. 

UND - EERC National Center for Hydrogen Technology 
The UND- EERC National Center for Hydrogen Technology was released from post-award monitoring by 

the Centers of Excellence Commission as per N.D.C.C. § 15-69-04. 

VCSU Enterprise University 
The VCSU Enterprise University was closed and unspent funds of $200,545.51 were returned to the 

General Fund in December of 2011. 

WSC Petroleum Safety and Technology Center 
The WSC Petroleum Safety and Technology Center was released from post-award monitoring by the 

Centers of Excellence Commission as per N.D.C.C. § 15-69-04. 
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COE Enhancement 

UND Center for UAS Research, Education and Training Enhancement 
Grant 

Agreed Upon Procedures 
Brady Martz performed the third-party review. No negative findings were identified. 

UND UAS Software and Curriculum Development 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings were noted. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

UND Law Enforcement and Public Safety Agency Small UAS Course 

Agreed Upon Procedures 
Brady, Martz & Associates, P .C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

UND Center for Innovation Foundation - V2 Aerospace Technical 
Assistance Request 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

NDSU Materials and Nanotechnology Center 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 
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Financial Audit 
Eide Bailly, LLP performed a financial audit of all COE award funds. No negative findings or questioned 

expenditures were identified. 

UND GFAFB Realignment Business Transition 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. 

Finding 1: Leveraged Cash Contributions were incorrectly stated in the Functional Review 

Center Response: We concur with the findings concerning the Leveraged Cash Contribution amounts 

listed in the Functional Review. GFAFB Realignment will thoroughly review data entered in the 

Functional Review to ensure information is correct and accurate and all reporting requirements have 

been met. 

Commerce Response: A corrected Functional Review has been submitted to the Department of 

Commerce. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE funds disbursed to date. No 

negative findings or questioned expenditures were identified. 

NDSU Research 1 Expansion 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

Financial Audit 
Eide Bailly, LLP performed a financial audit of all COE award funds. No negative findings or questioned 

expenditures were identified. 

UND Center for Innovation Foundation - Certificate Programs for Full 
Motion Video and Activity-Based Intelligence Analysis 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 
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Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

UND North Dakota UAS Airspace Initiative 
Included as part of the UNO- Airspace Integration Team- UAS National Test Site in Monitoring Report. 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings were noted. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

Center of Research Excellence 

NDSU Center for Life Sciences Research and Applications 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

NDSU Center for Technologically Innovative Products and Processes 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

UND Center for Avian Therapeutics for Infectious Disease 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. 

Finding 1: The Center could not provide supporting documentation substantiating the wages and 

benefits amounts reported in the Functional Review for private sector job creation. 

Center Response: We concur with the findings concerning the jobs reported in the Functional Review. 

The Avian Therapeutics for Infectious Diseases Center of Excellence will thoroughly review data entered 

in the Functional Review to ensure information is correct and all reporting requirements have been met. 

Page Ill 



Commerce Response: A corrected Functional Review has been submitted to the Department of 

Commerce. 
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Cooperative Airspace Projects 

UND Limited Deployment Cooperative Airspace Project 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

9r questioned expenditures were identified. 

NDSU Limited Deployment Cooperative Airspace Project 

Agreed Upon Procedures 
Eide Bailly, LLP performed the third-party review. No negative findings were identified. 

Financial Audit 
Eide Bailly, LLP performed a financial audit of all COE award funds. No negative findings or questioned 

expenditures were identified. 
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CORE Base Realignment 

UND Global Hawk Sensor Operator Part Task Trainer 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

UND Center for Innovation Foundation - Joint Distributed Common 
Ground System 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

UND North Dakota UAS Airspace Initiative (Phase 2) 
Included as part of the UNO- Airspace Integration Team- UAS National Test Site in Monitoring Report. 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. No negative findings or questioned 

expenditures were identified. 

Financial Audit 
Brady, Martz & Associates, P.C. performed a financial audit of all COE award funds. No negative findings 

or questioned expenditures were identified. 

UND Airspace Integration Team - UAS National Test Site 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. The following findings were identified: 

Finding 1: Leveraged in-kind contributions reported in the Functional Review included UNO funds. 

Center Response: We concur with the findings concerning the UNO leveraged in-kind contributions 

received as reported in the Functional Review. UNO Airspace Integration Team will extensively review 

the data required I the Functional Review to ensure the appropriate information is provided and entered 
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correctly for all future reporting. UND will correct the leveraged funds section of the Functional Review 

and resubmit the full report to the North Dakota Department of Commerce. 

Finding 2: One job created was incorrectly reported in the Functional Review as this position is fully 

funded by state funds. 

Center Response: Agree. Management will extensively review the data required in the functional 

review to ensure the appropriate information is provided and entered correctly for all future reporting. 

Commerce Response to Findings 1&2: A corrected Functional Review has been submitted to the 

Department of Commerce. 

UND Center for Innovation Foundation- Enhanced Use Lease for Grand 
Forks Air Force Base III 

Agreed Upon Procedures 
Brady, Martz & Associates, P.C. performed the third-party review. 

Page 115 



Centers of Excellence - Monitoring Report 

for Fiscal Year Ending June 30, 2013 

The Centers of Excellence policies state that "On an annual basis, the Department of Commerce shall draft a 

Monitoring Report which assesses applicable centers' progress toward the major expected results identified in 

their respective applications. Findings identified through the post-award monitoring process shall also be noted 

in the Monitoring Report." The monitoring reports are presented to the Centers of Excellence Commission for 

review. After the third fiscal year of operation and every year thereafter, the Commission shall determine 

whether the Center is having the economic impact projected in its application. 

Centers of Excellence 

NDSU - Center for Advanced Electronics Design & Manufacturing 

Approved by Budget Section: 
Launch Date: 

Years in Operation: 7 
Amount Awarded: $3,000,000 
Amount Disbursed: $3,000,000 
Amount Spent: $2,630A45 

12/15/2005 
February 2006 

Anticipated Match: 

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

Add at least one new private sector partner. 
Expand the partnership with Starkey Labs 
Pursue opportunities in the UAS industry. 

$9,500,000 Predicted Jobs NA 

$11,710,011 Center 2 
$2,689,937 Private Sector 4 

$14,399,948 Total 6 

partners were added 

Numerous meetings have been held with 
companies including Northrop Grumman, BAE 

------------------ --- ----·--------·-------·------------- ------- ----··--- ~y~~~~?!.~.!:!~~~~~.':".-~llf~!l!~-~: ... _____ ----------------
Update the sustainability plan considering impacts of IRS 
Private Business Use limitations within the R2 building due 
to tax exempt bond financing 

I CAEDM projects currently are falling within the 
I limitations on Private Business Use. 

Notes 2013 
AUP No findings 
Audit NA 
Conclusions Center impacted by limitations within the private sector. UAS appears to be 

P!~f!!.i~i!:!!5.i!:!~~?!!Y: ··--- _ .................................................................................................... ·······························--
Commission Assessment 

2012-2013 Monitoring Report COE Enhancement Grants 



LRSC - Dakota Precision Ag Center 

Approved by Budget Section: 12/15/2005 Award 1 
10/30/2007 Award 2 

Launch Date: February 2006 

Years in Operation: 7/3 Anticipated Match: 

Amount Awarded: $850,000 PS Matching Funds: 
Amount Disbursed: $850,000 Leveraged Funds: 

Amount Spent: $850,000 Total Funds Received: 

Expected Major Results 2013 

$1,691,285 Predicted Jobs 

$1,691,285 Center 
$522,882 Private Sector 

$2,214,167 Total 

Develop and test new educational consulting tools I Working with the private sector to include access to 
I education modules with equipment purchases 

34 
0 
7 
7 

Addition of new federal and private resources I Classes are currently full and more students are expected 
available to the DCTOA I to enroll next year. 

-··---------~----------------···---·--·~-~---~---···----~-~----·-t-·····--··~-----·----·-·------·---·---··--······-·--... ---·-·----·--·--·-·-----·-·--·-····-··---
Addition of consulting and educational capacity ! An AAS in Farm Business Management with a Specialty in 
for the DCTOA I Precision Agriculture is now available 

--Fa-il~i~a-te-at~;ed~-h;;sesi~;-;:v-n:;a;:;~~e~ariabie ____ Toe~ii;:;-;;i-sl~;-;:y~;:;]ecti;;;:;--r-;-;;lba-r=-c;;~·piet;d ______________ _ 
rate applicator capable of site-specific manure ! Design of towed hose slurry cart- Completed 
management J Fabricate slurry injection tool bar- Completed 

J Fabricate slurry cart- Incomplete 
Design micro-level high resolution aerial stereo 
imagery with LIDAR elevation mapping. 

I Remote sensing images were used to create prescriptions 
I maps, variable rate fertilizer applications, and yield 
J mapping. Overall, there is a potential savings of 10-15% in 
I fertilizer costs using variable rate application. 

oesign--a-nd_p_r~g~am--a~t~~ated.dat-a~p,;;ading roe~ei;;pii~m;a~e75;;fi;a~eiiei~Ttest-=-s~hed~ie~i-i;;~~=a-iT 
from controllers and soil sensors to verify that J 2013 through Spring 2014 
slurry application time, rate and outcome can I Develop data lookup tables for P & N- scheduled for 
occur independent of equipment operator controi.J Winter 2014 

Implement an answer farm 2-year trial to assess I Field test tool bar agronomic characteristics and modify as 
the performance of towed-hose site-specific i necessary- Partially complete work will continue through 

m_anure application a~~_ma_nag~~ent ·-·········-····-·-··-··········-······-···+'·· __ S _____ U.f!l!!ler~g~-~---················ ................ _ _ _ ___ .. 
Create an educational tool operating inane- Develop DPAC lnjecta-Till Operator Handbook- scheduled 
college environment so that livestock producers for Fall 2013 
can learn of the advantages of site-specific 
manure. 

Creation of a locus for the design, development, 
manufacture, and marketing of high-tech 
precision agricultural products 

Explore Intellectual Property protection and 
develop license 

Notes 2013 

i Incomplete 

I Scheduled Fall 2013 through Spring 2014 

AUP , Finding 1: Only $217,212 of $217,779 ofthe Matching Cash Contributions listed in the 
I Functional Review could be traced to appropriate supporting documentation. 
I Center Response: We concur with the finding listed above. 
· Commerce Response: A revised functional review has been received from the Ce~ter w~!!!_ 
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Audit 
Conclusions 

all the finding addressed. 
No derogatory findings or questioned expenditures were identified 
The Center has made great strides forward since its inception. The work on the slurry 
manure variable rate applicator has been slower than initially anticipated but the Center 
has been careful to solicit input from farmers to minimize any necessary design changes 

·----------------- ---·-- .P..<?.?.!_er:.~-~_9.:J?_n..:... -·-----------··-------·-------·----·-----------------------·-··------------------·· 
Commission 

Meets Expectations 
Assessment 
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NDSU - Center for Surface Protection 

Approved by Budget Section: 3/8/2006 Award 1 
10/30/2007 Award 2 

Launch Date: May 2006 

Years in Operation: 7/3 Anticipated Match: $8,000,000 Predicted Jobs 80 

Amount Awarded: $4,000,000 PS Matching Funds: $8,087,133 Center 7 
Amount Disbursed: $4,000,000 Leveraged Funds: $1,175,833 Private Sector 41 

Amount Spent: $3,708,541 Total Funds Received: $9,262,966 Total 11 
1Earlier center efforts were credited by Marvin Windows & Doors with helping to retain the company's ND 

workforce 

Expected Major Results 
Successful project outcomes for 
private sector partners and the 
center resulting in intellectual 
property and new products. 

Leverage funds to advance CSP's 
ability to engage new partners 
and continue efforts with 

-~!:'i.~!i!:!~-p~_'!!:!_':E~: _________________ _ 
Successful business 
development efforts leading to 
self-sustainability 

Seek opportunities for federally
funded corrosion and coatings 
research. 

Notes 2013 
AUP 

Audit 

2013 
Successful project outcomes have been achieved for the following partners: 
Marvin Windows and Doors, Akzo-Nobel Aerospace Coatings, Arkema, 
Bobcat, Technology Applications Group (TAG), Triton Systems, INVISTA, 
Caterpillar (formerly Gremada Industries), Caterpillar Remanufacturing 
Drivetrain, LLC, CertainTeed, lntegenX, PPG Industries, SpageAge Synthetics 
and USCAR. 
As of June 30, 2013, additional projects were underway with SpageAge 
Synthetics, PPG Industries, and Triton Systems. 
As of June 30, 2013, the Center has received over $9.2 million in matching 
and other leveraged funds while spending $3.7 million in Centers of 
Excellence award funds. Ratio of external funds received to award funds is 
2.5:1. 
CSP personnel engaged in discussions with oil and gas companies that are 
evaluating the possibility to start joint projects. 
CSP actively continues to engage potential new partners. 
CSP performed new projects with several established partners ofthe Center 
(e.g. PPG, lnvista and TAG). 
CSP continuously seek opportunities for federally-funded corrosion and 
coatings research and as submitted funding proposals to the National 
Science Foundation and US Department of Energy during the reporting 
period. 

Conclusions The Center continues to grow its capabilities and areas of expertise. It also continues to engage 
with the private sector continually searching for sustainability partners across many industry 
sectors. 

Commission 
Assessment 

Meets Expectations 
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NDSU - Center for Agbiotechnology: Oilseed Development 

Approved by Budget Section: 3/8/2006 Award 1 
10/30/2007 Award 2 

Launch Date: May 2006 

Years in Operation: 7/4 Anticipated Match: 

Amount Awarded: $3,500,000 PS Matching Funds: 
Amount Disbursed: $3,500,000 Leveraged Funds: 

Amount Spent: $3,188,956 Total Funds Received: 

$12,000,000 

$12,000,000 
0 

$12,000,000 

Predicted Jobs 160 

Center 2.75 
Private Sector 0 

Total 2.75 

Evaluate canola germ plasm for adaptation, agronomic field trails in North Dakota and 
performance, and oil quality and quantity 
Lines possessing high oil content that also improve biodiesel Research on going but switch has been to 
production efficiency will be evaluated as "new" crops for North hybrids which have replaced open 
Dakota producers. . pollinated lines. 

--6e·r-mpla-sm-;illb'e-a~aila-ble-tor-relea_s.ein-2-~4-vea r~--- -------- ---------rH-vb~idlines-a;e-i-;;f:ield-i~ials-b~t wo-n-;iil--e 

Notes 
AUP 
Audit 

Conclusions 

Commission 
Assessment 

I ready for release for several years. 

2013 
No Findings 

NA 

The Center continues to advance its efforts to develop Canola varieties adapted for growth in 
North Dakota. Work has been started on hybrid lines with several candidates undergoing field 
trials. ND had 1.3 million acres planted in Canola in 2012 up from 860,000 the year before. 

Meets Expectations 
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UNO - Unmanned Aircraft Systems Center of Excellence 

Approved by Budget Section: 3/8/2006 
10/30/2007 

Launch Date: May 2006 

Award 1 
Award 2 

Years in Operation: 7/5 Anticipated Match: $7,200,000 Predicted Jobs 50 

Amount Awarded: $2,500,000 PS Matching Funds: $14,548,990 Center 4 
Amount Disbursed: $2,500,000 Leveraged Funds: $2,638,062 Private Sector 0 

Amount Spent: $2,500,000 Total Funds Received: $17,187,052 Total 4 

Expected Major Results 2013 
UAS pilot qualifications defined and UAS pilot standards 4-year UAS Undergraduate Degree approved and 
developed for the FAA. in place with 30 graduates and 120 enrolled in 

the degree program 
---------·--····-·-··--···--·---···----------··--·-·------------------------·---····--·-·-···---·---·-···-----------·---····---·----·-··--·-·-·-·-·--··--···-···-

Federal and private grant funding received for human ON GOING 
factors research to ensure safe UAS flights. 

----~--~ .. ~--~---: ...... ..:.. .. c..~.~--..... : ... _, ______________________________ -"' .. ----.. ·-·-----··""''"" ____ ._ .................. -+---------------------.. ·-----------""""-""'""'""'"'-"'"'-""''"'"""''""-""'"'""'"""'"""'''"''' ___ , _________ _ 
Research-based flight curricula developed by UNO and Undergraduate unmanned aircraft systems 
marketed to the UAS industry.. operations degree has 30 graduates and 120 

currently enrolled in the program. 
UAS Training Center at Grand Forks AFB opened 
August 10, 2011- CBP completed a 9-month 
MOU March 2013 to conduct recurrent pilot 

----------------------........... __________ ......... ____________________________ .. ________________________ .. _________________ !'.:_~-~-~n-~----------------·----------------------·---·-···-·----------------------------
Other UAS-related business units expanded to the Grand ON GOING according to a Grand Forks Economic 
Forks area. Development Corporation report 180 UAS 

related jobs have been created in the Greater 
Grand Forks area. 

Leverage funding from the Department of Defense, U.S. Air 
Force, Lockheed Martin, Raytheon, FAA, and the National 
Institute of Health. 

ON GOING DoD awarded $5.48 M to collaborate 
with AFRL to evaluate 
new innovative UAS pilot and sensor operator 

--------·--·--·-··-·--· .. -------------·---·····--···-----------------·------···--; ... t ___ e ___ a_c ___ h _____ i __ n ___ ,g, __ t_e .. _c __ h ___ .. n ___ i_g__l:!~~----------------------.. --- .. ___ _ ________ _ 
Establish training methods and materials for pilots and set 
standards for ground-based cockpit information delivery as 
well as UAS flight and payload control design, potentially 
resulting in the commercialization of these techniques. 

2013 Monitoring Report Centers of Excellence 

1. Create a world-class MQ-1/9 pilot and sensor 
operator training program-
COMPLETE- UND/L3 UAS Training Center at 
Grand Forks AFB opened on August 10, 2011 
ON GOING -actively seeking customers- CBP 
completed a 9- month MOU for recurrent pilot 
training in March 2013 
ON GOING- purchase MQ-1/9 Part Task Trainers 
to supplement the PMATS 
ON GOING- establish a Global Hawk Sensor 
Operator training program at Grand Forks AFB 
ON GOING- develop an international UAS 
training program 
2. Develop MQ-1/9 Computer Based Training 
(CBT) to support a pilot and sensor operator 
training program NLT January 2011- COMPLETE 
course delivered on June 30, 2012 

6 



Notes 
AUP 

Audit 

Conclusions 

Commission 
Assessment 

2013 Monitoring Report 

2013 
I No Findings 

NA 

3. Develop an MQ-1/9 instructor course for pilots 
and sensor operator instructors NLT January 
2012- ON GOING- UND UAS COE has four (4) 
instructor pilots in training in support of AFRL 

The Center is continuing to grow and add capabilities in the areas of research, training 
and education. 
Update: North Dakota was designated as one of the FAAs six UAS test sites. 

Meets expectations 
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DSU Strom Center for Entrepreneurship & Rural Revitalization - Institute for 
Technology & Business 

Approved by Budget Section: 6/4/2006 
Launch Date: October 2006 

Years in Operation: 6 Anticipated Match: $2,981,442 Predicted Jobs 80 

Amount Awarded: $1,150,000 PS Matching Funds: $4,321,106 Center 0 
Amount Disbursed: $1,150,000 Leveraged Funds: $858,366 Private Sector 95 

Amount Spent: $1,150,000 Total Funds Received: $5,204,972 Total 95 

2013 Expected Major Results 
Goal #1: Strom Center 
Mission and Vision 

I Update the Center's Strategic/Business Plan: In progress. 

Goal #2: Technical 
Assistance: Technology: 
BizMap Kiosk Pilot 

Goal #3: Technical 
Assistance: Child Care 
Initiative 

Goal #4: Art 
Entrepreneurship: 
Department of Fine and 
Performing Arts 

2013 Monitoring Report 

Update the Center's Logo/Branding: utilizing the DSU "D" more to link back to 
the university Currently on hold 
Develop a program Marketing Plan: Increased collaboration with DSU University 
Relations who is providing supports to the Center with marketing. 
Develop marketing materials: On going. 
Re-launch Strom Center: This will also occur after the Strategic Plan and branding 
are updated. 
Electronic repository resource for small business development, entrepreneurship. 

I Business Directory: This effort has been delayed until the coming year. 
Technical assistance: Staffing is now in place at the Center to implement this 
support. The permanent staff person was hired in August 2013. 
Increased market share through technology marketing 
Monitor and interpret traffic counts to guide ongoing utilization of technology 
marketing for small businesses 
Revenue generation (Fee based BizMap advertising): Delayed as above. 
Proposed is Phase II -evaluation and implementation (limited): Delayed as 
above. 

Child Care Developers Guide: A Child Care Developers Guide was created and 
distributed by Stark Development. The Center has established a working 
relationship with CCR&R to develop solutions to support creation or expansion of 
Child Care facilities in the region. 
Response Team: No formal response team has been established. 
Business Planning: The Center continues to provide business planning and 
technical assistance to providers through the Center's SBDC program. 
Digital Photography Art Shops-Jan/Feb 2013: Digital Photography for Business
a series of trainings for area artists was held at the Strom Center during 
January/February. A total of 13 small businesses/artists participated. The event 
was taught by Marilyn Lee, Dickinson State University Art Professor. 
Technical Assistance-Arts Center Feasibility Study/Business Plan: The feasibility 
study is completed and was presented to the community and committee in 
August 2013. Next steps are being identified to formalize the committee into an 
operating board to direct and guide the Dickinson Arts Movement. Continued 
promotion ofthe now annual ArtUp event compliments the resources improving 
technical assistance to area art entrepreneurs. 
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Goal #5: Economy at a 
Glance 

Capture and report key economic indicators in the 19 Oil & Gas Producing 
Counties: While the information proposed through this effort would be valuable, 
the effort was not funded in the transition grant from the Bush Foundation 
(WNDEP). The team continues to explore other partners for this effort and 
continues to try to find resources to help offset the cost of delivery. What has 
become known is the depth of information to search out for these localized 
reports is time consuming and erratically available. 

Notes 
AUP 

Audit 

2013 

Western North Dakota Energy Project Outreach: The Western North Dakota 
Energy Project concluded its first phase in June 2013. An extension grant 
application was funneled through the new Bush Foundation grant program 
"Community Involvement" and did not fit the program funding guidelines. 
Recognizing the importance and impact of this work the Bush Foundation is 
awarding the project additional transition funds until other resources become 
known. This work has become important in leading the economic data resources 
available for the region- interpreting them where possible and providing best 
practices. All efforts have had impact on leadership in all levels of government 
(local, regional, state, federal). 
Dissemination of resources created through initial project efforts. Evidence of 
utilization of the web based materials show increased resourcing of the on-line 
data. No data is gathered for the number of contacts through printed and 
electronically shared materials. Total views for the Lynn Helm's Webinars were 
422 views in March 2013 gaining to 754 views in August 2013. Boomtown 
webinars report 1073 views in March 2013 gaining to 1307 in August 2013. 
Individual county webinar views were 510 in March 2013 gaining to 727 in August 
2013. 

Finding 1: Oftwenty-five expenditures tested for this grant, one expenditure totaling $207.72 to 
Dickinson State University for mileage was undocumented and did not have proper approval. 
Per the 2011 version of the N.D.C.C §15-69-05, "a center awarded funds under this chapter may 
not use the funds for infrastructure, to supplant funding for current operations or academic 
instructions, or to pay indirect costs." The College is not maintaining proper controls for 
determining allowable costs under this grant. 

We recommend the College maintain adequate documentation for all expenditures charged to 
the grant and verify all expenditures are properly approved. 

Center Response: The Dickinson State University Center of Excellence agrees with the 
recommendation. DSU does maintain a sign-out book in each state fleet vehicle. The person 
utilizing the vehicle enters in the mileage in and mileage upon return, the department being 
charged, and the name of the driver. The sign-out book is the support for the transaction as the 
mileage charges are calculated based upon the miles driven times the amount per mile for the 
vehicle. At the end of each month, total mileage charges are uploaded into PeopleSoft by fund, 
department, and account based upon the date from the sign-out sheets. DSU will work to 
ensure that all the relevant data is provided on the sign-out sheet so the transactions are 
recorded in the proper fund, department, and account code. 

Commerce Response: The center has submitted a revised functional review not including the 
questioned expenditure. 
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Conclusions Strom Center appears to still be struggling. Plans are underway to re-launch the Center after 
strate ic plannin and a re-branding effort have been completed. 
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UND Research Foundation - Center of Excellence in Life Sciences and Advanced 
Technology 

Approved by Budget Section: 3/8/2006 
Launch Date: March 2007 

Years in Operation: 6 Anticipated Match: $10,100,0001 Predicted Jobs 100 

Amount Awarded: $3,500,000 PS Matching Funds: $2,643,979 Center 0.5 
Amount Disbursed: $3,500,000 Leveraged Funds: $1,361,286 Private Sector 12 

Amount Spent: $3,500,000 Total Funds Received: $4,005,265 Total 12.5 
1Borrowed funds were originally counted as match received .. Borrowed funds are no longer counted as match 
received. This change took effect after FY2011. Lease revenue generated from private sector tenants is now 
considered match 

Expected Major 
Results 
Achieve 80% occupancy 
rate within two years of 
completing the facility. 

Establishment of joint 
ventures and spin-off 

Notes 2013 
AUP 

Audit 

2013 
I The net loss for FY2013 was two tenants. LM Wind Power Services vacated its office 
I 
1 space when its lease expired in April, 2013; the services division was moved back to 
I the LM Wind Power plan in the Grand Forks Industrial Park. Advanced Engineering 
j Materials Center (AEMC} vacated its office and laboratory spaces in May, 2013; for 
Jlack of continued grant/award funding. Remaining and current tenants (as of June 
j 30, 2013) are Avianax, LLC, NovaDigm Therapeutics, and Next Healthcare, Inc. 
I An agreement between the University of North Dakota and the UND Research 
J Foundation was entered into on July 1, 2012, for the purpose of formalizing the 
1 relationship between the two entities and setting forth the manner in which each 
I entity would provide support to the other. Also, a Memorandum Agreement was 
I entered into by the University of North Dakota and the UND Research Foundation 

on July 1, 2012, for the purpose of providing and receiving financial support to 
permit UNDRF's continued ownership and operation of REACl, and to assure 
appropriate facilities management of the building. 
Through networks, and organizational and personal contacts, the specialty labs and 
office spaces are announced as open and available for immediate leasing. 
On July 23, 2013, the UND Research Foundation Board of Directors voted to accept 
the University of North Dakota's offer to purchase the Foundation's building, 
including all furniture, fixtures, and personal property, for a total price of 
$9,800,000.00, contingent upon verification and review of an appraisal report, 
approval from the North Dakota Attorney General's office and UND securing 
acceptable financing. The sale to UND is expected to occur in September, 2013. 

Conclusions Building was purchased by UND and a full time director was hired. 
Occupancy continues to be an issue. Last figures heard related to occupancy was in the range of 

2013 Monitoring Report Centers of Excellence 11 



Commission 
Assessment 

Needs Improvement 

2013 Monitoring Report 

currently a topic of discussion in the Government Finance Interim 
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NDSU - Center for Biopharmaceutical Research & Production 

Approved by Budget Section: 9/25/2008 Award 1 
Award 2 5/2012 

Launch Date: June 2009 

Years in Operation: 4/<1 Anticipated Match: 

Amount Awarded: $5,015,000 PS Matching Funds: 
Amount Disbursed: $2,366,000 Leveraged Funds: 

Amount Spent: $2,000,000 Total Funds Received: 

Expected Major Results 
The center will recruit and hire an accomplished, nationally 
recognized and high-profile "star scientist" with extensive 
biopharmaceutical and vaccine-related R&D expertise and 
experience to accelerate the discovery and production of 
biopharmaceuticals. 

$11,370,000 Predicted Jobs 0 
$5,390,606 Center 0 
$871,659 Private Sector 0 

$6,262,265 Total 0 

2013 
Dr. Chandran left the Center and was replaced 
by Dr. Keith Murphy and the Center moved 
from under the supervision of the office of the 
VP of Academic Affairs to the office of the VP 
of Research. 
Dr. Murphy was subsequently removed from 
his position as Assoc VP of of Biologics and 
Biomedical Outreach. 
Oversight of the Center was ultimately given 
to Dennis Anderson, Assoc VP of Business 

-c-------+--Q~~~!?J>_!!'J_e:~!-~~-§-~y~~~-~~~!-~-~JatiO~--~--cc 
--Th~-~-~~-te~-i~-~~P~-~t~d-to_b_ecf~licy-~-;:;ff~d-~~dcf-u;:;-C:tio~i~g-byJul · The Center currently has no staff. 

2009. 
The center will provide opportunities for NDSU and its partners to 
generate intellectual property with high potential for 
commercialization. 

The Center currently has no private sector 
partners 

Notes 
AUP 
Audit 

Conclusions 

Commission 
Assessment 

Center is currently being reassessed by NDSU as to the direction it will take moving forward. 
Update: On June 3, 2014, the Commission approved a motion to inform the Center that they 
have 60 days to provide a report to the Commission outlining the plans to move the Center 
forward. If the Commission believes that the Center will not be viable under the new plan or 
the Center does not respond within the 60 days, the award will terminate. Report is due on July 
11,2014. 

Needs Improvement 
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NDSU - Center for Integrated Electronic Systems 

Approved by Budget Section: 9/25/2008 

Launch Date: June 2009 

Years in Operation: Anticipated Match: $4,100,000 Predicted Jobs 60 

Amount Awarded: $2,050,000 PS Matching Funds: $2,278,000 Center 5 
Amount Disbursed: $2,050,000 Leveraged Funds: $1,959,867 Private Sector 8 

Amount Spent: $2,041,170 Total Funds Received: $4,237,867 Total 13 

Expected Major Results 2013 
Conduct marketing and business I The Center continues to work the previous partners on additional 
development efforts to address future i projects and continues to look for additional partners. 
center sustainability. I 

-··--·~--~~~---·--·---·-·--·---·-···-··--·--··-·-··---~···-·-··-··----·---;..----·-·-------·------··--·--··---·--··-·-·---·-····---~·------·-·--····--·---~~-----·-··---···-·-··--·--

Identify potential entrepreneurial I Many center partners are "start-up" or "early state" high-tech 
opportunities. I companies. The center seeks to help its partners advance new 

I products to market and to improve existing product offerings. 

Notes 
AUP 

Audit 

Conclusions 

2013 
Findings 

The Center continues to work with Phone Halo, Rapid Engine and The Okori Group. 
The distinction between CIES and CSCC has become less clear over time. While the Centers 
were intended to be two separate entities, it appears that CIES will likely be folded into CSCC. 
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NDSU - Center for Sensors, Communication and Control 

Launch Date: June 2011 

Years in Operation: 2 Anticipated Match: $9,165,132 Predicted Jobs 72 
Amount Awarded: $2,800,000 PS Matching Funds: $1,221,698 Center 4 
Amount Disbursed: $853,133 Leveraged Funds: $0 Private Sector 16 
Amount Spent: $348,301 Total Funds Received: $1,221,698 Total 20 

Expected Major Results 2013 
Development and commercialization of high-tech 
products that will promote private sector job 
creation and economic development. 

I Phone Halo and Rapid Engine are both generating revenue. 
i Cogi is making progress towards commercialization. 
' 

Engage in the projects outlined in the application. I The five partners in the Center have made the expected 
I progress toward the major results according to the 

·----------------------------------------·-··-J!_~t:line. -·----·-·-·-----·---··-·-----···-·-----···-···-----··----
Our primary goal is to complete the first $450,000 ! Initial project with Pedigree is not quite complete due to 
project with Pedigree Technologies and to engage I market conditions and Pedigree slowing the spending rate 
with Pedigree on a follow-on project. I on the project. A new project is under way with Pedigree. 

Establishing projects with at least 2 other ! 4 new partners have been added (Cogi, Phone Halo, Rapid 
I 

partners 

Notes 
AUP 

Audit 

Conclusions 

Commission 
Assessment 

2013 Monitoring Report 

! Engine, and The Okori Group). 

2013 
No Findings 

No Findings 

Partners for CSCC include Rapid Engine, Phone Halo and The Okori Group. All partners 
within CIES. 
Partners associated with CSCC that are not involved in CIES include Pedigree 
Technologies, Bobcat and Cogi. 
A request was made during the site visit about possibly combining CIES and CSCC for 
future monitoring. 

No assessment needed until after June 2014 
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UND Research Foundation - Center for Passive Therapeutics 

Approved by Budget Section: 9/25/2008 
Launch Date: June 2009 

Years in Operation: 4 Anticipated Match: $10,100,000 Predicted Jobs 100 

Amount Awarded: $2,650,000 PS Matching Funds: $6,554,467 Center 0 
Amount Disbursed: $2,650,000 Leveraged Funds: $0 Private Sector 0 

Amount Spent: $2,650,000 Total Funds Received: $6,554,467 Total 0 

Expected Major Results 2013 
Complete Biosafety Level-3 (BSL-3) and research laboratories I This has been done to the extent possible with 
in 6 months. I available funding. 
UNDRF, Avianax, and Aldevron agreement is reached within 6 : This has been done; are currently working with 

_ _m~!~~:____ --·-------·---.... ·---· .... -·-·-.. ----· ·--··-····----- : ~devr~~-<?.~-~~v~!~Lf.l!:~l.E:E!.~:---------~--------
Research benchmarks accomplished; pre-clinical studies on I This did not happen in two years; however, the 
therapeutic candidates for West Nile Virus within 2 years. I pre-clinicals are done for the West Nile Virus. 

--P-rad~~tia·r;·c;Taniib"a·d-ie·5-·i;;·H·s-Nil\~i-an-lntille-nza-wit-i1i_r1_2 ____ ....... r:rh·i~-diCi-110i--i1-aiJii-ell-in-iwo_v_ear5;··h·;;;e;~·e·;:~--ii·----... 
years. i has been completed 
UND Research Foundation receives 2nd year federal funding I Completed 
within the first 15 months. 
Schiltz Goose R&D acquires and fits-out a hatchery and I These numbers have not been met yet. 
creates 10 new jobs by end of 2nd year. I 

-~----~--•••.,w-~-----·--•••--------·---·---•••-------------~-----·•-••••••--------•,._,.,,.,.,.,_.,,_,.,.,_.,+-~·----··-·--------·-•-•-------••-•---·-•--·•-•-••-·--------•,..,•--•••-••----·-·-•-••--•-• 

--~~~-~-~.':.E: .. ~..l .. !:!.Y~~~~~~-i?._~! .. ~~..':"-.!?!:l.!~-~eel!~~!!<?.~----------- __ j __ wo~~-~~-~~-~!!~-~L~~-----------------------------------
Begin licensure for avian influenza I Avian influenza on back burner, pursuing animal 

I licensure for Parvo 
Finish preclinical work on Rabies, Dengue Fever, Malaria and I Work is continuing 
Avian Influenza 
Begin planning phase for commercial antibody product I Work is continuing 

Notes 2013 
AUP I No findings 

·--·--·-·········-····--····-···----·--+·----····-·---··-·------·-·---···-···----··---··----·-·--·----·--·----·-··------·--·--··-----···-·-·--·-·-·-··----·---.---·---··-···-·-·---···----·-----·-··-···--·····-·-·-·····-·--·--·-··-·-·-------~-·~-----·--··--

Audit I Finding 1: During the course of the Foundation's financial audit, an adjusting journal entry was 
! identified that was material to the financial statements. The adjusting journal entry had no 
! impact on the Center of Excellence I Passive Therapeutics grant program. 
I Management Response: In preparation of the sale of assets, there was a significant difference 
! between an appraisal value and the book value. This was a very unusual year-end entry that 
! required guidance in determining and preparing. It is highly unlikely that this situation will occur 
! in the future. 
I Finding 2: The UNDRF operates its accounting and reporting function with a limited number of 
i individuals which precludes a proper segregation of duties over receipts, payroll, disbursements, 
! and financial reporting. The UNDRF has several compensating controls in place to address the 
I lack of segregation of duties; however, they are not sufficient to eliminate the risk of 
I misstatement. 
1 Management Response: Current management continues to be aware that a limited number of 
I individuals is not desirable from an internal control point of view. 
i Commerce response to findings 1&2: The auditors had two findings in this year's audit. Finding 
! 2 was not unexpected as UNDRF has been working with a skeleton staff to minimize costs. The 
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I auditors did note that discrepancies between budgeted and actual expenses would likely have 
I been caught earlier with a larger staff to oversee the books. 

Conclusions ! The center has accomplished many of the goals outlined in the original application but long term 
I sustainability after COE funds have been expended is questionable. 

-c~mmissio;:;-r---------·----·---·---·-·-----·--···------------·--------·--··--·-·-----------··------·-·-··-····---------------·-·-

: Needs Improvement 
Assessment I 
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UND - Center of Excellence in Space Technology and Operations 

Approved by Budget Section: 9/25/2008 
Launch Date: June 2009 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

4 
$1,000,000 

$115,510 

$104,808 

Expected Major Results 

Anticipated Match: 

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

$195,000 
$11,200 

$3,220,000 

$206,200 

2013 

Predicted Jobs 25 

Center 0 
Private Sector 0 

Total 0 

International Space Station AgCam Operations: I Project delayed due to 
l 

• ISSAC systems operation center will be completed in 2009; I lack of matching funds 

I 
• The first student operators will be hired and trained in 2009; 
• Initial ISSAC on-orbit operations will begin in 2009; and 

• Student operators will graduate and become available for CICERO positions. 1 
I 

__ -----------~~~-~~~-9..!=..~!~--~-i!l_~-~-~-i~~~-~-~9.--~~~-~~-~~_!-~_<.~._i~!-~~-?E~!."-<.!!~~-~~E-~!!!=.~-~~: ___ --··-------~----------·-----------------------------------
CICERO Operations: 1 Project delayed due to 

• Center partners, GeoOptics and Broad Reach Engineering will complete ! lack of matching funds 
development and begin fabrication of CICERO spacecraft and sensors in I 
2oo9. I 

: ~u~~~O;~~~~~a~~i~;ii~nb~fd~~~~~6es~:~:c~~~ff=~~~:::;r~ ~~k~~ completed .,.II,! 

and tested. 

• CICERO launch and start of operations is expected to occur in early 2011. 

Collaborative Research: I Project delayed due to 
• UNO research will begin using Radio Occultation (RO} data from COSMIC, ' lack of matching funds 

CICERO's predecessor prototype; 

• 
• 

Recruit and hire post-doctoral researcher and initial graduate students . 
Investigate full benefits of RO data using CICERO's new operating capability . 

Notes 
AUP 
Audit 
Conclusions 

Commission 
Assessment 

2013 
No findings 
NA 

The project has been delayed even further due to difficulties the PSP has experienced in 
securing financing. 
Additional problems have arisen due to the offer of a data center being subsidized in Europe 
is GeoOptics is successful in getting satellites up. 
Center is now focused on finding other PSP and opportunities. 
Updates: 
1. Commission approved a timeline extension until12/14 for the Center to find additional 
private sector partners. 
2. On May 12, the Commission approved a motion that unless the Center begins to move 
forward before December 31, 2014 when the current timeline extension ends, the award 
will terminate ·---------------·-------------
Needs Improvement 
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UND -Petroleum Research, Education, and Entrepreneurship Center 

Approved by Budget Section: 9/25/2008 
Launch Date: June 2009 

Years in Operation: 4 Anticipated Match: $7,958,373 Predicted Jobs 100+ 

Amount Awarded: $3,000,000 PS Matching Funds: $7,197,913 Center 25 
Amount Disbursed: $3,000,000 Leveraged Funds: $0 Private Sector 0 

Amount Spent: $2,904,686 Total Funds Received: $7,197,913 Total 25 

Expected Major Results 2013 
Improve understanding ofthe i Ongoing 
geology, geophysics, and 
petroleum characteristics of the 
Williston Basin 
Develop enhanced oil recovery I 1) Investigate oil flow through and brine intake into shale in order to displace 
(EOR) techniques for the entire i oil -Complete 

Williston Basin with emphasis on ! 2) Investigate whether a new aqueous imbibition (brine water or surfactant) 
the Bakken Formation. i process can significantly improve oil recovery from shales- Complete 

I 3) Identify a surfactant formulation that promotes imbibition while 

Develop techniques for C02 
sequestration in the Williston 
Basin. 

Develop geothermal systems 
using oil field waters to generate 
electrical power 

2013 Monitoring Report 

1 minimizing clay swelling or formation damage- Complete 
I 4) Determine the wettability of different parts ofthe Bakken Formation
i Complete 
i 5) Establish a baseline for spontaneous imbibition into Bakken samples using 
1 brine only- Complete 
! 6) Determine the surfactant composition and salinity that provide lowest 1FT 
l (interfacial tension) -Complete 

i 7) Measure 1FT to help optimize the formulation for oil/brine/surfactant 
system - Complete 
8) Construct a numerical model of system to use in simulating imbibition 
process - Ongoing 

Studies of stress-dependent permeability of carbonate rocks and implications 
for C02 sequestration in the Williston Basin were conducted. The feasibility 
of coupled Underground Gasification (UCG) and Integrated Gasification 
Combined Cycle was studied in Bowman, North Dakota. Results of 

, Geomechanical Study of Bakken Formation were presented to industry and 
I academia, and planning for a Research Consortium was initiated. 

Wall rock samples from a coal field in southwestern North Dakota were 
selected for underground coal gasification research. Studies previously 
conducted by Dr. Zeng are currently being conducted by Dr. Kegang Ling. 

(1) Investigate electric grid in western North Dakota -Complete 
(2) Develop an electrical interface between the Geothermal Power Plant and 
Electric Grid -Complete 

(3) Identify and implement the essential relays to be used to protect the 
geothermal Power Plant and electric interface- Complete 

(4) Develop a Simulation model ofthe Geothermal Power Plant using 
MATLAB software to understand operation of geothermal power plants in a 
safe and efficient manner- 70% Complete 
(5) Install and demonstrate operation of 250 kW geothermal system- 40% 
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Address environmental and 
policy issues of petroleum 
exploration and production 

Complete 

UND began offering a Bachelors of Science Degree in Petroleum Engineering 
in Fall 2010. Initial startup ofthe degree program was accomplished using 
existing faculty to teach introductory petroleum engineering courses. There 
are now 4.5 petroleum engineering faculty. 
Approximately 207 undergraduate students enrolled in the Fall 2013 
semester, compared to 90 in Fall 2012. The program has greatly exceeded 

-·-----·-----·---··-··--·-··-··---------····-·---·-·-----····--·-····-·············------+-~:.<_e~.~-~-~~!~r:!~: ______ ··-·-·-----···---··------------------------------------ ·---------·--------------·-----------------
Help entrepreneurs develop 
new businesses and industry 

continue to work with Aqua Advisory Group and have begun working with 
two individuals for the testing and development of a unique product to 
extract oil from sludge and reuse it. 

Notes 
AUP 

2013 
Finding 1: The Functional Review reported an award distributed of $1,891,830 but the amount 
received was actually $1,889,631. This resulted in the cumulative amount disbursed to the 
Center to be incorrectly reported as $3,002,199 but should have only been $3,000,000. One 
finding was noted. The center reported in its functional review a $68,524 matching 
contribution that cannot be considered due to the source of funding. 
Center Response: We concur with the findings concerning the amount of award disbursed to 
the Center listed in the Functional Review. PREEC will thoroughly review data entered in the 
Functional Review to ensure information is correct and accurate and all reporting 
requirements have been met. UND will correct the amount disbursed section of the Functional 
Review and resubmit the full report to the North Dakota Department of Commerce. 
Finding 2: The Center reported $28,898 of a UND Faculty salary match. This should not have 
been reported as this faculty amount paid was done with departmental funds. 
Center Response: We concur with the findings concerning the UND Faculty salary match 
reported in the Functional Review. PREEC will extensively review the data required in the 
Functional Review to ensure the appropriate information is provided and entered correctly for 
all future reporting. UND will correct the matching funds section of the Functional Review and 
submit the full report to the North Dakota Department of Commerce. 
Finding 3: One instance was noted where labor charged to the Center was not supported by 
proper effort-reporting documentation resulting in an inability to trace all expenditures in our 
sample to effort-reporting documentation. 
Center Response: We concur with the finding concerning the effort-reporting documentation. 
While this employee was appropriately paid from PREEC funds, the official payroll documents 
could not be found. Dr. Will Gosnold has provided a written explanation for the employee's 
salary, which will be kept on file. We will communicate the importance of completing proper 
effort-reporting documentation and maintaining that documentation on file to the Center 
staff. 
Commerce Response to Findings 1, 2 &3: A corrected Functional Review has been submitted 

to the Dt:fJ<"l'''"'"l of Commerce. 
·--·-··-···--·····-----·----··-··-i-----·--····-·--·····-·'--···---·--··--·-·--···-··-·--··--·-···-·-···-·····-···--····-·--·--·-·-·--·--·--··------··-···-·······---·······-·-···--···------···--····-----·--·--·-·-------·--··------··········--···-··--·-····-··········-·· 
Audit 
Conclusions 

Commission 
Assessment 

NA 
Center continues to be actively engaged with private sector partners. Just under $100,000 
remains of the reward. These funds are being retained to pay for the removal of the 
geothermal power unit at the end of the field test. 

• Meets expectations 
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UND - SUNRISE BioProducts Center of Excellence for Chemicals, Polymers and 
Composites 

Approved by Budget Section: 9/25/2008 
Launch Date: June 2009 

Years in Operation: Anticipated Match: $9,165,132 

Amount Awarded: $2,950,000 PS Matching Funds: $11,710,011 
Amount Disbursed: $2,274,495 Leveraged Funds: $2,689,937 

--~--~--~-------
Amount Spent: $2,220,640 Total Funds Received: $14,339,48 
Note: A $6.6 million federal earmark originally expected as match was not approved 

Contract for one new demonstration-scale 
biofuels plant in Northwood issued during 
the COE 

2013 
The biofuels plant has not yet been realized. 

Predicted Jobs 50 

Center 2 
Private Sector 0 

Total 2 

---------·---'--··--··-·----·----··--·--···--···--·-·----·---···-·-·-·--1···-·-··--····---··-··-·-··-------··---------·----·----·--··--------··---·-···-·-··---·-·--------·--·--------
Contract for one new demonstration-scale The biofuels plant has not yet been realized. 
biofuels plant in Northwood issued during 

At least four new crop-oil based products None to date. 

At least two external crop oil refinery plant 
licenses will be issued within 5 

Negotiations for the first license are ongoing. 

Three ND University System schools will 
participate in the project. 

UND serves as the project lead. Researchers from Mayville 
State University and NDSU participated initially, but are no 

Notes 
AUP 
Audit 
Conclusions 

Commission 
Assessment 

active due to constraints. 

2013 
I No findings 
INA 
I The individuals involved in the Center continue on with the research and educational missions 
I associated with SUNRise but the Center itself is on hold pending the identification of a partner 
! to license the technology and place a pilot facility in North Dakota. 
I UND is actively trying to find such a partner and regularly engages in discussions with the 
I private sector. 
I Center requested and was granted a timeline extension until December 2014. The PI and UND 
I have both indicated that the remaining $700,000 of the Center's award is an incentive for the 
! companies they are in discussions with related to licensing the technology and placing a pilot 
I scale plant in ND. 
I Update: The Commission approved a motion that unless the Center begins to move forward 
I before the December 31, 2014 when the current timeline extension ends, the award will 
! terminate. 

I Needs Improvement 
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DCB - Entrepreneurial Center for Horticulture 

Approved by Budget Section: 9/25/2008 
Launch Date: June 2011 

Years in Operation: 2 Anticipated Match: $889,418 Predicted Jobs 18 
Amount Awarded: $400,000 PS Matching Funds: $701,123 Center 0 
Amount Disbursed: $274,000 Leveraged Funds: $218,537 Private Sector 1 
Amount Spent: $292,523 Total Funds Received: $919,660 Total 1 

Expected Major Results 2013 
Within 5 years ofthe initial award funds draw, 
it is anticipated that 377 entrepreneurs will 
have utilized the center to enhance their 
economic situation and thereby grow the ND 

On-going collection of data indicates that 70 producers have 
received assistance through the ECH in the past year. 

-~-~-~r:!_c:>.!!.l.Y.:. ..... --··-···········-···-----·--·--·-----·-·-·--------.. -------·------···-·- .. ___________________________________________________ .. __________________________ ------------------
Within 10 years, at least 150 producers will The center has not yet begun to evaluate its progress toward 
have constructed season extension growing this outcome. 
facilities as a result oftheir involvement with 
the center. 
Complete construction of wash/pack facility 
and final greenhouse 

Although a request for bids for the final phase of construction 
was issued, no acceptable bids were received. The ECH is 
now working with the architects and engineers to scale back 
the project to keep it within budget. It is anticipated that the 

______ ... ______________________ ... __ _ _________________ --~~w _r:.~q u~~t_for ___ ~~--~-i!!_~c:>-~~.!_i~_1/~9]._~:_ ________________ __ 
Apply for at least two major grants to supply Two grants were written and submitted. The Federal EDA 
operational funding for the Center University Center grant was not funded, however the USDA 

RBOG grant was. This grant will provide salaries for two staff 
people for one year. 

Begin work with Dakota College at Bottineau 
dining services to research compost tea for 
maintenance of soil health and for use of 
produce growh in campus facilities within the 

Dining services compost is being collected and used to make 
compost tea which will be spread into high tunnel production 
areas. Fertility of these areas will be measured against a 
control to gauge the effectiveness of this form of fertilization. 

--tn~-~fv~~~~;~~a~~~~i!ss~1~~sn~cc;e~-tho;22~55-~n~e·w;;~s;nmn;a;ili"l---- ---~-Th;~Ei~!-11:~5-~;~~;pji~d-t~~~h-n;i;;,.~ .. ~.,;TI ~a-ss;s;~is;tt-~a· nn1cc"Ee~:tt~o~:22~93-nn: e~;w;;--·--------------
_ia r~-~J!~~!~--- ----------------- ---------------------·-· _J .. J?.!:?_~I~<:-~~!-~~c:>!_!~~~"_!"~'EE:__~~~E..C.~!:!~~~-l~-~~-Ii!_t ~-i~ __ t_~_i~I.~_c:>_f!~~J?.~E!~~:!_ __ _ 

Increase collaborative activities with other 
colleges and universities 

Notes 2013 
AUP I No findings 
Audit ! No findings 

The ECH continues to work with Dickinson State College to 
find and write a grant that will facilitate the construction of 
new curriculum for this industry and with NDSU as they 
implement their cohort groups for local and community food 
systems. 

conciu-5i0~5-----r-rll·e;·c~nter-co-ntiri-u-~5-itsefforts-;;it_h_r~a-chingo-ui-io-produ-ce~s-a_n_Ci_lo-ol<ingforw-stainabiiiiv-- .. 
I funds. 
I To quote the center "New relationships with producers, producer groups, service 
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Commission 
Assessment 

professionals/providers, economic development agencies, communities and colleagues are all 
necessary for the ECH to maintain its status as the 'go-to' place for information, education, and 
collaboration on vegetable production related issues." 

No assessment needed until after June 30, 2014 
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NDSU - Center for Advanced Technology Development and Commercialization 

Approved by Budget Section: NA 
Launch Date: November 2012 

Years in Operation: 1 Anticipated Match: $7,800,000 Predicted Jobs 6 
Amount Awarded: $3,900,000 PS Matching Funds: $68,573 Center 0 
Amount Disbursed: $233,357 Leveraged Funds: $0 Private Sector 0 
Amount Spent: $109,921 Total Funds Received: $68,573 Total 0 

2013 
In conjunction with a private sector partner (PPG), the center Initial test results have been judged by the 
has been engaged in development and testing (based upon private sector partner to be promising and 
commercial specifications) of two new generations of materials further refinements in these technologies 
(e.g., coatings and polymers) that may prove valuable in and additional testing is underway by the 

--~~b~-~~~~~!b_~-e!.~E~ .. r:!~~_:; __ ~f-~l~b-~L<:>_:>_?_I!l~~~-i!.l_~p!~~~!_.e~?-~-~-~!?.-=._ -~~!!!~~!.l~_!b_~ ea rt_ri_~E:_________________ _ _______ _ 
___ H __ i_ r.e ....... a .... u ...... ·-··-·-··---'--s_t_a_ff ___ t ___ o ____ s, .. e .. r ___ v...,ic ___ e _____ t_h,_i_s ___ c ___ e ___ n ___ t __ e ..... r ... ·. ·-·c··--··-·-·--·-·-·· .. ·-··---·-·-+·_Q!J_~~l!:l.~----·-·--·------·- -···· ·--·-··-··-·-· 

Engage in the projects outlined in the proposal, contingent upon Ongoing, some partners/projects have 
the product development and commercialization plans of the changed from the original proposal, as 
private sector partners. previously discussed. 
Meet the deadlines and objectives specified in research, Ongoing. 
development, and commercialization agreements with the 
private sector partners. 

Notes 2013 
AUP No 
Audit No 
Conclusions The Center was launched in November of 2012. Progress is being made towards the 

goals outlined in the application 

Commission 
Assessment 

Assessment not needed until after June 30, 2016 
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Centers of Excellence Released from Post-Award 
Monitoring 

BSC - National Energy Center of Excellence 

Approved by Budget Section: 12/15/2005 

Launch Date: February 2006 

The BSC National Energy Center of Excellence was released from post-award monitoring by the Centers of 

Excellence Commission as per N.D.C.C. § 15-69-04. 

UND EERC - National Center for Hydrogen Technology 

Approved by Budget Section: 12/15/2005 

Launch Date: February 2006 

The UND- EERC National Center for Hydrogen Technology was released from post-award monitoring by the 

Centers of Excellence Commission as per N.D.C.C. § 15-69-04. 

VCSU Enterprise University 

The VCSU Enterprise University was closed and unspent funds of $200,545.51 were returned to the General 

Fund in December of 2011. 

WSC - Petroleum Safety and Technology Center 

Approved by Budget Section: 3/8/2006 

Launch Date: May, 2006 

The WSC Petroleum Safety and Technology Center was released from post-award monitoring by the Centers of 

Excellence Commission as per N.D.C.C. § 15-69-04. 
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COE Enhancement 

UND - UAS Research, Education, & Training Enhancement Grant: Predator 
Mission Aircrew Training System (PMATS) 

Launch Date: December 2010 

Years in Operation: 2 Anticipated Leveraged: $1,750,000 Predicted Jobs 
Amount Awarded: $2,754,000 Center 
Amount Disbursed: $2,120,000 Leveraged Funds: $1,357,961 Private Sector 
Amount Spent: $2,086,006 Total Funds Received: $1,357,961 Total 

Expected Major Results 2013 
Complete renovation of Building 607 at the Grand Forks Air ! Complete 
Force Base (GFAFB). 

1 

10 
2 
0 
2 

--Proc:-~;:e;n·e;;:;i;·;:e;ir:atiian_Ci_5iaiioning-cXon-e-PMATs-5im-~iator:-i;:;--·-rc:;;;nilieie________ ---·-·-·-- -·-----·---·-·---------------
building 607 on Grand forks AFB I 
Hire and train pilot and sensor instructors. ! Complete 
A training contract with Customs and Border Patrol I Not Complete 

--~---------------------------
Training begins once Tasks 1-4 complete omplete 

--~---------------------------
Build a competitive core, including infrastructure and personnel On going 
to support research and development of unmanned systems 
human factors issues at Grand Forks AFB 

Set UAS training and pilot selection protocols and evaluation 
criteria for implementation at the GFAFB. 

Remodeling of laboratory space and acquisition of test 
equipment 
Remodeling of laboratory space and acquisition of test 

This is ongoing through a 3-year Air Force 
Research Laboratory grant to identify 
indicators of UAS pilot training success. 

equipment I 

~:-~~:!~J?.ij_~~I~iP~~£~-~~~~~-!.~i~~-~~-~tt.~6~Ia-ci}J!Y.~~~~~~~===---===~=:~~:~.:~I~~~:P.C~I~~:~-==~=-==-:~·::===-~==:=-~~=:::~-:~:=-=------
Attract federal funding for instrument development and I n/a 

l 
hardening. (Occurring in year 3 and later) i 

-campa-nie5-an-Ci/arcam-i>anvCii~ision5-;;:;;iih-an-instr~m-e~t- -------rn/a-- · --·- ·- ------- ------------------------
! 

development focus locating offices in the Grand Forks area. 
(Occurring in year 5 or later) 

Notes 2013 
AUP Nofindings 

···················-·-··········-···············+---·--·----········'"'---·--··--····-·-------············--········----····················--····-·--···-····----··--···-·············---·-··------·······-··-·········--··-········-···········--······················· 
Audit NA 

.............................. ································· +·······························································································--· .................................................................................................. ·············-·············•···· ........ .. ............... ························································ ··················································· 
Conclusions Our greatest challenge has been to find a long-term customerfor the PMATS. Initially, CBP 

was thought to be an easy sell; however, that has not been the case. Both L3 com and UNO 
UAS COE have been talking with CBP leadership at Grand Forks AFB and Washington DC 
Headquarters. 
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I 
CBP completed a 9-month MOU to use the PMATS for pilot recurrent training. CBP actually 

1 

began using the PMATS in June 2012. 

----·-·--------JTr~.in i.!!_~J~-~'!9_«:_~_'!Y_~!!J.~~~ng_!_~-~-~L f~ nd~~_s_'!l_~~b_:t:~-~~_!_!!!~e n~~~~P~~~~!"!.!1 in~=--------
Commission I . 
A t 

Meets expectations 
ssessmen 

2013 Monitoring Report COE Enhancement 27 



UND - UAS Software Curriculum & Development 

Launch Date: March 2011 

Years in Operation: 2 Anticipated Leverage: 
Amount Awarded: $600,000 PS Matching Funds: NA 
Amount Disbursed: $600,000 Leveraged Funds: $192,803 
Amount Spent: $588,270 Total Funds Received: 

Expected Major Results 2013 
Delivery ofthe Introduction, Cockpit Ground Control Station : Complete. 
Overview, Crew Coordination, Ground Control Station 
Displays, and Pedestal Controls. 

Delivery of Pilot/Sensor Operator Menus, MQ-9 Propulsion, i Complete. 
Introduction to MQ-9 Tactical Employment, and MQ-9 ! 

$192,806 Predicted Jobs 2 
Center 0 
Private Sector 0 

$192,803 Total 0 

--~~~!!:!£_~~~y~_!_«:_~_: ______________________________________________________ J ___________________________________________________________ _ 
Delivery ofthe MQ-9 Fuel System, Data links Autopilot, and I Complete. 
MQ-9 Limitations and Performance Charts. ! 

-o~ii~~-ry ofF~ght-co.ntr~~d-L:a.ndi-ngGea;:;·-H_a_n.<fo~e;:·------···r-c:;;rr;·il-1-et~-~---·---··---·-·--····----··-···--·······---··-····-······--·--

Academics, ARC-210 Radio System, IFF Transponder System, 
Command and Control, and Pre-program Missions. 
Final delivery and implementation of MQ-series training I UND UAS COE is leveraging the MQ-1/9 training 

curriculum. i curriculum in its discussions with General 
I Atomics for pilot and sensor operator training. 

I This MQ-9 training program is the foundation for 
· the Air Force Research Lab (AFRL) Cooperative 
! Agreement with UND. 

Notes 2013 

Conclusions 

Commission 
Assessment 

2013 Monitoring Report 

The center is actively seeking additional training contracts. 
Challenge: Long-term, high value training contract customer. 
Utilizing contract with AFRL pilot training to gain experience for securing long term, 
high value contract. 

No assessment needed until after June 30, 2014 
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UND - Law Enforcement & Public Safety Agency Small UAS Course 

Launch Date: 

Years in Operation: 

Amount Awarded: 

Amount Disbursed: 

Amount Spent: 

1 
$230,000 

$230,000 

$225,871 

Expected Major Results 

May 2012 

Anticipated Leverage: ____ ..:..$7;...4.;.:.,9::...7;...;0:..... 

PS Matching Funds: 

Leveraged Funds: 

Total Funds Received: 

NA 
$74,970 

$74,970 

Completion and acceptance ofthe sUAS curriculum and software. 

Predicted Jobs 8 

Center 0 

Private Sector 0 

Total 0 

2013 
Law Enforcement 
and Public Safety 
course accepted on 
September 30, 2012 

Establish a UAS Research Compliance Committee that is chartered to review and approve Complete 
all research using UAS conducted by any members of the University including faculty, 
staff and students. The committee considers the ethical consequences of the proposed 
research and applies community standards in determining whether a research project 
may be approved 
Operate two sUAS aircraft in support of local law enforcement and first responders in a On going 
16-county wide Certificate of Authorization and Waiver (COA) in the Northeast corner of 
North Dakota 

Notes 2013 
AUP No findings 

Audit No findings 

Conclusions Approved five mission sets 

• Crime scene and traffic accident investigation 

• Search and rescue 
• Disaster evaluation 

• Search for major crime suspects 
• Traffic control 

Grand Forks County Sheriffs Office and UND research program 

• 16-county wide COA 
• UND factory-authorized training center for Draganfly Innovations 

Assisting Lake Region State College in developing an 8-hour UAS training module 
Challenges 

______ _ ____________ ___ __ __ _ • Ti r::!~!~~~-~_g~~~~~y_~-~~~~!_!~~~~~E~~-o._~~~~~~.<?.!_!'!?!!~-~~~?!_~ __ 
Commission Assessment 1 No assessment needed until after June 30, 2016 
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UNO CFI - V2 Aerospace, Inc. Technical Assistance Request 

Launch Date: 

Years in Operation: 
Amount Awarded: 
Amount Disbursed: 
Amount Spent: 

$370,000 
$370,000 
$370,000 

Expected Major Results 

September 2011 

Anticipated Leverage: $115,000 
PS Matching Funds: NA 
Leveraged Funds: 
Total Funds Received: 

Open an office in the Ina Mae Rude Entrepreneur Center incubator facility. 

Establish a website for the company. 
Develop a corporate identity. 
Develop company manuals and documents. 

--~-~~~mi~~-?J~E~e'!l~-~~-~s signed between Navigator Development Group and V2 Aerospace. 
Secure a government contract to perform UAS maintenance- expected timeframe is April 
2012. 

Notes 2013 
AUP I No findings 

Audit NA 

Predicted Jobs 9 

Center 0 
Private Sector 0 
Total 0 

2013 
Office closed in 
January 
Complete 
Complete 
Complete 

NA 
Incomplete 

Conclusions I Company is in stasis. Partners have all moved on to other projects but have indicated that 
I they are "ready to go" if an opportunity arises. 
I No partners currently reside in ND (one is in Moorhead, MN). 

Commission 
Assessment 

1 A partner indicated that the contracts are on a three year cycle so there doesn't appear to 
I be opportunities in the new term. 
I 
1 No assessment needed until after June 30, 2015 
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NDSU - Materials & Nanotechnology Center 

Launch Date: September 2011 

Years in Operation: 1 

$1,000,000 
$1,000,000 

$999,301 

Anticipated Leverage: $0 ---'--
Amount Awarded: PS Matching Funds: 
Amount Disbursed: Leveraged Funds: 

Amount Spent: Total Funds Received: 

Expected Major Results 2013 
Complete the inside of the building by the end of 
spring 2010. 

Complete 

Have the building fully functional with faculty, 
graduate students, and enough research 
infrastructure to support an active research 

NA 
$0 

$0 

Predicted Jobs 0 

Center 0 
Private Sector 0 

Total 0 

_ en_yiro~_l!lerl_!.: _____________________________________________________ L ________________________________________________________________ _ 
Obtain a large (>$3M) external grant to support Proposal was submitted, declined and a revision is 
education and research in the building underway. Previous program was terminated at the 

federal level but a replacement program is expected to be 
announced soon. 

Recruit industrial partners Unsuccessful to date 

Notes 

Audit No findings 
·-c:~-~~~~-~-i;~~--------,--:rh·e-ce~ie-;·-~e-;;o-;t~the-~e~e~~ch-g~~-~il-h-a~-c;-bt~i~e-<T~~;;:si-~i-iiio~-i~a~ii~e--;:e-~ea-r~hgra~i~:-

1 Collaborations exist that incorporate multiple departments at NDSU, out-of-state research 
I universities, and the National institute of Standards and Technology. The center is 
I investigating potential additional partnerships with UND and private entities. 
I There were seven publications related to research carried out in the space which have 
I appeared in peer reviewed publications. Talks and presentations were given at national 
i meetings based on our work. Four were invited presentations. 
! Center is fully operational but has not yet been able to secure ties to the outside business 
i community. They see a direct competition between MNT program and the R1 Addition. 

··-c·;-~-~-~~-~~-~~----·· .. ----r·····-·-------------·-····----·--·····-·-------... -.... -----· ... ··-------··-·--···-·-----··--·--·--·--··--·-·--·----·---··-~-------·-··m-~--... ---·--···--··--··--····-····-··---... ----·----·· ... ····-···-··-···--·--

No assessment needed until after June30, 2015 
Assessment 
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UND - Grand Forks Air Force Base Realignment Business Transition Program 

Launch Date: June 2011 

Years in Operation: 2 Anticipated Leverage: $100,000 Predicted Jobs 
Amount Awarded: $200,000 PS Matching Funds: NA Center 
Amount Disbursed: $160,000 Leveraged Funds: $172,269 Private Sector 
Amount Spent: $173,760 Total Funds Received: $172,269 Tot~ I 

Expected Major Results 
Design and execute at least 8 specific training 
events for businesses wanting to pursue 
subcontract opportunities presented as a result of 
the base realignment. 
Start at least 3 new businesses. 

2013 
Training Events Held: 4 (12 total) 
Attendees at the three training events totaled 39. 

A new business start-up for the purposes of this project is 
defined as one that has completed its registration in the 
Central Contractor Registry (CCR), a requirement for all 

so 
2 

26 
28 

......... ·----·------------------·-··----·----·---··----··-·--······-··-·----·····--·---·---··-·+-··b······u ___ s ___ i_ ... n ___ e ______ s ____ s __ e __ s_ ... _t ___ o ____ ... _c_o_m ___ l __ , p __ ~e_t_e _______ fo __ r_,g,._oy!'!r~.!:!l e ~~-~~~!r. ... ~~-~------------·--
Provide at least 950 hours of one-on-one 
professional consultation to nascent 
entrepreneurs and small businesses seeking to 
expand within the new alignment of the GFAFB. 

Serve at least 55 nascent and existing 
entrepreneurs. 

The Procurement Managers have delivered 610 hours of 
client consultation and training 

(1,341.25 hours total) 

The project has served 71 distinct clients for one-on-one 
, consultation, and 39 clients receiving training during the 
I reporting period, far exceeding the milestone of 50 clients 

·-···-·····--··-----·· ... ···-·--·-····-·--·- ·····--------·-----········-·······--·---·-----·J __ se~~.9.:. ___________________________________________________________________________________________________ _ 
Hold at least one industry matchmaking event to : The Procurement Managers partnered with Impact 
facilitate subcontract opportunities for NO j Foundation to participate in the DOD E-Mail webinar 
companies seeking such business. I presentation with Impact Foundation and SBA. 
Introduce at least three companies to l The project has assisted 2 companies access their first 
international aeronautics business contacts ! contract 

-~~~<:?.~~~~~-~Lb.J.! ... ~!:l-~ ... ?.~!_en~_?-~E~-~! ... !!~-~~?-~<:?.~~: .................. J ... ______________ -- ............... -.............................. ... ............................... -................. ............ ......... ... .... 
Facilitate at least $3 million in capital infusion in i The project has realized capital infusion of $802,000 during 
ND small businesses in the Grand Forks base i the reporting period 
region in the form of loans, equity and contracts 
procured in year one. 

Client Jobs Created/Retained: 26 j Client Jobs Created/Retained as reported by 4 businesses 
i realizing growth: 2.5 jobs created. 1 job retained 

Notes 
AUP 

Audit 

2013 
Finding 1: Leveraged Cash Contributions were incorrectly stated in the Functional Review 
Center Response: We concur with the findings concerning the Leveraged Cash Contribution 
amounts listed in the Functional Review. GFAFB Realignment will thoroughly review data 
entered in the Functional Review to ensure information is correct and accurate and all 
reporting requirements have been met. 
Commerce Response: A corrected Functional Review has been submitted to the Department 
of Commerce. 

No 
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Conclusions 

Commission 
Assessment 

The Center has been operational for two years has met or exceeded most of the goals of the 
initial application. 

No assessment needed until June 30, 2014 
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NDSU - Research 1 Expansion 

Launch Date: January 2011 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

2 
$4,000,000 
$4,000,000 
$3,134,524 

Expected Major Results 
Complete construction of the new 
facility. The process is estimated to 
be a 28 month project. 

Anticipated Leverage: $5,000,000 
----------~--~---

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

2013 

NA 
$3,613,348 

$3,613,348 

Predicted Jobs 10 

Center 0 
Private Sector 0 

Total 0 

! Building construction has progressed well and, as a result, additional 
! fit-up of lab space was achieved. This moved the substantial 
! completion date past 6/30/13, but a Temporary Certificate of 
! Occupancy was recently issued (8/30/13) with the permanent 
! certificate to be issued upon completion of stair tile installation and 

--------~-----------------~------- ________________ !J?.!_~P~!~-i~~~~~-_9_Y!._!_~~-~~~!E~~~~: .. ______________________________________ _ _______ _ 
The new facility will enhance NDSU's i The expansion is not complete; therefore the envisioned enhancement 
ability to interface with private has not yet been realized. 
industry on research, development, 
and commercialization efforts. 

Notes 2013 
AUP I No findings 

--~-~~!!·--·------------1-~-~-fi~-~!~~-~-------- ------ --- --··-·--------·-·········-- ········---·-···········--··---······-··--··-··--·-····------·-----·---····-··········-·······-···-··-·--····-···-··-·-····-· 
Conclusions 1 There has been restructuring within RCATT. Dr. Kelly Rusch is now the VP of Research and 

I 

1 Creative Activities. Dr. Boudjouk is now a faculty member within the Department of 
I Chemistry and Biochemistry. This has not altered the intent of Rl but may affect the timeline 
I of the filling of the building. 

co.mmi55-ion. ·--~--~-~~~~:-~-~~~~-~,~-:-:~:~~~~i;~~~;~-~~: ~~~-;~~-~------------------- -------- ---------------------- ·· ·····-···- ··· 
Assessment I 
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UND Center for Innovation - Certificate Programs for Full Motion Video and 
Activity-Based Intelligence Analysis 

Launch Date: 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

2 

$746,000 
$746,000 
$746,000 

June 2011 

Anticipated Match: 

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

NA 
$0 

Development ofthe Full Motion Video and Activity-Based Intelligence 
Analysis certification programs will begin within 180 days offunding. 

$917,500 

$0 

The security clearance program will begin conducting training and 
certification of personnel within 180 days of funding to start generating 
revenue. 

Notes 2013 
AUP I No findings 
Audit i No findings 

2013 

Predicted Jobs 5 
Center 0 
Private Sector 2 

Total 2 

Northland Community College 
has purchased software. 

Conclusions I UAII has met the goals identified and continue to build on successes. 
!1. Marketing efforts for this curriculum will continue as UAII develops relationships 
I 2. UAII will utilize the body of work in this curriculum to develop other UAS related 
l 

I training materials. 
I 3. UAII is actively seeking new customers to offer the curriculum. 

-c~~m-iSSiOn·~-----~---·-···----r-·----··----------·-···-·---~--·--··~ .. --·---·-·--·--·----m--·---··-·····-···--·---····---------·--··----····-··-···-··-·····--·----·-- ........ ---···-··-···--···---··--·--------------·-

! No assessment needed until after June 30, 2014 
Assessment i 
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Centers of Research Excellence 

NDSU - Center for Life Sciences Research and Applications 

Launch Date: December 2012 

Years in Operation: <1 Anticipated Match: $2,700,000 Predicted Jobs 
Amount Awarded: $1,350,000 PS Matching Funds: $0 Center 
Amount Disbursed: $250,000 Leveraged Funds: $0 Private Sector 
Amount Spent: $176,521 Total Funds Received: $0 Total 

Expected Major Results 2013 
hire all necessary personnel to I On going 
adequately staff this center ! 

--e~-g~g-;i-~· on;-~-r m~rec;Tthe rese~rch ____ T"Bec~~se of:-cilange~~~deby thep-ri~ate -se-ch>rpart~e-~,-s~~t~rd 

endeavors outlined in this proposal ! Research, this center had to change and develop an update R&D 
! plan 

Notes 2013 
AUP I No findings 

Audit INA 

23 
0 
0 
0 

Conclusions ! The Center is currently working with its private sector partners to modify the original 
! scope of work to meet the private sector partner's current needs. 

~-~-----~~----·----·-·---·----·-+---····-··-·---·-·-----··------~·-·---------·-··------·----------·-·--·----··----·---·-··--··--·--·-- ····--------·-···---~---·----·-·-·-·-·-·-···-

Commission 
Assessment 

J Assessment not needed until after June 30, 2016 
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NDSU - Center for Technologically Innovative Processes and Products 

Launch Date: September 2012 

Years in Operation: <1 Anticipated Match: $3,167,500 Predicted Jobs 22 

Amount Awarded: $1,331,250 PS Matching Funds: $112,258 Center 0 
Amount Disbursed: $130,000 Leveraged Funds: 0 Private Sector 0 
Amount Spent: $53,696 Total Funds Received: $112,258 Total 0 

2013 
Year !-agreements will be signed and projects will be Complete 
initiated with the sector 
Projects will be advancing steadily and job creation 
should be demonstrable 

Projects are advancing, no projects have reached 
commercial stage and no new jobs have been reported. 

(Yrs 2-3) 

Sustainability projects may be providing a significant 
source of funding for the Center (Yrs 3-4) 

Notes 2013 

Conclusions I The Center has made significant progress in the first 10 months. 

Commission 
Assessment 

! Assessment not needed until after June 30, 2016 
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UND- Center for Avian Therapeutics for Infectious Diseases 

Launch Date: 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

>1 
$700,000 
$0 
$588,829 

August 2012 

Anticipated Match: 

PS Matching Funds: 
Leveraged Funds: 
Total Funds Received: 

$1,301,551 
$0 

$1,400,000 

$1,301,551 

Predicted Jobs 20 

Center 0 
Private Sector 3.5 

Total 3.5 

Expected Major Results 2013 
9 mo's- completion of anti-avian influenza efficacy studies 
-completion of the pre-clinical research leading to licensure for 
animal targets respective; 

While the target was shifted about 6 months 
ago, the project is still reached its milestone 
with early efficacy studies, which were 
successful, being reached. 

12 mo's- completion of anti-avian influenza general multi- See Conclusions 

_ _9_~~ ng_~_9_e_~~~~~-~~~~~~tic{~1!l.~ .. f!l_i_~~.!~~~~_!'. _________________________ _ 
16 mo's- completion of licensing process for avian influenza 
antibodies 

········--····-···--------····-·----·-·----·-·----·····--·--···--··········--·--····-·-------·--·-··---····-·---·-····--·-·-···--·---··--1 
12-24 mo's -finalize federal or private partners for 
commercialization and marketing, planning for antibody 
production/SPF goose holding facility 

Notes 
AUP 

Audit 
Conclusions 

Commission 
Assessment 

2013 
Finding 1: The Center could not provide supporting documentation substantiating the wages 
and benefits amounts reported in the Functional Review for private sector job creation. 
Center Response: We concur with the findings concerning the jobs reported in the Functional 
Review. The Avian Therapeutics for Infectious Diseases Center of Excellence will thoroughly 
review data entered in the Functional Review to ensure information is correct and all reporting 
requirements have been met. 
Commerce Response: A corrected Functional Review has been submitted to the Department 
of Commerce. 

-····--···-·-······--------·--·····--·-··--······---·-·-··--·-···-·-·······-····-··--·-············-·······--·----·--···-·--·-- ··········--·---········-·-·-··-··-·-·---·-···--··---···-------·-·-······--··--·--·······-····-······ 
The Center was established and began work. The Functional Review indicated that the work 
on Avian Influenza was stopped and work was continuing on with Parvo instead. After the 
change in scope was identified, Dr. Bradley explained to the Commission that the Avian 
Influenza work was set aside in favor of Parvo because of the market need and the incredibly 
low margin available in the area of avian production agriculture. The Commission approved 
the change in scope. 
On December 20, 2013, Avianax was given permission to ship the ParvoOne vaccine for 
experimental purposes. If all goes well, conditional licensure of the ParvoOne vaccine for dogs 
is 2014. 

Assessment not needed until after June 30, 2016 
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Limited Deployment Cooperative Airspace Project 

UND -Limited Deployment Cooperative Airspace Project 

Launch Date: 

Years in Operation: 

Amount Awarded: 

Amount Disbursed: 

Amount Spent: 

1 

$2,700,000 

$2,700,000 

$1,819,844 

November 2011 

Anticipated Leverage: ____ ___.!$..:4,~1=-00:!.'.:.:00:.:0:..... 
PS Matching Funds: 

Leveraged Funds: 

Total Funds Received: 

NA 
$4,658,649 

$4,658,649 

Expected Major Results 2013 

Predicted Jobs 0 

Center 0 

Private Sector 0 

Total 0 

Standard ADS-B Vendor Selection ! Completed 
---~-----·~-----~---~----~------····-----~---·"·--------·--··-···-~---·------------·---·-------··----·--·-···-·-···----·--·-----·--~-----

Standard ADS-B Installation Effort continues 
·--·--~·--·----·-----~--~-·--------····--·-·-~---·· ------··-·-----·-------·----····-·--·-----~---··~--·--··-··--------·------·--·----·----····----------------·---

-~~-~~-~£~c!. AD~~_Q~_sj~':!._~~~!~w Co'!l_p_let~~---- ------·--···---------------------------------·----·-·------
Enhanced ADS-B prototype ected to be completed in Fall 2013 

review 

ADS-B Installer and Operalur ' \.u 

Modules 

Radar Control Processor 

Components of Prototype RCP 

Develop Primary Radar Usage 

Schedule 

Design and Develop Radar Data 

Provision System 

Completed thru the use of simulations 

Completed 

Completed thru the use of simulations 

Enhanced ADS-B Flight Testing ...--:d....:.o __ w __ i.:..::ng~to::._c-=-:h..:..:a...--:ll.::.e.:..::ng~e:..:s.....:w..:...i...--:th...:.....:..:th..:..:e::._F:...:_A..::.A..:......._ ____________ _ 

Enhanced ADS-B Installation d owing to challenges with the FAA 

Radar Generated Synthetic ADS-B tions completed, further evaluation planned during test flights in 

--~-~~_5-~~-~ --------------····-············-········--· .. -·-···· _j __ ~':'_l~.':l.~~t _ _?Q!?. .. ____________________ ......... -... ·--····---.. ·--······--·--···-··-··--··· .. ··-··-·-·-···· ··-····-················-······-··--·---·---···---···-··-··--
Support CASA testing Test flights have been executed with 147 encounters. ADS-B can be 

<=>tt<=>rt"'"''" utilized as a sense and avoid data source. 

Final Report 

Notes 
AUP 

Audit 

Conclusions 

Commission 

Assessment 

Not yet completed 

2013 
I No findings 

, No findings 

1 Project continues to move forward. There has been a delay in the progress of the project 

due to some issues between and the FAA. 

, No assessment needed until after June 30, 2015 
I 
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NDSU ADS"B Miniaturization Program (LD-CAP) 

Launch Date: November 2011 

Years in Operation: 1 Anticipated Leverage: $1,400,000 Predicted Jobs 0 
Amount Awarded: $1,300,000 PS Matching Funds: NA Center 0 
Amount Disbursed: $724,204 Leveraged Funds: $2,911,203 Private Sector 0 
Amount Spent: $290,066 Total Funds Received: $2,911,203 Total 0 

Expected Major Results 2013 
Transfer reference design knowledge from I Completed 
Appareo System1

S baseline product. l 

Complete a system architecture i Completed 
t ! 

--~s-~~sm._~~-=------------------------------------------~-----------------------------------------·----------------------·-·····-------------------------------------·-
Establish development process plans. I Completed 

s¥~"t~~A"~~"h~;zi~re-A5s;;~-~e~t------------Tc:~-~-r;ie~d----- ------------------------------------------------------------

-E";i~t;ii~hR~d~~-~=~-~q-~e~~-i;:;iegrat-ed________ -rfV1aj-;;;:i~~k~~--~-;;~Pieie·:--va-iid~ti;~-~;~~i1ed"~le"dTo-;;~~;:-;h-;n-;i1e--

circuit Design Capability. ! first test chip for prototype fabrication is released in Fall 2013. 
--"Rele-a~e-te5i-~i1i;;-~~d-;;~~~-u-~e pr~totype ----~ r>i"~nned-to~-~eiease_i_n_F"a 11 2013---------------------------------------

parts from semiconductor fabricator. 

Design and Prototype Miniaturized ADS-B 
Functionality 

I In progress. Using off-the-shelf microelectronic components. 
! 

ADS-B Integrated circuit chip design i In progress 

Notes 2013 
Au~ ----------- ---- -----+' __ N ___ o ____ f __ ii I n_d_li __ i_l n ____ ""gs ____________________________________________________________________________________________________________________________________________________________________________________________________________ _ 
Audit No findings 

-------------········-· ---+------·------'~--------------- -------------------------------------------------------------------------------
Conclusions Following a delay in starting the project, activities related to the project are beginning to 

Commission 
Assessment 

pick up and tasks are being completed. 
Major advances are expected through FY 14. 

No assessment needed until after June 30, 2015 
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CORE Base Realignment 

UND - Global Hawk Sensor Operator Part Task Trainer 

Launch Date: 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

1 

$878,204 
$820,527 

$461,581 

Expected Major Results 
Completion of the Global 
Hawk Sensor Operator Part 
Task Trainer (PTT): 
1) develop a fully-functioning 
PTT prototype 
2) configure the PTT 
prototype to support initial 
USAF operational training 
needs. 
Completion of the joint UND
NGC Business Capture plan 
for offering a fee-for-service 
training capability. 

Submit an unsolicited 
proposal to the US Air Force. 
Begin Global Hawk Block 40 
sensor operator training. 

Notes 2013 
AUP No findings 
Audit No findings 

December 2011 

Anticipated Leverage: _____ .....:$_1-'1,:....0_60...:.,_00_0_ 

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

2013 

NA 
$11,406,988 

$11,406,988 

Predicted Jobs 15 

Center 0 
Private Sector 0 

Total 0 

Since the start of Rockwell Collins funded participation rapid progress has been 
made, culminating in full systems integration testing at NGC in late June. During 
this testing a software compatibility issue was discovered, delaying 
demonstration of the PTT during SO testing at GFAFB from July 2013 to (now 
anticipated) November 2013. 

NGC and UND have held informal discussions on a range of potential sensor 
operator trainer and related business development opportunities, but no 
formal business capture plan has been started. The current expected timeline 
calls for establishment of a formal Business Capture Plan during calendar year 
2014. 
Given the delays, work on the unsolicited proposal has yet to begin. 

NGC now expects such USAF training to begin no earlier than 7 Jan 2013 

Conclusions During initial Block 40 SO cadre training in January 2013, the initiai"Version 0.1" ofthe PTT 
was successfully used as a classroom dynamic familiarization tool for B40 Early Operational 
Capability (EOC) preparation. Positive feedback was received from USAF personnel; 
suggestions and comments were used to make iterative improvements in the familiarization 
tool in time for use in March 2013 for subsequent cadre training. In total, approximately 
fifteen USAF B40 sensor operators initiated training during the quarter and have benefited 
from use of the familiarization tool. 

Commission 
Assessment 

No assessment needed until after June 30, 2015 
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UND Center for Innovation- Joint Distributed Common Ground System 

Launch Date: December 2011 

Years in Operation: 1 Anticipated Leverage: $41,511 Predicted Jobs 0 

Amount Awarded: $125,706 PS Matching Funds: NA Center 0 
Amount Disbursed: $125,706 Leveraged Funds: $46,191 Private Sector 0 

Amount Spent: $125,706 Total Funds Received: $46,191 Total 0 

Expected Major Results 2013 
_ C<:>_!]_~~~~-~~E~~9.J!!~.-~J.!!t_~!~~~!!5?J~~~~~ nd fie:~.9.-~~~~_r~ h._____ _________________ _ _____________________ j_s:~ m 1?._~~~_.9.:__ 

Refinement of intelligence strategy. I Completed. 
Evaluation and refinement of the maintenance strategy. I Completed. 

Deliver technical memorandum to reflect findings. I Completed. 
Develop facility concept drawings. I Completed. 

--~~!:!~~~!.~!:!~-~<:>_n._~g_n._~-~-n.-~-~_l:l~_e r _':!.!~~! i ng~~-9-~~..':!!l_~~~~_E~cif!~_f'~~i!!Y_!:_Il_~=-~.?.~~-.!:l_~ed_~---------- ____ I Co f!i...P.!~!~~:.-
Attend one or more end-user symposiums or other trade shows to further refine concept for i Completed. 

--~~!:!E~P!_~~~i~!!.:_______________________ _ __________ ---·-----·-------------------------------·-··--·-·····-······--··-----------····-···-·------------L·--·-·--·····-····-···--·--···-·-····-· 
Develop outline and plan for submittal of Enhanced Use Lease proposal to the U.S. Air Force. l Completed. 

Notes 2013 
AUP ! No findings 
Audit iNA 

-c:~-~ci~-~i~~~------r:A-Cii-;:~~1:-~~t~~-~~-~ft-hi~ b~~;;:;~lignm-entgrani-~1j~~-d~i~;:n, ination-th~t-6r;ndF-;~k~c~~ntv __ _ 
! 
1 will pursue an enhanced use lease (EUL) with the US Air Force. A EUL would allow the County 
i to begin development activities on approximately 200 acres of underutilized land at the Grand 
I Forks AFB. 
l1n June 2012, the Commission approved a new base realignment grant for the purpose of 
! developing and submitting a formal EUL application to the US Air Force. Please note that this 
I subsequent grant is not included in the 2013 Monitoring report because it was not launched 
I prior to June 30, 2012. 

comrni~-~i~-n-----r~:-~-:~-:~-~~-:~~~-~~~~~~~~-;1 :~:~~~~:-~-~~-;;~~--- -----------------------·------- -------- -----

Assessment ! 
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UND -Airspace Integration Team - UAS National Test Site (Phases I, II, III) 

Launch Dates: 

Years in Operation: 

Amount Awarded: 
Amount Disbursed: 

Amount Spent: 

2 

$855,440 
$855,440 
$849,739 

Expected Major Results 
Phase I 

June 2011 
December 2011 
November 2012 

Anticipated Leverage: 

PS Matching Funds: 
Leveraged Funds: 

Total Funds Received: 

2013 

NA 
$280,371 

$579,702 

$280,371 

Predicted Jobs 

Center 
Private Sector 

Total 

0 
0 
0 

0 

Recruit task force members. Completed 
--------·----·---·-··----··-·+--······--·'--·-·-----·-----··------··-·---·--·----·-----·--···-·------·-··-· 

Complete interviews and group discussions Completed 

...... <:>..~. ~i.E~P.~~-~---~-~-~-~~~P~i.c:>.~i!i~~: -· - ······················· -
Complete coordination of white paper and 
action with stakeholders. 

Completed 

··------------·---··--·------··------··--··-----·---------···-··--······----------·----··---··--·-------··--····---··,!--·····--·--------------············------------···------------------------------·----·---·--------------------------------------------···-------------------··--··---------· 
Publish white paper and action plan. 

Phase II 
Review and update white paper and act 
plan. 

ed 

Formulate and recommend membership, Completed 
responsibilities and authorities for a 
permanent Integration Team (steering 
committee) for the initiative. 

--·------------------··-----------·----···-----·------·--··-·------··---.. -------····---·-----··---·-------····-------------·------··-------------------·--·-----------·-··· 
Scope and coordinate strategy for an NA 
unsolicited FAA proposal on a ND UAS NTC 
Prepare content for unsolicited proposal to NA 
the FAA and prepare for final sign-off and 
submittal by State officials. 
Create detailed 5-year ND UAS NTS plan. Ongoing 

··--------··--··--·······---------··-···········--····'--·--·-·----·--··-·---··--··--·--··----···~--···--·--·········----·----+----··--"'--·······--"'·······-·----···--·----··----------··--·--··------------·-------·-·----···----------·---···--·---·····---

Design the ND UAS NTC program Ongoing 

_ m ~~~g_e:._l'!:l_~~!_<:_()_~~-~-P! ... ~~--~-c:>._!_~~E_P!:__0_t.<?.~~J~~- --------- ----------------------------------------------·---------- ---------
-~~E~!.~~'2!?.)~~~~~-!~~-~g--~~?-~IS.:.._ __ _2_~~c:>.i~fL_______ _________________ ______ ________ _______ ___________ ______ ___ __ 

SeaTec is to provide participation by Completed 
internationally recognized subject matter 
expert in the AIT during October 2011 
through S<::tJu:::nlber 2012. 
Phase Ill 

Submit public comment to the FAA. I Completed 
·-----•••----------••-•••-••••-·-·---·---m-•-••--••••-·--·----·-·--·-·----·---i•••-••••••.o•--·----••••---··-•--•-••-•-~---·--------------·--·-·--·--••••--•--•·----••--•-•-•-----•••---·-·---·-·--··-·------·-•-

~~~•~••p~()p()~~~~~y~lc:>.p~~~~: l Completed ................................................................................................................................. . 
Finalize and submit the prop~~~~ to the ·c:;;;;pie-teci' 

... £~~: ..................................................................... ···-···----------·-------- .......................... ..!. .......... ______________________ .. _ ........ _____ ............................................................... ._._, ____________________________________ .......................................... . 
Marketing efforts. 

2013 Monitoring Report 

' Key influencers at the FAA, DOD, NASA, and DHS have been 
j identified. Marketing to these individuals and entities has been 
I ongoing since the initial airspace grant. SeaTec, BRIC and the 
. Duetto Group (associated with UAII) conduct a bulk ofthe 
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i marketing efforts. 
Establish North Dakota's best and final 
offer if chosen as a finalist in the National 

i Completed 

_ _::r_~~!~!~-~~mpe:!i!!?_f.l_:_ _________________ ------·-·---·-----····-····--··--····--·-----···-···----------·------------·--··--·· 
Negotiate statement of work with the FAA ! Ongoing · 
if North Dakota is chosen as a National Test 
Site. 

Notes 
AUP 

2013 
! Finding 1: Leveraged in-kind contributions reported in the Functional Review included UNO 
I funds. 
I Center Response: We concur with the findings concerning the UNO leveraged in-kind 
I contributions received as reported in the Functional Review. UNO Airspace Integration Team 
i will extensively review the data required I the Functional Review to ensure the appropriate 
I information is provided and entered correctly for all future reporting. UNO will correct the 
i leveraged funds section of the Functional Review and resubmit the full report to the North 
I Dakota Department of Commerce. 
! Finding 2: One job created was incorrectly reported in the Functional Review as this position is 
I fully funded by state funds. 
! Center Response: Agree. Management will extensively review the data required in the 
I functional review to ensure the appropriate information is provided and entered correctly for 
I all future reporting. 

. _ _ __ I CC?.~'.!.l.!:~~!:!:.t.!:~P.~~~!:: ~grrec!~d Functio~~I_Review was submitt~9.:............ . .... 
Audit ' No findings 

-Co~clu~ic>~5-----!-rhe-r>;:~;;-c;5-~·:r-;;~~-h-~deve.iaiieCi .. a<Jeiai·~;;CI"E~~~~i-zi;;,;;ae:t:t\55e5-;~-e~t{ EIN·w-i1ic·i1-;a;···-----
l submitted in Volume 7 of the Proposal. The EIA shows development of 242 high-skilled jobs by 
! 2016, resulting in a three-year increase in state personal income of approximately $20-22 

million and a state Gross Domestic Product {GOP} growth of $34-37 million; and achieving a 
total economic output of $59-64 million. Based on direct, indirect and induced new jobs, the 
aggregate economic output as a result of new business in the State will be $494-641 million by 
2023. 

-···········································-··'·····N·····o···· rt _____ h ___ D ___ a __ .~~t.~_Y:'._<.l~-~-~~-i~-~~-t~-~-~~~--r::!~!i_~~!!.~~!~!!~-~1'!~~£~~---·-·-
Commissio 

· !No' assessment needed until after June 30, 2015 
Assessment 
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UNO CFI- Enhanced Use Lease (EUL) for Grand Forks Air Force Base HI 

Launch Date: July 2012 

Years in Operation: 1 Anticipated Leverage: $35,435 Predicted Jobs 450 
Amount Awarded: $921,250 
Amount Disbursed: $921,250 
Amount Spent: $612,620 

Expected Major Results 
Task 1- Development of an 
Enhanced Use Lease (EUL) 
Application to the Air 
Force 

Task 2- Development of 
Necessary Environmental 
Documentation 

PS Matching Funds: NA Center 
Leveraged Funds: $127,295 Private Sector 
Total Funds Received: $127,295 Total 

2013 
! Originally envisioned to require as much as 90 days to complete, the draft 
i application was submitted to the Air Force within 35 days after receipt of an 
I authorization to proceed. 

! A subcontractor was selected to develop an environmental assessment and 
I environmental baseline survey for the property. The presence of significant 
i wetlands, coupled with the very wet Spring in Grand Forks County, slowed 
I progress (expected 6/2013). 

Task 3- Additional ! The JDA team developed strategies and marketing materials for the project, 
Development Support ! including branding the development as Grand Sky. A supporting website was 

I developed to initiate contact with potential tenants and users. The Team 

0 
0 
0 

I participated in the UAS Action Summit in Grand Forks in May, including sponsoring 
I a reception that was well attended by attendees and exhibitors at the Summit. 
I Specific collateral materials were developed, in order to familiarize potential 
I tenants and users with the projected development strategies and plans for the 
' site. In addition, the Team met separately with several potential tenants, such as 
I Northrop Grumman, General Atomics and others. 

-:r~;-k-·4-=-r~~~itti~g··-··--------r:ri1~--T~~-~-h~;--p~;~id~d·~-~-pp~rtto-ti1~Cc;~~tv-~~-g~;:d·i~g-·pc;t-~~ti·~~-p~~~itti-;:;-g------

' issues, and has also worked extensively with the Air Force regarding issues relating 
: to construction, approvals and development of facilities on the site. 

·:r~5·1<·s-·=·c-s·F>·out~eaZh··~d-- 1 Th~-=r~~~-n:i-eiwiiil-r:e;;;.·esentaii;~-~f'c~;i~~;~~~Tsor:d~-F>rot-ec:iio·~·a·i·c:s·r·-··-·· 
Tenant Planning i headquarters in Washington, DC, to discuss the possibility of consolidating their 

I existing manned and unmanned aircraft missions, currently split between Grand 
I Forks International Airport and Grand Forks Air Force Base, into a single new 
i facility at the EUL property (Grand Sky). 

Notes 2013 
AUP I No findings 

Audit INA 
·c:c;;:;~·iu.5i0~5····-,--·North·~~j)6r:~·n:;·~~r;·!1~5-·sig~~-d·-~-iJar:tl1€r5i1iJ;.~gre~m·e-nt.wii1 .. u.ND·A~rosp~~e;·Norti1iand···· 

I Technical College and others to create "Grand Sky". 
I Grand Sky is a technology park for UAS development, training and research that' planned for a 
I startup in October at the Grand Forks Air Base. 
I Development of the Grand Sky tech park for unmanned aircraft systems at Grand Forks Air Force 
I Base is in the last few steps before construction can begin. The last piece of the puzzle is an 
I environmental report from the base. 

I To ensure sites of historical and cultural significance would not be damaged by construction, the 
I Air Force is waiting to hear back from 25 Native American tribes that it notified, according to 
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Commission 
Assessment 

Williams. So far, 17 have responded indifferently and three have asked to survey the grounds. 
-See more at: http:/ /www.prairiebizmag.com/event/article/id/18498/#sthash.SFU6qt0x.dpuf 

Assessment not needed until after June 30, 2015 
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- State of------

North Dakota 
Office of the Governor 

Jack Dalrymple 
Governor 

North Dakota's Centers of Excellence and Centers of Research Excellence 

programs are working to partner our state's research universities with private 

sector companies to generate jobs and new business opportunities. 

The Centers program is designed to harness the intellectual resources, high-tech 

equipment and training capabilities of our colleges and universities to solve " real 

world " problems in partnership with the private sector. Currently, 98 companies 

are actively partnering with the established Centers of Excellence and Centers of 

Research Excellence. These partnerships have leveraged $204.3 million of 

matching funds for the state's investment of $53.4 million in the Centers. 

Overall, the Centers program has had an economic impact of $691.1 million since 

its creation in 2005. As of June 30, 2013, the Centers program has produced just 

under $13 in economic impact for every $1 of state funds invested since its creation 

according to a 2013 North Dakota State University study. 

The Centers program and its partners generate results, having created over 

270 direct jobs this year with an estimated payroll just under $17 million. 

Salaries and benefits for these jobs averaged approximately $62,820 per job 

which is nearly 15 percent higher than the state average for the same period. 

North Dakota must continue to aggressively pursue research in our state's targeted 

industries. The Centers of Excellence and Centers of Research Excellence are key 

factors in helping private sector businesses uncover promising new opportunities to 

keep North Dakota's economy growing and prosperous for future generations. 

Sincerely, 

~ry~ 
Governor 
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PROGRAM SUMMARY 

The Centers of Excellence & Research Excellence are hubs of research and development on the campuses 

of North Dakota's colleges and universities, partnering with private companies to commercialize new 

products and services. The Centers explore research in the fields of energy, agriculture, life sciences, 
aerospace, manufacturing and electronics. 

ECONOMIC IMPACT 

The Centers of Excellence program has had 
$691 million in estimated total economic impact 
to North Dakota's economy. This includes a direct 
impact of $234.9 million generated by the Centers, 
grant recipients and their partners. 

ECONOMIC IMPACT 

$ 0 $200m $400m $600m $BOOm 

........................ .. .. ................................................ ................................................ · 

FUNDS INVESTED TO DATE 

Since the first Centers of Excellence were 
approved by the State Legislature in 2003, 
a total of $73.6 million in state funds have 
been invested in 25 Centers of Excellence 
& Research Excellence and an additional 
16 research, infrastructure and economic 
development projects. Of these funds, 
$53.4 million has been spent by the Centers 
and grant recipients as of June 30, 2013. 

CENTERS OF EXCELLENCE INVESTMENT 
$73.6 million awarded through June 30, 2013 

$1.6,050,273 
Awaiting Disbursement 

Disbursed 
(not Spent) 

$53,426,31.9 
Spent 

The Centers of Excellence Program has contributed to the creation or expansion of 21 businesses. 

This includes ten new spinoff companies, five companies that expanded to North Dakota, and six 

North Dakota companies that have expanded within the state. 
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MATCHING FUNDS 

As of June 30, 2013 the Centers and grant recipients 
have obtained over $204 million of matching and 
leveraged funds. When comparing matching and 
leveraged funds received across all programs to 
award funds spent, a ratio of 3.8:1 is realized 

Centers of Excellence and Centers of Research 
Excellence require a $2 of matching funds for every 
$1 invested by the state. These two programs 
have realized a ratio of 4.3:1. Base realignment, 
enhancement and limited deployment cooperative 
airspace project funds do not require matching or 
leveraged funds but have realized a ratio of 1.99:1. 

MATCHING & LEVERAGED 
FUNDS RECEIVED 

$123.3 m 

$120m 

$90m 

$60m 

$30m 

$0 
Cash Cash In-Kind 

Reserved 

$105.7m 

$100m 

$80m 

$60m 

$40m 

$20m 
Private Non- State 

Private 
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JOBS IMPACTED 

Centers report job creation information 
annually. Only jobs existing as of June 30, 
2013, with written verification of creation 
due to Center activities are included in this 
report. As of June 30, 2013, the Centers and 
their private sector partners have created 
or contributed to the creation of 270 jobs 
with an estimated payroll or $17 million. 
These numbers do not include jobs that were 
reported in 2012 from Centers that are no 
longer required to report to the Centers of 
Excellence Commission. 

During the 2013 fiscal year three Centers 
requested to have their post-award 
monitoring discontinued as they had met 
the minimum reporting requirement and 
had been sustainable without state funding 
for several years: the University of North 
Dakota (UNO) Energy and Environmental 
Research Center's National Hydrogen 
Technology Center, the Bismarck State 
College National Energy Center of Excellence 
and the Williston State College Petroleum 
Safety and Technology Center. These Centers 
reported a total of 363 jobs as part of their 
last functional review in 2012. 

Three Centers were approved by the 
Legislature prior to 2005 and have been 
voluntarily reporting to the Centers of 
Excellence Commission for over six years: 
the UNO Center for Innovation, the North 
Dakota State University (NDSU) Technology 
Incubator and the NDSU Beef Systems 
Center. These Centers reported a total of 
369 jobs in 2012. 



GRADUATING CENTERS 

Three Centers have graduated from the Centers of Excellence program, reaching the end of their 
monitoring period and sustaining operations without state funding: National Energy Center of Excellence at 

Bismarck State College, Williston State College Petroleum Safety and Technology Center, and the National 

Center for Hydrogen Technology. As three of the earliest established Centers of Excellence, each has 

been instrumental in the development and success of the Centers of Excellence & Research Excellence 

program across the state. As they graduate, these Centers will no longer be required to obtain match ing 

and leveraged funds in relation to any grants, nor report to the Centers of Excellence Commission on their 

impacts related to economic and job growth. 

Williston State College Petroleum Safety 
and Technology Center 

The Williston State College Petroleum 

Safety and Technology Center (PSTC) 

trains workers for the oil and gas industry 

while working closely with its industry 

partners to develop and maintain state

of-the-art training programs. The Center 

focuses on hands-on training sessions 

designed to help oil and gas production 

professionals work safely and efficiently. 

"Funding received from the Department of 

····································································· ··· ··········· ··· ···································· ················ ······ ··········· ···· ·· 

Commerce through the Centers of Excellence Program aided in the development 
of the PSTC Center that will leave a legacy for future businesses to utilize for decades in the future," 

Russell Rankin with Statoil and Chair of the Northwest Advisory Board said. 

A construction project is underway for a new building to be located adjacent to the Petroleum Safety 

and Technology Center. The new building will be used to prepare individuals for careers in the petroleum 

industry. The building includes classrooms, offices, conference rooms and a new reception area. This 
will allow students easy access to $2 million in donated equipment for hands-on training. 

The program serves over 350 students each year and has been involved in 1,132 training 

sessions serving 11,200 participants. Of the businesses served, 99 percent were satisfied with 

the training and responsiveness in meeting their needs. 
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Photo courtesy of National Ene1gy Center of Excellence at Bismarck State College 

National Energy Center of Excellence 
at Bismarck State College 

The National Energy Center of Excellence (NECE) 

at Bismarck State College (BSC) offers 12 
nationally recognized energy industry degree and 

training programs and has been designated by 

the Department of Energy as the National Power 

Plant Operations Technology and Education 

Center. On-campus students use the Center's 

world-class, state-of-the-art lab equipment 

designed to prepare the next generation of 

energy industry employees. Online students 

have access to high-quality online simulations, 

animations, discussions and real-time lab 

sessions in a flexible environment built for those 

who cannot attend on-campus courses. 

"The Center of Excellence funding was instrumental in the construction of the National Energy Center of 

Excellence facility at BSC. This investment in energy education provides an opportunity for students to 

receive an exceptional education in North Dakota. BSC greatly appreciates the COE funding and support," 
said Kari Knudson, vice president of BSC National Energy Center of Excellence. 

Curriculum is developed with input and feedback from advisory boards which consist of local and 
national industry experts, ensuring that students who complete an energy degree at BSC are prepared 

with the training and education they need to enter the workforce. Energy companies are able to recruit 

students from the NECE, offering them internships or job opportunities once the student is prepared to 
enter the workforce. 

The NECE continues to work with energy companies to recruit local talent to fill the workforce needs no 
matter where a company is located, as energy students are located throughout the US. BSC also provides 

non-credit industry training opportunities to companies who are seeking to develop the skills of their 
existing workforce. 

Students in all programs at the National Energy Center of Excellence are in high demand, whether 

they're studying to be lineworkers, power plant operators, instrumentation and control technicians, 

refinery operators, mechanical maintenance technicians, oil and gas operators, or are enrolled in 

any of the other energy programs, including the bachelor's degree in energy management. 
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National Center for Hydrogen Technology 

The National Center for Hydrogen Technology® (NCHT®) combines 60 years of expertise in hydrogen 

systems to take a lead role in developing all aspects of the hydrogen economy in concert with industry 

and government partners. 

"Funding through the North Dakota Centers 

of Excellence allowed for the development of 

world-class infrastructure that has attracted 

over $60 million of technology research 

development and demonstration to the 

Energy & Environmental Research Center, 

exposing many national and international 

clients to our great state of North Dakota," 

said Gerry Groenewold, director of the 

University of North Dakota Energy & 

Environmental Research Center (EERC). 

The EERC has a long history of developing, 

testing and integrating modular technologies 

for the production and utilization of hydrogen. 

Specifically, the EERC has unique world-class 
Photo courtesy ofEERC 

experience in hydrogen production from fossil fuels as well as renewable fuels, development of on-demand 

hydrogen fueling systems from a variety of fuels, gas separation and purification through conventional and 

advanced methods, and utilization of hydrogen via direct combustion and in fuel cells. 

With the tremendous success of the NCHT program, the new "Fuels of the Future" facility was constructed 

to allow for additional demonstration of hydrogen and fuel-related technologies. This new facility provides 

critical space for larger demonstration systems that will eventually house a new biomass gasification system. 

Since the National Center for Hydrogen Technology® was formed in the fall of 2004, the 

University of North Dakota Energy & Environmental Research Center (EERC) has received 

contracts totaling more than $60 million in hydrogen and hydrogen-related funded projects 

with more than 85 partners worldwide. 
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CENTERS OF EXCELLENCE COMMISSION MEMBERS 

The Centers of Excellence Commission oversees the administration of Centers of Excellence, Centers of 

Excellence Enhancement Grants, Centers of Research Excellence, Base Realif?:nment Grants, and Limited 
Deployment Cooperative Airspace Projects (LDCAP). 

The Centers of Excellence Commission , with assistance from the North Dakota Department of Commerce, 

oversees the post-award monitoring of all Centers and grant recipients. The process includes quarterly 

updates, site visits, third-party audits and an in-depth annual review of each avvard. All grant recipients 

are required to complete at least six years of post-award monitoring. One objective of the post-award 

monitoring activities is to measure the progress of an award against the results proposed in its respective 

application for funding. Another objective of the post-award monitoring activities is to ensure grant 

recipients are spending award funds in compliance within the scope of their project and in accordance 

with program requirements. Centers and grant recipients that demonstrate progress and compliance 
with program requirements are funded in stages according to their respective Centers of Excellence 

Commission-approved budget. 

North Dakota Economic Development 
Foundation Members 

A. Mark Nisbet, Chairman 
North Dakota Principal Manager 
Xce l Energy, Fa rgo 

B. Tim Hennessy, Vice Chairman 
Regional President 
US Bank, Bismarck 

C. Jim Traynor 
Director of Cli-ent/Channel Management 
Intelligent lnSites, Fargo 

.................................................................................................................. .... .. . 

State Board of Higher Education Members 

D. Kathy Neset 
President 
Neset Consulting, Tioga 

E. Terry Hjelmsta«< 
Retired School Administrator 
Minot Public Schools, Grand Forks 

F. Don Morton 
Senior Director 
Microsoft, Fargo 

The following pages detail new awards approved in Fiscal Year 2013. For details on 

previously approved Centers of Excellence and Centers of Excellence Enhancement 

Grants, visit www.NDCentersOfExcellence.com. 
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CENTERS OF RESEARCH EXCELLENCE SUMMARIES 

In 2011, the Centers of Excellence program sharpened its focus on research, development and 

commercialization activities. The program was retitled "Centers of Research Excellence" and is now only 

accessible by UNO, NDSU or related nonprofit foundations working in partnership with the private sector. 
Many of the criteria for approval are similar. However, under Centers of Research Excellence matching funds 

requirements, a Center must obtain $2 of matching funds for every $1 of state funds. Of the $2 of matching 

funds, at least $1 must be cash, of which at least $0.50 must be from the private sector. 

The 2011 Legislature allocated $5 million for new Centers of Research Excellence. As of June 30, 2013 the 

Centers of Excellence Commission has approved six new centers. Two centers, the Center for Technologically 
Innovative Processes and Products and the Center for Life Science Research and Applications were approved 

during the 2012 Fiscal Year. The Commission approved three new Centers in Fiscal Year 2013 and a second 

award to the Center for Technologically Innovative Processes and Products. 

Center for Technologically Innovative Processes and Products 
North Dakota State University 

Award: $320,000 

Spent: $53,696 

Award: $1.01 million 

Spent: $0 

Launch Date: August 2012 

Matching & Leveraged Funds Received: $112,258 

Launch Date: Not yet launched 
Matching & Leveraged Funds Received: $0 

The Center will collaborate with private sector partners to perform research and development aimed 
at identifying new materials and process that will generate higher quality, lower production costs and 
improved profit margins. These outcomes may lead to new or improved products, new markets and new 
technologies for future product development. 

Center for Avian Therapeutics for Infectious Disease 
University of North Dakota 

Award: $700,000 
Spent: $588,829 

Launch Date: June 2013 

Matching & Leveraged Funds Received: $1.3 million 

The Center will collaborate with Avianax to perform research and development focused on the use of 
goose antibodies as therapeutics for viral diseases of companion animals and livestock. The research and 
development activities are aimed at completing the work necessary to seeking a conditional license from 
the USDA, the first step for commercialization of an animal health product. 

Center for Gas Utilization 
University of North Dakota 

Award: $300,000 
Spent: $0 

Launch Date: Not yet launched 

Matching & Leveraged Funds Received: $0 

The Center proposes to develop a polygeneration facility that will utilize natural gas currently being 
flared in North Dakota to produce electricity, liquid fuels and carbon dioxide. This effort will evaluate 
and demonstrate the ability to produce electricity and methanol from natural gas. 
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Center for Biobased Materials Science and Technology 
North Dakota State University 

Award: $1.13 million 
Spent: $0 

Launch Date: Not yet launched 
Matching & Leveraged Funds Received: $0 

The Center will collaborate with private sector partners in the development and pre-production manufacturing 
of materials-polymers and composites-using raw materials derived from renewable resources. These 
bio-based materials will be studied and bench marked against current products based on petrochemical 
raw materials. 

BASE REALIGNMENT GRANT SUMMARIES 

The 2011 Legislature allocated $3 million for Base Realignment Grants which are to be used for 

infrastructure and economic development projects or programs to accommodate growth in proximity to, 

or at, the Grand Forks Air Force Base. Between July 1, 2012 and June 30, 2013"the Centers of Excellence 

Commission approved two Base Realignment Grants. 

Enhanced Use Lease for Grand Forks Air Force Base Ill 
University of North Dakota Center for Innovation Foundation 

Award: $434,300 Launch Date: November 2012 

Matching & Leveraged Funds Received: $127,295 

This grant provides the funds necessary to make a formal application to the US Air Force to obtain an 
Enhanced Use Lease at the Grand Forks Air Force Base. Specifically, the funds will be used for the 
completion of the formal proposal to Air Force, which includes a land use plan, build-out analysis, utility 
surveys, parking and circulation plan, building concept plans, a property survey and an appraisal. 

Enhanced Use Lease for Grand Forks Air Force Base IV 
University of North Dakota Center for Innovation Foundation 

Award: $160,000 Launch Date: Not yet launched 

Matching & Leveraged Funds Received: $0 

The US Air Force accepted the formal application for an Enhanced Use Lease of approximately 200 acres 
of land on the Grand Forks Air Force Base that was completed as part of the Enhanced Use Lease for 
Grand Forks Air Force Base Ill. As part of the term sheet signed by Grand Forks County and the US Air 
Force, additional studies and analyses will need to be completed including a traffic study, a uti I ity plan, 
architectural controls, site survey and marketing/public relations. These funds wi II be used to offset the 
costs of the studies. 
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PROGRAM PARTNERS 

AAG Aqua Advisory Group, Inc. 

Access Energy, LLC 

Aerosim 

AgrilmaGIS Technologies, Inc. 

Aircraft Avionics 

Akzo-Nobel Aerospace Coatings 

Amity Technology 

Appareo Systems 

Archer Daniels Midland 

Arkema Incorporated 

Avianax 

BenchMark Energy 

Bobcat 

Boeing/lnsitu 

Bold Method 

Bosh Global Systems 

Caterpillar Remanufacturing 
Drivetrain 

Charles Stark Draper 
Laboratory, Inc. 

Chemera 

Cogi 

ComDel Innovations 

Computer Modeling Group 

ConocoPhillips 

Continental Resources, Inc. 

Corsair Engineering 

CorsiTech/NALCO Champion 

Crew Training International 

Cutbank Creek Produce 

Denbury, Inc. (formerly 
Encore, Inc.) 

Draper Labs UAS Research 
and Development" 

Elder & Haas 

FARRMS 

FiberOn Products, Inc. 

General Atomics Aeronautical 
Systems, Inc. 

General Dynamics 

General Electric 

GeoOptics, Inc. 

Glass Again, Inc. 

Global Agricultura Solutions/ 
Global Green Refining 

Goodrich 

Hansaton Acoustics 

Hess Corporation 

Higher Plains Equipment 

Infinity Development Partners 

In nerGeo, LLC 

lntraglobal Biologics 

lnvista 

Jeffrey Donohoe Associates 

Killdeer Mountain 
Manufacturing 

Kurray Chemicals, Americas 

L3Com 

LM Wind Power Service 

Locata Corporation 

Lockheed Martin International 

Lord Corporation 

Marathon Oil Corporation 

Menon and Associates 

Microbeam Technologies 

Mid America Aviation 

Monsanto 

Next Healthcare 

Noble Energy 

North Dakota Farmers Market 
and Growers Association 

North Star Farms 

Northrop Grumman Corporation 

NovaDigm Therapeutics 

Nth Degree 

Ogden Engineering 
and Associates 

Pedigree Technologies 

Phone Halo 

Poudre Valley Environmental 
Sciences, Inc. 

PPG 

Presco, LLC 

Rapid Engines 

Recon Robotics 

Riverbound Farm 

Rockwell Collins 

Sanford Health/Sanford 
Research 

Schiltz Goose Farms North 

SeaTec 

Shell Chemicals 

Simlat 

Sodexo Quality of Life Services 

SpaceAge Synthetics 

St. Mary Land & Exploration Co. 

Starkey Laboratories, Inc. 

StatOil 

Summers Manufacturing, Inc. 

Superior Edge 

Technology Applications 
Group (TAG) 

The Okori Group 

Thompson Farm 

TiorcojNALCO Champion 

Triton Systems, Inc. 

UAII 

URS Corporation 

Whiting Petroleum Corporation 

Wholesale Supply Company, Inc. 

The companies in bold lettering have a presence in North Dakota. 
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Independent Accountant's Report on Applying Agreed Upon Procedures 

North Dakota State University - Centers of Excellence 
Fargo, North Dakota 

Specified Users of this Report: 

North Dakota State University- Centers of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures detailed on the following pages which were agreed to by the specific 
users of the report, as identified above, to assist the North Dakota State University Centers of Excellence 
("COE") in meeting its financial accountability requirements as prescribed by ND Century Code 15-69-05.2 
for the fiscal year ended June 30, 2013. This agreed-upon procedure engagement was conducted in 
accordance with the attestation standards established by the American Institute of Certified Public 
Accountants. The sufficiency ofthese procedures is solely the responsibility of the specified users ofthe 
report. Consequently, we make no representation regarding the sufficiency of the procedures described on 
the following pages either for the purpose for which this report has been requested or for any other purpose. 

We were not engaged to, and did not conduct an audit, the objective of which would be the expression of 
an opinion on the accounting records. Accordingly, we do not express such an opinion. 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 specified users, as identified above, and is 
not intended to be and should not be used by anyone other than these specified parties. 

Fargo, North Dakota 
November 15,2013 

www .eidebailly .com 

4310 17th Ave. S. P.O. Box 2545 Forgo, ND 58108-2545 i T 701.239.8500 I F 701.239.8600 EOE 



Centers of Excellence 

Procedures and Findings 

These procedures and findings are reported on the following Centers of Excellence ("COE"): 

• Advanced Electronics Design and Manufacturing 
• Surface Protection 
• AgBiotechnology 
• Biopharrnaceutical Research & Production 
• Integrated Electronic Systems 
• Life Sciences Research & Applications 
• Technologically Innovative Products and Processes 
• Advanced Technology Development and Commercialization 
• Sensors, Communications and Control 
• Limited Deployment Cooperative Airspace Project 
• Rl Expansion 
• Materials and Nanotechnology 

As of and for the fiscal year ended June 30, 2013: 

1. Verify disbursed award funds were received by the center or grant recipient. 

Procedures Performed- From the annual Functional Review, we reviewed the amount of award 
disbursed to the center and traced the amounts received to supporting documentation. 

Findings -None noted 

2. Determine that interest earned on award proceeds was retained by the center or grant recipient 

Procedures Performed- From the Center's accounting records, we reviewed supporting documentation 
to determine that interest earned on the award proceeds was retained by the center. 

Findings- None noted 

3. Review the Matching Cash Contributions, Matching Contributions in Lieu of Cash (Cash Reserved) and 
Matching In-Kind Contributions reported in the functional review and trace them to supporting 
documentation and I or accounting records. 

Procedures Performed- From the annual Functional Review, we reviewed the Matching Cash 
Contributions, Contributions in Lieu of Cash and Matching In-Kind Contributions declared in the 
application for COE funding and traced them to documents supporting the value. 

Findings -None noted 
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Centers of Excellence 

4. Verification of compliance with the centers of excellence program matching fund requirements. 

Procedures Performed- From the annual Functional Review, we reviewed the Cash Match declared in 
application for COE funding and traced them to supporting documentation and to the accounting records. 

Findings -None noted 

5. Review the Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash (Cash Reserved) and 
Leveraged In-Kind Contributions reported in the functional review and trace them to supporting 
documentation and I or accounting records. 

Procedures Performed- From the annual Functional Review, we reviewed the Leveraged Cash 
Contributions, Leveraged Contributions in Lieu of Cash and Leveraged In-Kind Contributions declared in 
the application for COE funding and traced them to documents supporting the value. 

Findings -None noted 

6. Review the private-sector and private-sector equivalent job creation reported in the Functional Review 
and trace each position to supporting documentation. Verify that each job meets the qualifying criteria 
identified in the Functional Review. 

Procedures Performed- From the annual Functional Review, we reviewed the private sector jobs 
created and traced them to supporting documentation 

Findings -None noted 

7. Review a sample of expenditures to verify compliance with the NDCC 15-69-05.1 (use offunds) and 
NDCC 54-65-03.1 (use of funds) 

Procedures Performed- From the COE's accounting records, we reviewed a selection of expenditures 
to report any noted instances of non-compliance with NDCC 15-69-05.1 and NDCC 54-65-03.1 (use of 
funds) and to ensure funds were approved, supported with documentation and spent according to the 
purposes identified in the application. For each COE grant we reviewed 40 expenditures with the 
exception of Materials and Nanotechnology, which had total expenditures of less than 40 for the year, and 
all expenditures were tested in their entirety. The selection of the expenditures reviewed included both 
payroll and non-payroll expenditures. 

Findings -None noted 

3 



Centers of Excellence 

8. Review of a sample of center expenditures to verify the expenses were approved, supported with 
documentation, and made in accordance with the scope identified in the center's application. 

Procedures Performed- From the COB's accounting records, we reviewed a selection of expenditures 
to report any noted instances of non-compliance with NDCC 15-69-05.1 (use offunds) and to ensure 
funds were approved, supported with documentation and spent according to the purposes identified in the 
application. For each COE grant we reviewed 40 expenditures with the exception of Materials and 
Nanotechnology, which had total expenditures ofless than 40 for the year, and all expenditures were 
tested in their entirety. The selection of the expenditures reviewed included both payroll and non-payroll 
expenditures. 

Findings- None noted 

9. Verification of a sample of labor charged to the grant and trace it to supporting effort- reporting 
documentation. 

Procedures Performed From the COB's accounting records, we reviewed a selection oflabor charged 
to the grant and traced it to supporting effort-reporting documentation. As indicated in #3 and #6 for each 
COE grant we reviewed 40 expenditures with the exception of Materials and Nanotechnology, which had 
total expenditures ofless than 40 for the year, and all expenditures were tested in their entirety. The 
selection of the expenditures reviewed included both payroll and non-payroll expenditures. 

Findings- None noted 

l 0. Review the center or grant recipient's actual expenditures of award funds and compare them to the 
center's or grant recipient's application budget, including documentation explaining any material 
differences 

Procedures Performed- We reviewed the budget from the center and compared the budgeted figures to · 
actual expenditures incurred by the center, and obtained documentation explaining any material 
differences. 

Findings -None noted 

11. Review a sample of the center or grant recipients expenditures reported on the Economic Impact Study 
Data Fonn (included in the functional review) to verify that reported expenditures were made to North 
Dakota entities and occurred within the specified time period. 

Procedures Performed- From the COB's accounting records, we reviewed a selection of expenditures 
to report any noted instances of non-compliance with NDCC 15-69-05.1 (use offunds) and to ensure 
funds were approved, supported with documentation, spent within the specified time period and spent 
according to the purposes identified in the application. For each COE grant we reviewed 40 expenditures 
with the exception of Materials and Nanotechnology, which had total expenditures of less than 40 for the 
year, and all expenditures were tested in their entirety. The selection of the expenditures reviewed 
included both payroll and non-payroll expenditures. 

Findings -None noted 
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Centers of Excellence 

12. Verify the center or grant recipient complied with the timeline as provided under the center's or grant 
recipient's application and any authorized revisions. 

Procedures Performed- From the annual Functional Review we reviewed the timeline of the grants that 
was provided with the application and discussed the actual timeline with management to ensure the center 
has properly disclosed material timeline changes. 

Findings- None noted 

13. Verify the center or grant recipient complied with the scope of activities as provided under the center's or 
grant recipient's application and any authorized revisions. 

Procedures Performed- From the annual Functional Review we reviewed the scope of the grant that 
was provided with the application and discussed the actual scope with management to ensure the center 
has properly disclosed material scope changes. 

Findings- None noted 

5 



FOR THE LAKE REGION STATE COLLEGE 
DAKOTA PRECISION AGRICULTURE 

CENTER OF EXCELLENCE 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

June 30, 2013 



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
Lake Region State College Dakota Center for Technology Optimized Agriculture Center of 
Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the Lake Region State College Dakota Center for 
Technology Optimized Agriculture Center of Excellence in meeting its financial accountability 
requirements as prescribed by ND Century Code 15-69-05 and 54-65-03 for the fiscal year ended 
June 30, 2013. Management of the Lake Region State College Dakota Center for Technology 
Optimized Agriculture Center of Excellence is responsible for the Center's financial accountability 
and its compliance with those legal and contractual requirements. This agreed-upon procedures 
engagement was conducted in accordance with the attestation standards established by the 
American Institute of Certified Public Accountants and the fieldwork and reporting standards 
applicable to attestation engagements as contained in Government Auditing Standards of the 
Comptroller General of the United States of America. The sufficiency of the procedures is solely 
the responsibility of those parties specified iri 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Centers received from OMB and 
the ND Department of Commerce, we traced the amount of funding to the receipt of funds 
in the Centers' accounting records. 

Findings: Noted deposits during the fiscal year ended June 30, 2013 of $11,500. 
$388,500 of funds reported on the Functional Review were reviewed in prior years. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 
BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 



3. Procedures performed: From the annual Functional Review, reviewed the Matching Cash 
Contributions, Matching Contributions in Lieu of Cash, and Matching In-Kind contributions 
repocted . .and.traced them to supporting documentation. 

Finding 

Criteria: The Matching Contributions listed on the Functional Review should be supported 
with appropriate documentation. 

Condition: We noted that of the $217,779 Matching Cash Contributions reported on the 
Functional Review, only $217,212 could be traced to appropriate supporting 
documentation. The $51 ,380 of Matching In-Kind Contributions and the $2,990,355 of 
pledged Matching Cash reported on the Functional Review were traced to .supporting 
documentation. 

Cause: An incorrect amount for Matching Cash Contributions was listed on the Functional 
Review. 

Effect: The Matching Cash Contributions reported on the Functional Review are incorrect. 

Recommendation: We recommend management develop a formal review process to 
ensure accuracy on the Functional Review. 

Management's View and Corrective Action: We concur with the finding listed above. 
Management will extensively review the data required in the Functional Review to ensure 
the appropriate information is provided and entered correctly for all future reporting. 

4. Procedures performed: From the Center's accounting records, verified compliance with 
the matching funds requirements for the Centers. This included verifying that the Center is 
accountable to the requirements specified in NDCC 15-69-05 and 54-63-03 during the 
biennium in which they were approved. 

Findings: No findings noted. 

5. Procedures performed: From the annual Functional Review, reviewed the Leveraged 
Cash Contributions; Leveraged Contributions in Lieu of Cash, and Leveraged In-Kind 
contributions reported and traced them to supporting documentation. 

Findings: Noted that the $143,215 of Leveraged Funds reported on the Functional Review 
agreed to supporting documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid by 
state general funds as identified in the Functional Review. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 



7- Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was ~ess) to report any noted instances 
of noncompliance with NDCC 15-69-05 and NDCC 54-65-03 (use of funds) and to ensure 
funds were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding_ 

Findings: No findings noted_ 

8_ Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less), as mentioned in number 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding_ 

Findings: No findings noted. 

9_ Procedures performed: From the Center's accounting records, we reviewed a sample of 
labor expenditures ( 1 0% of items or 15 items, whichever was less) charged to the grant and 
traced the expenditures to supporting effort-reporting documentation. 

Findings: No labor charged to the grant, and thus, not applicable_ 

1 o_ Procedures performed: We reviewed the Center's actual expenditures of award funds and 
compared them to the application budget of expenditures, and reviewed documentation 
explaining any material differences. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures reported 
on the Economic Impact Study Data Form included in the Functional Review to verify that 
reported expenditures were made to North Dakota entities and occurred within the specified 
time period_ 
Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with the 
applications and discussed the actual timeline with management to ensure the Center has 
properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Pro~edures performed: We reviewed the scope of the grants that were provided with the 
applications and discussed the actual scope for each grant with management to ensure the 
centers have properly disclosed material scope changes. 

Findings: No findings noted_ 

BRADY, MARTZ & ASSOCIATES, P.C. 



We are not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, w.e do not express such an 
opinion. 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 specified users, as identified above, 
and is not intended to be and should not be used by anyone other than these specified parties. 

BRA~A~;tP.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota UASs and Simulation Applications Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota UASs and 
Simulation Application Center of Excellence in meeting its financial accountability requirements 
as prescribed by ND Century Code 15-69-05 for the fiscal year ended June 30, 2013. 
Management of the University of North Dakota UASs and Simulation Application Center of 
Excellence is responsible for the Center's financial accountability and its compliance with those 
legal and contractual requirements. This agreed-upon procedures engagement was conducted 
in accordance with the attestation standards established by the American Institute of Certified 
Public. Accountants and fieldwork and reporting standards applicable to attestation 
engagements as contained in Government Auditing standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted no receipts during the fiscal year ended June 30, 2013. All receipts. 
were reviewed in prior years. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 
4[}1 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 {701) 7754685 Fax (701) 795-7498 

www.bradymartz.com 
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3. Procedures performed.: From the annual Functional Review, we reviewed the Cash 
Match, Match in l-ieu of Cash, and Matching In-Kind in applications reported in the 
Function_al Review and traced them to supporting documentation. 

Findings: Noted Matching Cash Contributions of $66,858 received during the fiscal year 
ended June 30, 2013, which were traced to supporting documentation. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center .is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No findings noted. 

5. Procedures perfonned: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: Noted Leveraged Cash Contributions of $1,281,901 during the fiscal year 
ended June 30, 2013, which were traced to supporting documentation. 

6. · Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review . 

.Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC ·15-69-05 (use of funds) and to ensure funds 
were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding. 

Findings: No expenditures charged to this project, and thus, not applicable. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less}, as mentioned in 
procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No expenditures charged to this project, and thus, not applicable. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

BRADY, MARTZ & ASSOCIATES, P.C. 



(Page 4 of 4) 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No expenditures reported on the Economic Impact Study Data Form for the 
fiscal year ended June 30, 2013. Not applicable. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

pam:-3~;'1t/~ 
BRADY, MAfrz & ASSOCIATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, !>MRTZ & ASSOOATES, P.C. 
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To the Specified Users of the Report: 

Independent Accountant's Report on 
Applying Agreed-Upon Procedures 

University of North Dakota Research Foundation 
State Board of Higher Education 
North Dakota Economic Development Foundation 
North Dakota Legislative Council - Budget Section 

~ rBAKER TILLY 

VIRCHOW KRAUSE, llP 

Baker Tilly Virchow Krau.e,lLP 
225 S Sinh St, Ste 2300 
Minneapolis, MN 55402-466! 
td 612 876 4500 
fax612238 8900 
balcertilly.com 

We have performed the procedures enumerated below, which were agreed to by the specified users of the 
report, as identified above, to assist the University of North Dakota Research Foundation Center of Excellence 
in Life Sciences and Advanced Technologies in meeting its financial accountability requirements as prescribed 
by North Dakota Century Code (NDCC) 15-69..05 for the fiscal year ended June 30, 2013. Management of the 
University of North Dakota Research Foundation ("Foundationn) is responsible for the Foundation's financial 
accountability and its compliance with those legal and contractual requirements. This agreed-upon procedures 
engagement was conducted in accordance with attestation standards established by the American Institute of ~ 
Certified Public Accountants and the fieldwork and reporting standards applicable to attestation engagements 
as contained in Government Auditing Standards issued by the Comptroller General of the United States of 
America. The sufficiency of the procedures is solely the responsibility of those 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures Performed: From the disbursement letter the Foundation received from the Office of 
Management and Budget, traced the amount of funding to the receipt of funds in the Foundation's 
accounting records. 

Findings: Not applicable. All funds were received in prior years. 

2. Procedures Performed: From the Foundation's accounting records, reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by the 
Foundation. 

Findings: Not applicable. All proceeds were spent in prior years so there is no current year interest 
earned. 

~..\'l(£it"i'li{Y: 
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3. Procedures Performed: From the annual Functional Review, we reviewed the Matching Cash 
Contributions, Matching Contributions in Lieu of Cash (Cash Reserved), and Matching In-Kind 
Contributions reported and traced them to supporting documentation and accounting records. 

Findings: No findings noted. No matching contributions are reported for this period. 

4. Procedures Performed: From the annual Functional Review, we reviewed current year match 
contributions to verify their compliance with NDCC 15-69-05 requirements (during the biennium in 
which the COE was approved). 

Findings: No findings noted. No matching contributions are reported for this period. 

5. Procedures Performed: From the annual Functional Review, we reviewed the Leveraged Gash 
Contributions, Leveraged Contributions in Lieu of Cash (Cash Reserved), and Leveraged In-Kind 
Contributions reported and traced them to supporting documentation. 

Findings: No findings noted. No leveraged contributions are reported for this period. 

6. Procedures Performed: From the annual Functional Review, we reviewed the private sector jobs 
created and traced them to supporting documentation and verified that each job meets the qualifying 
criteria identified in the functional review. 

Findings: No findings noted. 

7. Procedures Performed: From the Foundation's accounting records, we reviewed a sample of 
expenditures to verify compliance with NDCC 15-69-05.1 (use offunds). 

Findings: Not applicable. All proceeds were spent in prior years. 

8. Procedures Performed: From the Foundation's accounting records, we reviewed a sample of 
expenditures to verify they were approved, supported with documentation, and spent according to the 
scope identified in the application for funding. 

Findings: Not applicable. All proceeds were spent in prior years. 

9. Procedures Performed: We reviewed a sample of labor charged to the grant and traced charges to 
supporting effort-reporting documentation. 

Findings: Not applicable. There was no labor charged to this grant. 

10. Procedures Performed: We reviewed the Foundation's actual expenditures and compared them to 
the COE application budget, including documentation explaining any material differences. 

Findings: Not applicable. All proceeds were spent in prior years. 

11. Procedures Performed: We reviewed a sample of the Foundation's expenditures reported on the 
Economic Impact Study Data Form in Objective 16 to verify they were made to North Dakota entities 
and occurred within the specified time period. 

Findings: No findings noted. The job creation dollars reported for objective 16 agrees to the total 
wages and benefits reported for employment opportunities created in objective 4. 

Page2 



12. Procedures Performed: We verified the Foundation complied with the timeline in its COE application. 

Findings: Not applicable to current reporting period as the project was completed in prior years. 

13. Procedures Performed: We reviewed the scope of activities provided with the application and 
authorized changes to ensure the Foundation has properly disclosed material scope changes in 
Objective #1 0 of the functional review. 

Findings: No findings noted. 

We were not engaged to and did not conduct an examination, the objective of which would be the expression of 
an opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional 
procedures, other matters might have came to our attention that would have been reported to you. 

This report is intended solely for the information and use of the specified users, as identified above, and is not 
intended to be and should not be used by anyone other than these specified parties. 

Minneapolis, Minnesota 
September 24, 2013 
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To the Specified Users of the Report: 

Independent Accountant's Report on 
Applying Agreed~Upon Procedures 

University of North Dakota Research Foundation 
State Board of Higher Education 
North Dakota Economic Development Foundation 
North Dakota legislative Council- Budget Section 

~AKER TILLY 
-----~-
VIRCHOW KRAUSE, LLP 

Baker Tilly Virchow Krause, LLP 
225 S Sixrh Sr. Sre 2300 
Minne;o.polis.MN 55402-4661 
td 612 8764500 
fu6!2238 8900 
bakectilly.com 

We have performed the procedures enumerated below, which were agreed to by the specified users of the 
report, as identified above, to assist the University of North Dakota Research Foundation Center of Excellence 
in Passive Therapeutics in meeting its financial accountability requirements as prescribed by North Dakota 
Century Code (NDCC) 15-69-05 for the fiscal year ended June 30, 2013. Management of the University of 
North Dakota Research Foundation ("Foundation") is responsible for the Foundation's financial accountability 
and its compliance with those legal and contractual requirements. This agreed-upon procedures engagement 
was conducted in accordance with attestation standards established by the American Institute of Certified 
Public Accountants and the fieldwork and reporting standards applicable to attestation engagements as 
contained in Government Auditing Standards issued by the Comptroller General of the United States of 
America. The sufficiency of the procedures is solely the responsibility of those 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures Performed: From the disbursement letter the Foundation received from the North Dakota 
Department of Commerce, we traced the amount of funding to the receipt of funds in the Foundation's 
accounting records. 

Findings: Not applicable. All funds were received in prior years. 

2. Procedures Performed: From the Foundation's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by the 
Foundation. 

Findings: No findings noted. Interest earned throughout the project was used when other resources 
were expended. 

~ ;;:ir.O:~!:,..,.,~.,,,:"' .. r.-).~,.d 
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3. Procedures Performed: From the annual Functional Review, we reviewed the Matching Cash 
Contributions, Matching Contributions in Lieu of Cash (Cash Reserved), and Matching In-Kind 
Contributions reported and traced them to supporting documentation and accounting records. 

Findings: No findings noted. No matching contributions are reported for this period. 

4. Procedures Performed: From the annual Functional Review, we reviewed current year match 
contributions to verify their compliance with NDCC 15-69..05 requirements (during the biennium in 
which the COE was approved). 

Findings: No findings noted. No matching contributions are reported for this period. 

5. Procedures Performed: From the annual Functional Review, we reviewed the Leveraged Cash 
Contributions, Leveraged Contributions in Lieu of Cash (Cash Reserved), and Leveraged In-Kind 
Contributions reported and traced them to supporting documentation. 

Findings: No findings noted. No leveraged contributions are reported for this period. 

6. Procedures Performed: From the annual Functional Review, we reviewed the private sector jobs 
created and traced them to supporting documentation and verified that each job meets the qualifying 
criteria identified in the functional review. 

Findings: No findings noted. 

7. Procedures Performed: From the Foundation's accounting records, we reviewed a sample of 
expenditures to verify compliance with NDCC 15-69..05.1 {use of funds). 

Findings: No findings noted. 

8. Procedures Performed: From the Foundation's accounting records, we reviewed a sample of 
expenditures to verify they were approved, supported with documentation, and spent according to the 
scope identified in the application for funding. 

Findings: No findings noted. 

9. Procedures Performed: We reviewed a sample of labor charged to the grant and traced charges to 
supporting effort-reporting documentation. 

Findings: No findings noted. 

10. Procedures Performed: We reviewed the Foundation's actual expenditures of award funds and 
compared them to the COE application budget, including documentation explaining any material 
differences. 

Findings: No findings noted. No documentation of material differences, however the functional review 
instructions do not request this. 

11. Procedures Performed: We reviewed a sample of the Foundation's expenditures reported on the 
Economic Impact Study Data Form in Objective 16 to verify they were made to North Dakota entities 
and occurred within the specified time period. 

Findings: No findings noted. The job creation dollars reported for objective 16 agrees to the total 
wages and benefits reported for employment opportunities created in objective 4. The other dollars 
reported agrees to the Foundation's general ledger detail of expenditures made to North Dakota 
entities. 
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12. Procedures Performed: We reviewed the timelines that were provided with the application and 
authorized revisions and discussed the actual timeline with management to ensure the Foundation has '--"'' 
properly disclosed material timeline changes in Objective #7 of the Functional Review. 

Findings: No findings noted. 

13. Procedures Performed: We reviewed the scope of activities provided with the application and 
authorized changes to ensure the Foundation has properly disclosed material scope changes in 
Objective #10 of the functional review. 

Findings: No findings noted. 

We were not engaged to and did not conduct an examination, the objective of which would be the expression of 
an opinion on compliance. Accordingly, we do not express such an opinion. 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 specified users, as identified above, and is not 
intended to be and should not be used by anyone other than these specified parties. 

Minneapolis, Minnesota 
September 24, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED~PONPROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Space Technology and Operations Center of Excellence 
SBHE 
NO Economic Development Foundation 
NO Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Space 
Technology and Operations Center of Excellence in meeting its financial accountability 
requirements as prescribed by ND Century Code 15-69-05 for the fiscal year ended June 30, 
2013. Management of the University of North Dakota Space Technology and Operations Center 
of ·Excellence is responsible for the Center's financial accountability and its compliance with 
those legal and contractual requirements. This agreed-upon procedures engagement was 
conducted in accordance with the attestation standards established by the American Institute of 
Certified Public Accountants and fieldwork and reporting standards applicable to attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement Jetter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted no current year receipts. All funds reported on the Functional Review 
as Disbursed to the Center were reviewed in prior years. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and trac.ed them to supporting do.cumentatio.r:L 

Findings: Noted a Cash Match of $30,000 reported in the Functional Review for the 
fiscal year ended June 30, 2013, which agreed to supporting documentation. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No findings noted. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: We traced the $40,200 Leveraged Contributions reported in the Functional 
Review for the fiscal year ended June 30, 2013 to proper supporting documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the. private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review. 

Find_ings: No findings noted. 

7. Procedures performed: From the Center's accounting records; we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was Jess) to report any noted 
instances of noncompliance with NDCC 15-69-05 (use of funds) and to ensure funds 
were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was Jess), as mentioned in 
procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 



10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material di.fferences. Materiality is the greater of 1 0% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRAD~=-~;;;{:P.C. 
~RAND FORKS, NORTH DAKOTA 

September 27, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota 
Petroleum Research, Education, and Entrepreneurial Center of Excellence 
SBHE 
NO Economic Development Foundation 
NO Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Petroleum 
Research, Education, and Entrepreneurial Center of Excellence in meeting its financial 
accountability requirements as prescribed by NO Century Code 15-69-05 for the fiscal year ended 
June 30, 2013. Management of the University of North Dakota Petroleum Research, Education, 
and Entrepreneurial Center of Excellence is responsible for the Center's financial accountability 
and its compliance with those legal and contractual requirements. This agreed-upon procedures 
engagement was conducted in accordance with the attestation standards established by the 
American Institute of Certified Public Accountants and fieldwork and reporting standards applicable 
to attestation engagements as contained in Government Auditing Standards of the Comptroller 
General of the United States of America. The sufficiency of the procedures is solely the 
responsibility of those parties specified in the 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. · 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, we 
traced the amount of funding to the receipt of funds in the Center's accounting records. 

Finding 

Criteria: The Functional Review should report receipt transactions occurring during fiscal 
year ended June 30, 2013. 

Condition: We noted that the Center reported cumulative amounts disbursed to the Center 
of $3,002,199 on the Functional Review for fiscal year ended June 30, 2013. 

This would be $1,891,830 in receipts for fiscal year ended June 30, 2013. The receipts 
received were actually $1,889,631 and were traced to supporting documentation. 
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Cause: The Functional Review reported the amount of award disbursed to the Center of 
$3,002,199 but should have only been $3,000,000. 

Effect: The Functional Review reported-a .higher amount..ofawar(! disbursed to the CeAter, 
than actually received. 

Recommendation: We recommend that the correct amount of award disbursed to the 
Center be reported on the Functional Review. 

Management's View and Corrective Action: We concur with the findings concerning the 
amount of award disbursed to the Center listed in the Functional Review. PREEC will 
thoroughly review data entered in the Functional Review to ensure information is correct 
and accurate and all reporting requirements have been met. UND will correct the amount 
disbursed section of the Functional Review and resubmit the full report to the North Dakota 
Department of Commerce. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Finding 

Criteria: The Functional Review information should be accurately completed from 
supporting information. 

Condition: Noted during fiscal year ended June 30, 2013, the Center reported $28,898 of a · 
UND Faculty salary match. This should not have been reported as this faculty amount paid 
was done with departmental funds. 

Cause: The amount used for salary matching was incorrect due to an error in reporting. 

Effect: The Functional Review was not accurate for cash matching reporting. 

Recommendation: We recommend management develop a procedure to ensure all 
amounts reported on the Functional Review are properly reported. 

Management's View and Corrective Action: We concur with the findings concerning the 
UND Faculty salary match reported in the Functional Review. PREEC will extensively 
review the data required in the Functional Review to ensure the appropriate information is 
provided and entered correctly for all future reporting. UND will correct the matching funds 
section of the Functional Review and resubmit the full report to the North Dakota 
Department of Commerce. 
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4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the Center 
is accountable to the requirements specified in NDCC 15-69-05 during the biennium in 
which they were approved. 

Findings: See finding noted in procedure 3 above. 

5. Procedures performed: From the annual Functional Review, we reviewed the Leveraged 
Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged In-Kind 
contributions reported and traced them to supporting documentation. 

Findings: Noted no current year leveraged contributions reported on the Functional Review 
for fiscal year ended June 30; 2013. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid by 
state general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (1 0% of items or 15 items, whichever was less) to report any noted instances 
of noncompliance with NDCC 15-69-05 and to ensure funds were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less), as mentioned in procedure 7, 
to verify expenditures were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample of 
labor expenditures (10% of items or 15 items, whichever was less) charged to the grant and 
traced the expenditures to supporting effort-reporting documentation. 

Findings 

Criteria: Labor charged to the Center should be supported by effort-reporting 
documentation. 

Condition: During our engagement procedures, one instance was noted where labor 
charged to the Center was not supported by proper effort-reporting documentation 

Cause: A "Position Funding Form" was not retained on file for one employee. 
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Effect: We were unable to trace all expenditures in our sample to effort-reporting 
documentation. 

Recommendation: We recommend that proper effort-reporting documentation be 
completed and maintained on file for all labor expenditures charged to the Center. 

Management's View and Corrective Action: We concur with the finding concerning effort
reporting documentation. While this employee was appropriately paid from PREEC funds, 
the official payroll documents could not be found. Dr. Will Gosnold has provided a written 
explanation for the employee's salary, which will be kept on file( We will communicate the 
importance of completing proper effort-reporting documentation and maintaining that 
documentation on file to the Center staff. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds and 
compared them to the application budget of expenditures, and reviewed documentation 
explaining any material differences. Materiality is the greater of 10% or $10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures reported 
on the Economic Impact Study Data Form included in the Functional Review to verify that 
reported expeQditures were made to North Dakota entities and occurred within the specified 
time period. · 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with the 
applications and discussed the actual timeline with management to ensure the Center has 
properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with the 
applications and discussed the actual scope for each grant with management to ensure the 
Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified above, 
and is not intended to be and should not be used by anyone other than these specified parties. 

BR?:vz!Ls.P.C. 
GRAND FORKS, NORTH DAKOTA 

September 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
SUNRISE BioProduct~ Center of Excellence 
SBHE 
NO Economic Development Foundation 
NO Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota SUNRISE 
BioProducts Center of Excellence in meeting its financial accountability requirements as 
prescribed by ND Century Code 15-69-05 for the fiscal year ended June 30, 2013. Management 
of the University of North Dakota SUNRISE BioProducts Center of Excellence is responsible for 
the Center's financial accountability and its compliance with those legal and contractual 
requirements. This agreed-upon procedures engagement was conducted in accordance with the 

· attestation standards established by the American Institute of Certified Public Accountants and 
fieldwork and reporting standards applicable to attestation engagements as contained in 
Government Auditing Standards of the Comptroller General of the United States of America. 
The sufficiency of the procedures is solely the responsibility of those parties specified in the 
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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: There were no disbursements during the fiscal year ended June 30, 2013. All 
disbursements from inception through June 30, 2013 have been reviewed during prior 
years' engagements. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 
BRADY, MARTZ & ASSOCIATES, P.C 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: Noted on the Functional Review during fiscal year ended June 30, 2013, a 
Cash Match of $73,473 was received, which agreed to supporting documentation. Also 
noted Matching Cash Reserved funds of $18,750 were received, which was traced to 
letters from a company indicating their intent to provide Matching Cash Reservations as 
reported in the Functional Review. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No findings noted. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: Noted on the Functional Review during.fiscal year ended June 30, 2013, that 
Leveraged Cash contributions of $27,243 were received which agreed to supporting 
documentation. · 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs treated and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was Jess) to report any noted 
instances of noncompliance with NDCC 15-69-05 (use of funds) and to ensure funds 
were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCJATES, P.C. 
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9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grantand traced the. expenditures to supporting-effort-reporting documentation. 

Findings: No findings noted. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grant that was provided with 
the application and discussed the actual timeline with management to ensure the Center 
has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grant that was provided with the 
application and discussed the actual scope for the grant with management to ensure the 
Center has properly disclosed material scope changes. 

. Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

parties
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BRADY, MA2SSO;~S, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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INDEPENDENT ACCOUNTANT'S REPORT 

ON APPLYING AGREED~UPON PROCEDURES 

To the Specified Users ofthe Report: 

Dakota College at Bottineau Center of Excellence 

The Centers of Excellence Commission 

ND Department of Commerce · 

ND Economic Development Foundation 

State Board of Higher Education 

We have performed the procedures enumerated below, which were agreed to by the specified users of 

the report, as identified above, to assist the Dakota College at Bottineau Center of Excellence in meeting 

· its financial accountability requirements as prescribed by ND Century Code 15~69705 for the fiscal year 

ended June 30, 2013. Management of the Dakota College at Bottineau Center of Excellence is 

responsible for the Center's financial accourita bility and its compliance with those legal and contractual. 

requirements. This agreed~upon procedures engagement was conducted in accordance wi~h the 

attestation standards established by the American Institute of Certified Public Accountants and the 

fieldwork and reporting standards applicaqle to attestation engagements as contained in Government 

Auditing Standards of the Comptroller General of the United States of America. The sufficiency of the 

procedures is solely the responsibility of those 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. 

Procedures and Findings 

As of and for the. fiscal year. ended June 30, 2013, our procedures and fin(lings are as follows: 

1. Procedures Performed: We will verify that award funds disbursed were received by the Center. 

Findings: There were no additional funds disbursed in the current year. 

·. 2 .. Procedures Performed: We will determine that interest ei3rned on award proceeds was 

retained by the Center. 
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Findings: Interest earned was retained by the center with the grant funds in account 518520 at 

the Bank of North Dakota. 

3. Procedures Performed: We will review the Matching Cash Contributions, Matching 

Contributions in Lieu of Cash, and Matching In-Kind Contributions reported in the Functional 

Review and trace them to supporting documentation and/or accounting records. 

Findings: The required rnatch over the course of the Center of Excellence grant is $800,000. As 

of June 30, 2013, the organization had received $838,990 in matching contributions at this point 

in the Center of Excellence program. The cash portion of this match was $707,795. We tied the 

cash received to supporting documentation as well as proper recording in the College's 

accounting system. The _in-kind portion of this match was $131,195. We tied the in-kind ~ 

r::::-:::~=-=-=-'-----r:.;:;eported back to supporting documentation signed by the donating organization, l 
l$126,830 

4. Procedures Performed: We verify compliance with the Center of Excellence program matching 

funds requirements noting that the Center is accountable to the requirements specified in NDCC 

15-69 during the biennium in which they are approved. 

Findings: Dakota College at Bottineau has currently obtained all of its required matching 

contributions under the agreement, even though the full $400,000 in state funds has not been 

disbursed as of June 30, 2013. The College has met the matching requirements set forth under 

ND Century Code 15-69 as of June 20, 2013. 

5. Procedures Performed: We will review the Leveraged Cash Contributions, Leveraged 

Contributions in Lieu of Cash and Leveraged In-Kind Contributions reported in the Functional · 

Review and trace them to supporting documentation and/or accounting records. 

Findings: Currently, $511,432 of the pledged $876,950 of leveraged funds has been received .. 

Supporting documentation in the form of letters from donors was present for all leveraged 

r-::---:-:--:--:--::-'~....___f:..:::u:..:..:n..::.ds::.:._W1 e also traced all receipts to the accounting records without exception. 

6. Procedures Performed: We will review the private-sector and private-sector equivalent job 

creation reported in the Functional Review and trace each position to supporting 

documentation. We will verify that each job meets the qualifying criteria identified in the 

Functional Review. 

Findings: The functional review indicates a full time seasonal job created at North Star 'Farm in 

the amount of $17,280. Based on the supporting documentation in the form of a letter from 

North Star Farms, this figure would be arrived at by multiplying the $12 per hour for a 28 hour 

work week for 51 weeks. The 28 hours is the average number of hours worked per week 

throughout the year. The job was created; however, from October of 2012 it was on a part time 

basis and then turned to a full time basis in July of 2013. The fu!! time work will continue 



/ 

through October 2013 and switch back to part time once again. The part time portion was 

verified properly with the supporting documentation. We had also confirmed with North Star 

Farms that wages paid are not funded by state general fund dollars. 

7. Procedures Performed: We will review a sample of expenditures to verify compliance with 

NDCC 15-69-05.1 and NDCC 54-65-03.1 as appropriate. 

Findings: There was $14,961 in expenditures during the year. Through systematic sampling, 

BMA selected 33 expenditures, representing 25% of the number of expenditures and over 32% 

of the cost total, and reviewed the invoices, vouchers and expense reports for expenditures 

charged to the grant during the current fiscal year. Through analysis of supporting documents 

no instances of noncompliance were noted and the expenditures have been spent in accordance 

with grant stipulations. 

8. Procedures Performed: We will review a sample of expenditures to verify expenses were 

approved, supported with documentation, and spent according to the scope identified in the 

application for funding. 

Findings: There was $14,961 in expenditures during the year, not including payroll. Through 

systematic sampling, BMA selected 33 expenditures and reviewed the invoices, vouchers and 

expense reports for expenditures charged to the grant during the current fiscal year. 

Expenditures were appropriately approved by Holly Mawby at the Entrepreneurial Center for 

· Horticulture and spent according to the scope identified in the grant application . 

. 9. Procedures Performed: We will verify a sample of labor charged to the grant and trace it to 

supporting effort-reporting documentation. 

Findings: There was $183,274.91 in payroll expenditures during the year. Through random 

sampling, BMA selected six payrolls, representing 25% of the number of payrolls and 29% of the 

total cost and reviewed the payroll reports and hour reports for payroll charged to the grant 

during the current fiscal year. In review of the labor records for those individuals charged to the 

program, approximately 85% of their wages for the year were covered by the Center of 

Excellence grant. We reviewed the quarterly hour totals for the four employees who have time 

charged to the Center of Excellence grant, based on this effort-reporting documentation, the · 
. . . 

proper number of hours were charged to the grant. One employee has their wages covered by a 

. Rural Business Enterprise. Grant and will continue to do so until the funds for that grant are· 

gone. 



10. Procedure Performed: We will review the Center's actual expenditures of award funds and 

compare them to the Center's application budget, including documentation explaining any 

material differences. 

Findings: We reviewed curren~ year actual expenditures compared to application budgets 

noting the budgeted amounts exceed actual expenditures by $107,476.56 after the third year of 

the grant. line items in~luded in budgeted expenditures include Marketing, Demonstration, 

Distribution, Tech Transfer and Salaries and Benefits. Actual expenditures for demonstration, 

distribution and tech transfers all agreed to account ledger for the program. However, the 

actual expenses for marketing differed from the general ledger by $23.99. This was an 

expenditure in June of 2011 that has not been included by management in. the total 

expenditures to date in the functional review report. Through review of supporting . 

documentation, no actual expenditures exceed budgeted amounts, therefore additional 

explanation is not considered necessary. 

11. Procedure Performed: We will review a sample of the Center's actual expenditures reported on 

the Economic Impact Study Data Form (inCluded in the Functional Review) to verify that 

reported expenditures were made to North Dakota entities and occurred within the specified 

time period . 

. Findings: A sample of expenditures presented in the "Center Expenditures" column was tested 

and it was verified that they were made to North Dakota entities. The sample consisted of 33 

items representing 25% of the number of expenditures and over 32% of the cost. These actual 

expenditures tested agree with the Center of Excellence and were expended in proper 

timeframe within accordance of NDACC 15-69. The job creation, payroll, and benefits 

expenditures did not contain any values in the current year even though they were listed in 

prior years and there were expenditures listed on the general ledger. 

12. Procedure Performed: We will verify that the Center complied with the timeline as provided 

under the Center's application and any authorized revisions. 

Findings: The timeline and changes appear properly presented in the Functional Review report. 

13. Procedures Performed: We will verify the Center complied with the scope of activities as 

provided under the Center's application and any authorized revisions. 

Findings: The material scope changes in Objective #10 of the Functional Review are in line with 

the anticipated scope as noted in the application and the actual scope as noted through 

discussions with management. 



We were not engaged to and did not conduct an examination, the objectives of which would be the 

expression of an opinion on compliance.· Accordingly, we do not express such an opinion. 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 specified users, as identified above, and is 

not intended to be and should not be used by anyone other than those specified parties. 

6A~,fl1~~~ 
BRADY, MARTZ & ASSOCIATES, P.C. 

September 26, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota UAS Research, Education, and Training Enhancement Center of 
Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dalsota UAS Research, 
Education, and Training Enhancement Center of Excellence in meeting its financial 
accountability requirements as prescribed by ND Century Code 15-69-05 for the fiscal year 
ended june 30, 2013. Management of the University of North Dakota UAS Research, 
Education, and Training Enhancement's Center of Excellence is responsible for the Center's 
financial accountability and its compliance with those legal and contractual requirements. Thi$ 

· agreed-upon procedures engagement was conducted in accordance with the attestation 
standards established by the American Institute of Certified Public Accountants and fieldwork 
and ·reporting standards applicable to attestation engagements as contained in Government 
Auditing Standards of the Comptroller General of the United States of America. The sufficiency 
·of the procedures is solely the responsibility of those parties specified in the 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 .. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted no receipts during the fiscal year ended June 30, 2013. All receipts 
were reviewed in prior years. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. · 

Findings: No findings noted. 
BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: No matching funds were reported on the Functional Review for the fiscal year 
ended June 30, 2013. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No matching funds were reported on the Functional Review for the fiscal year 
ended June 30, 2013. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: No leveraged funds were reported on the Functional Review for the fiscal 
year ended June 30, 2013. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review. · 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures ( 1 0% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 (use of funds) and to ensure funds 
were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 



9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of Jahor expenditures (1.0% of items o.r 1.5 items, whi.cheY.:er was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included In the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that was provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes~ 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for the grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. Had we performed additional procedures, other matters might have come to our 
attention that would have been reporte-d· to you. 

This report is intended solely for the information and use of the specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

parn·z~ ll!e{/ 
BRADY, MARTZ & ASSOCIATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENTACCOUNTANT1S REPORT ON APPLYING 
AGREED~PONPROCEDURES 

To the Specified Users of the Report: 
University of North Dakota UAS Software and Curriculum Development Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota UAS Software 
and Curriculum Development Center of Excellence in meeting its financial accountability 
requirements as prescribed by ND Century Code 15-69-05 for the fiscal year ended June 30, 
2013. Management of the University of North Dakota UAS Software and Curriculum 
Development Center of Excellence is responsible for the Center's financial accountability and its 
compliance with those legal and contractual requirements. This agreed-upon procedures 
engagement was conducted in accordance with the attestation standards established by the 
American Institute of Certified Public Accountants and fieldwork and reporting standards 
applicable to attestation engagements as contained in Government Auditing Standards of the 
Comptroller General of the United States of America. The sufficiency of the procedures is solely 
the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted no receipts during the fiscal year ended June 30, 2013. All receipts 
were reviewed in prior years. · 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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3. Procedures performed~ From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings~ No matching funds were reported on the Functional Review for the fiscal year 
ended June 30, 2013. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No matching funds were reported on the Functional Review for the fiscal year 
ended June 30, 2013. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: No findings noted .. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review. 

Findings: The Functional Review did not list any jobs created. 

7: Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 (use of funds) and to ensure funds 
were approved, supported with documentation, and spent according to the purposes 
identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed~ From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 

· grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 
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10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on th.e Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRA~ ::f.!!:£. P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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THE UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE 

CENTER OF EXCELLENCE 

INDEPENDENT ACCOUNTANTS REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

JUNE 30, 2013 



. CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Law Enforcement and PSA Small UAS Course Center of Excellence 
SBHE 
ND Economic Development Foundation 
NO Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Law 
Enforcement ·and PSA Small UAS Course Center of · Excellence in meeting its financial 
accountability requirements as prescribed by ND Century Code 15-69-05 and 54-65-03 for the 
fiscal year ended June 30, 2013. Management of the ·University of North Dakota Law 
Enforcement and PSA Small UAS Course Center of Excellence is responsible for the Center's 
financial accountability and its compliance with those legal and contractual requirements. This 
agreed-upon procedures engagement was conducted in accordance with the attestation 
standards established by the American Institute of Certified Public Accountants and fieldwork 
and reporting standards applicable to attestation engagements as contained in Government 
Auditing. Standards of the Comptroller General of the United States of America, The sufficiency 
of the procedures is solely the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: All disbursements occurred prior to the fiscal year ended June 30, 2013 and 
have been reviewed as part of agreed-upon procedures engagements conducted in prior 
years. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: No matching requirement for this grant. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No matching requirement for this grant. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: Noted Leveraged In-Kind Contributions of $26,729 on the Functional Review 
for the fiscal year ended June 30, 2013, and traced the contributions to supporting 
documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review. 

Findings: No jobs were reported on the fiscal year ended June 30, 2013 Functional 
Review. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 and NDCC 54-65-01 (use of funds) 
ana to ensure funds were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

· Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the .purposes identified in the application for 
funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C 



10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
d.oc.umentation explaining any material differences. Materiality is the greater of 10% or 
$10,0DO. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures· 
reported on the Economic Impact Study Data Form included in .the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings:. No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 

. opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRA?::t;;&~~ES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
UNO Center for Innovation Foundation V2 Aerospace, Inc. Technical Assistance 
Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the UNO Center for Innovation Foundation V2 
Aerospace, Inc. Technical Assistance Center of Excellence in meeting its financial 
accountability requirements as prescribed by NO Century Code 15-69-05 and Chapter 46 § 23 
of the 2009 Session Laws for the fiscal year ended June 30, 2013. Management of the UNO 
Center for Innovation Foundation V2 Aerospace, Inc. Technical Assistance Center of Excellence 
is responsible for the Center's financial accountability and its compliance with those legal and 
contractual· requirements. This agreed-upon procedures engagement was conducted in 
accordance with the attestation standards established by the American Institute of Certified 
Public Accountants and fieldwork and reporting standards applicable to attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement Jetter the Center received from the NO 
Department of Commerce, we traced the amount of funding to the receipt of funds in the 
Center's accounting records. 

Findings: No funds were disbursed to the Center during the fiscal year ended June 30, 
2013. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

BRADY, MARTZ & ASSOCIATES, P.C. 
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Findings: Award proceeds are deposited in non-interest bearing accounts. No findings 
noted. 

3. Procedures performed: From the annual Functional Review, we reviewed the Matching 
Cash Contributions, Cash Reserved, and Matching In-Kind Contributions reported in the 
Functional Review and traced them to supporting documentation and/or the accounting 
records. 

Findings: Center of Excellence Enhancement Grants do not have a matching funds 
requirement. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which the grant was approved. 

Findings: Center of Excellence Enhancement Grants do not have a matching funds 
requirement. 

5. Procedures performed: From the annual ·Functional' Review, we reviewed the 
Leveraged Cash Contributions, Cash Reserved, and Leveraged In-Kind contributions 
reported and traced them to supporting documentation and/or the accounting records. 

Findings: No Leveraged Funds were reported in the fiscal year 2013 Functional · 
Review. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No private sector jobs were reported in the fiscal year 2013 Functional 
Review. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5) to 
report any noted instances of noncompliance with NDCC 15-69-05.1 and Chapter 46 § 
23 of the 2009 Session Laws. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5), as 
mentioned in procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C 



9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (1 0% of items or 15 items, whichever was less with a minimum of 
5) charged to the grant and traced the expenditures to supporting effort-reporting 
documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000 of the original budget item. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the original timeline of the Grant that was 
provided with the application and discussed the actual timeline with management to 
ensure the Center has properly disclosed material timeline changes in the Functional 
Review. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the original scope of the Grant that was provided 
with the application and discussed the actual scope for the Grant with management to 
ensure the Center has properly disclosed material scope changes in the Functional 
Review. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

paffie3. 111~ 
BRADY, :ZASSOCIATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

November 15, 2013 
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THE UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT 

CENTER OF EXCELLENCE 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

JUNE 30, 2013 



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Grand Forks Air Force Base Realignment Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report; as identified above, to assist the University of North Dakota Grand Forks Air 
Force Base Realignment Center of Excellence in meeting its financial_ accountability 
requirements as prescribed by ND Century· Code 15-69-05 for the fiscal. year ended June 30, 
2013. Management of the University of North Dakota Grand Forks Air Force Base Realignment 
Center of Excellence is responsible for the Center's financial accountability and its compliance 
with tliose legal and contractual requirements. This agreed-upon procedures engagement was 
conducted in accordance with the attestation standards established by the American Institute of 
Certified Public Accountants and fieldwork and reporting standards applicable to attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted deposits during fiscal year ended June 30, 2013 of $60,000 as 
reported on the Functional Review. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional ReYiew and traced them to supporting documentation. 

Findings: No matching funds reported on the Functional Review for fiscal year ended 
June 30, 2013. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which they were approved. 

Findings: No matching funds reported on the Functional Review for fiscal year ended 
June 30, 2013. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Finding 

Criteria: The Functional Review should report Leveraged Contribution receipt 
transactions occurring during the fiscal year ended June 30, 2013. 

Condition: We noted that Leveraged Cash Contributions of $35,721.63, Leveraged 
Cash Expended by a Project Partner of $119,949.60, and Leveraged In-Kind 
Contributions of $50,887.62 in the Functional Review for the fiscal year ended June 30, 
2013 were incorrectly reported. The Center should have reported only Cash Expended 
by a Project Partner in the amount of $116,880.13. · 

Cause: Leveraged contributions were incorrectly reported on the Functional Review for 
fiscal year ended June 30, 2013 due to an error in reporting. 

Effect: The Functional Review reported an incorrect amount of Leveraged Cash 
Contributions during fiscal year ended June 30, 2013. 

Recommendation: We recommend that all Leveraged Cash Contributions be reported 
correctly on the Functional Review. 

Management's View and Corrective Action: We concur with the findings concerning 
the Leveraged Cash Contribution amounts listed in the Functional Review. GFAFB 
Realignment will thoroughly review data entered in the Functional Review to ensure 
information is correct and accurate and all reporting requirements have been met. UND 
will correct the leveraged funds section of the Functional Review and resubmit the full 
report to the North Dakota Department of Commerce. 
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6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jo.b.s are defined as p.osihons at the Genter and University that are not pajd 
by state general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 and to ensure funds were approved, 
supported with documentation, and spent according to the purposes identified in the 
application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 

. documentation explaining any material differences. Materiality is the greater of 1 0% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

_ 13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Centers has properly disclosed material scope changes. 

' '· 
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Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

.parties. v 
BRA~;t:~TES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 30, 2013 
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THE UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

CERTIFICATE PROGRAMS FOR FULL MOTION VIDEO 
AND ACTIVITY BASED INTELLIGENCE ANALYSIS 

CENTER OF EXCELLENCE 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

JUNE 30, 2013 



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
UNO Center for Innovation Foundation Certificate Programs for Full Motion Video and Activity 
Based Intelligence Analysis Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the UNO Center for Innovation Foundation 
Certificate Programs for Full Motion Video and Activity Based Intelligence Analysis Center of 
Exce.llence in meeting its financial accountability requirements as prescribed by ND Century 
Code 15-69-05 and Chapter 46 § 23 of the 2009 Session Laws for the fiscal year ended 
June 30, 2013. Management of the UND Center for Innovation Foundation Certificate Programs 
for Full Motion Video and Activity Based Intelligence Analysis Center of Excellence is 
responsible for the Center's financial accountability and its compliance with those legal. and 
contractual requirements. This agreed-upon procedures engagement was conducted in 
accordance with the attestation standards established by the American Institute of Certified 
Public Accountants and fieldwork and reporting standards applicable to attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from the ND 
Department of Commerce, we traced the amount of funding to the receipt of funds in the 
Center's accounting records. 

Findings: No funds were disbursed to the Center during the fiscal year ended June 30, 
2013. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

BRADY, MARTZ & ASSOCIATES, P.C. 
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Findings: Award proceeds are deposited in non-interest bearing accounts. No findings 
noted. 

3. Procedures performed: From the annual Functional Review, we reviewed the Matching 
Cash Contributions, Cash Reserved, and Matching In-Kind Contributions reported in the 
Functional Review and traced them to supporting documentation and/or the accounting 
records. 

Findings: Center of Excellence Enhancement Grants do not have a matching funds 
requirement 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which the grant was approved. 

Findings: Center of Excellence Enhancement Grants do not have a matching funds 
requirement 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Cash Reserved, and Leveraged In-Kind contributions 
reported and traced them to supporting documentation and/or the accounting records. 

Findings: No Leveraged Funds were reported in the fiscal year 2013 Functional 
Review. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5) to 
report any noted instances of noncompliance with NDCC 15-69-05.1 and Chapter 46 § 
23 of the 2009 Session Laws. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5), as 
mentioned in procedure number 7, to verify expenditures were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 
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9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (1 0% of items or 15 items, whichever was Jess with a minimum of 
5) charged to the grant and traced the expenditures to supporting effort-reporting 
documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 1 0% or 
$10,000 of the original budget item. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the original timeline of the Grant that was 
provided with the application and discussed the actual timeline with management to 
ensure the Center has properly disclosed material timeline changes in the Functional 
Review. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the original scope of the Grant that was provided 
with the application and discussed the actual scope for the Grant with management to 
ensure the Center has properly disclosed material scope changes in the Functional 
Review. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

parti3 71/~ 

BRADY, d.ASSOCIATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

November 15, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota UAS Airspace Initiative Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota UAS Airspace 
Initiative Center of Excellence in meeting its financial accountability requirements as prescribed by 
ND Century Code 15-69-05 for the fiscal year ended June 30, 2013. Management of the University 
of North Dakota UAS Airspace Initiative Center of Excellence is responsible for the Center's 
financial accountability and its compliance with those legal and contractual requirements. This 
agreed-upon procedures engagement was conducted in accordance with the attestation standards 
established by the American Institute of Certified Public Accountants and fieldwork and reporting 
standards applicable to attestation engagements as contained in Government AI,Jditing Standards 
of the Comptroller General of the United States of America. The sufficiency of the procedures is 
solely the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, we 
traced the amount of funding to the receipt of funds in the Center's accounting records. 

Findings: There were no disbursements reported on the Functional Review for the fiscal 
year ended June 30, 2013. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 

3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

BRADY, MARTZ & ASSOCIATES, P.C. 
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Findings: This is an Enhancement Grant and thus matching is not applicable. 

4. Proc.edures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the Center 
is accountable to the requirements specified in NDCC 15-69-05 during the biennium in 
which they were approved. 

Findings: This is an Enhancement Grant and thus matching is not applicable. 

5. Procedures performed: From the annual Functional Review, we reviewed the Leveraged 
Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged In-Kind 
contributions reported and traced them to supporting documentation. 

Findings: No findings noted. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid by 
state general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less) to report any noted instances 
of noncompliance with NDCC 15-69-05 and to ensure funds were approved, supported with 
documentation, and spent according to the purposes identified in the application for 
funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less), as mentioned in procedure 7, 
to verify expenditures were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample of 
labor expenditures (10% of items or 15 items, whichever was less) charged to the grant and 
traced the expenditures to supporting effort-reporting documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds and 
compared them to the application budget of expenditures, and reviewed documentation 
explaining any material differences. Materiality is the greater of 10% or $10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures reported 
on the Economic Impact Study Data Form included in the Functional Review to verify that 
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reported expenditures were made to North Dakota entities and occurred within the specified 
time period. 

Findings: No expenditures reported on the Economic Impact Study Data Form and thus 
not applicable. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with the 
applications and discussed the actual timeline with management to ensure the Center has 
properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with the 
applications and discussed the actual scope for each grant with management to ensure the 
Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records .. Accordingly, we do not express such an 
opinion. 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 specified users, as identified above, 
and is not intended to be and should not be used by anyone other than these specified parties. 

Z~J/1~ . . 
BRADY, MARTZ & ASSOCIATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 30, 2013 
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THE UNIVERSITY OF NORTH DAKOTA 
AVIAN THERAPEUTICS FOR INFECTIOUS DISEASES 

CENTER OF EXCELLENCE 

INDEPENDENT ACCOUNTANT'S REPORT ON 
APPLYING AGREED-UPON PROCEDURES 

JUNE 30, 2013 



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Avian Therapeutics for Infectious Diseases 
Center of Excellence 
SBHE 
NO Economic Development Foundation 
NO Legislative Council 

We have performed the procedure$ enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Avian 
Therapeutics for Infectious Diseases Center of Excellence in meeting its financial accountability 
requirements as prescribed by NO Century Code 15-69-05 and 54-65-03 for the fiscal year 
ended June 30, 2013. Management of the University of North Dakota Avian Therapeutics for 
Infectious Diseases Center of Excellence is responsible for the Center's financial accountability 
and its compliance with those legal and contractual requirements. This agreed-upon procedures 
engagement was conducted in accordance with .the attestation standards established by the 
American Institute of Certified Public Accountants and fieldwork and reporting standards 
applicable to attestation engagements as contained in Government Auditing Standards of the 
Comptroller General of the United States of America. The sufficiency of the procedures is solely 
the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Traced the $700,000 disbursed to the Center's accounting records. As the 
funds were received by the Center on July 11, 2013, the funds will appear in the fiscal 
year 2014 Functional Review. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 
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Findings: No funds were received until the end of the fiscal year. This procedure does 
not apply for the fiscal year ended June 30, 2013. 

3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: We noted a pledged Match of $1,455,301 and a received Match of 
$1,301,551 reported on the Functional Review for the fiscal year ended June 30, 2013. 
We traced both amounts to supporting documentation noting no exceptions. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 and 54-65-03 
during the biennium in which they were approved. 

Findings: No findings noted. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind Contributions reported and traced them to supporting documentation. 

Findings: No Leveraged Contributions were reported in the Functional Review for .the 
fiscal year ended June 30, 2013. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced therri to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Finding 

Criteria: The Functional Review should report the annual wages and benefits for jobs 
created for the fiscal year ended June 30, 2013. 

Condition: We noted the Center reported cumulative amounts of $279,500 and $83,850 
for annual wages and annual benefits, respectively. 

We could only trace $90,000 of the reported wages to supporting documentation. We 
could not trace any of the $83,850 to supporting documentation. 

Cause: The Center could not provide supporting documentation substantiating the 
amounts reported in the Functional Review. 

Effect: We were not able to trace the amounts reported on the Functional Review to 
supporting documentation. 

Recommendation: We recommend that the correct information for jobs created by the 
grant be reported on the Functional Review and that supporting documentation be 
submitted with the Functional Review. 
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Management's View and Corrective Action: We concur with the findings concerning 
the jobs reported in the Functional Review. The Avian Therapeutics for Infectious 
Diseases Center of Excellence will thoroughly review data entered in the Functional 

· Review to ensure information is correct and all reporting requirements have been met. 
We will submit a revised Functional Review with the correct information to the State. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 and NDCC 54-65-03 (use of funds) 
and to ensure funds were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, arid 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures {10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted .. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and· compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grant that was provided with 
the application· and discussed the actual time line with management to ensure the Center 
has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grant that was provided with the 
application and discussed the actual scope for the grant with management to ensure the 
Center has properly disclosed material scope changes. 

Findings: No findings noted. 
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We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. Had we performed additional procedures, oih.er mailers 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRAD~Mz!t:::P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED~PONPROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Limited Deployment Cooperative Airspace Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist .the University of North Dakota Limited 
Deployment Cooperative Airspace Center of Excellence in meeting its financial accountability 
requirements as prescribed by ND Century Code 15-69-05 and 54-65-03 for the fiscal year 
ended June 30, 2013. Management of the University of North Dakota Limited Deployment 
Cooperative Airspace Center of Excellence is responsible for the Center's financial 
accountabitity· and its compliance with those legal and contractual requirements. This agreed
upon· procedures engagement was conducted in aacordance with the attestation standards 
established by the American Institute of Certified Public Accountants and fieldwork and 
reporting standards applicable to attestation engagements as contained in Government Auditing 
Standards of the Comptroller General of the United States of America. The sufficiency of the 
procedures is solely the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted cumulative deposits as of June 30, 2013 of $2,700,000 as reported on 
the Functional Review. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. · 

Findings: No findings noted. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: No Matching requirement for this grant. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 and 54-65-03 
during the biennium in which they were approved. 

Findings: No Matching requirement for this grant. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: Noted Leveraged In-Kind contributions of $1,258,738 and $200,000 on the 
Functional Review for the fiscal year ended June 30, 2013, and traced them to 
supporting documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less} to report any noted 
instances of noncompliance with NDCC 15-69-05 and NDCC 54-65-03 (use of funds} 
and to ensure funds were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. ·Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less} charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 
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1 o. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences .. Materiality is the greater of 1 0% or 
$10,000. 

Findings: No findings noted. 

11 . Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the . actual scope· for the grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRAD~~~.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED~PONPROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Global Hawk Sensor Operator Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Global Hawk 
Sensor Operator Center of Excellence in meeting its financial accountability requirements as 
prescribed by NO Century Code 15-69-05. and 54-65-:03 for the fiscal year ended June 30, 2013. 
Management of the University of North Dakota Global Hawk Sensor Operator Center of 
Excellence is responsible for the Center's financial accountability and its compliance with those 
legal and contractual requirements. This agreed-upon procedures engagement was conducted 
in accordance with the attestation standards e.stablished by the American Institute of Certified 
Public Accountants and fieldwork and . reporting standards applicable to attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center's accounting 
records. 

Findings: Noted findings noted. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to supporting documentation. 

Findings: No Matching contributions requirement for this grant. 

4. Procedures performed: From the Center's accounting records, we verified compliance· 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 and 54-65-03 
during the biennium in which they were approved. 

Findings: No Matching contributions requirement for this grant. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Findings: Noted Leveraged In-Kind contributions of $619,714 reported on the 
Functional Review during the fiscal year ended June 30, 2013, which were traced to 
supporting documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

· Findings: No findings noted. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less) to report any noted 
instances of noncompliance with NDCC 15-69-05 and NDCC 54-65-03 (use of funds) 
and to ensure funds were approved, supported with documentation, and spent according 
to the purposes identified in the application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the ap-plication for funding. 

Findings: No findings noted. 

9. Procedure~ performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was Jess) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No findings noted. 

BRADY, MARTZ & ASSOCIATES, P.C. 



10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explalnin.g any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No findings noted. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for the grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit,. the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 
parties. 

BRAD~:::t:.t!£C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
UND Center for Innovation Foundation Joint Distributed Common Ground System 
Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the UND Center for Innovation Foundation 
Joint Distributed Common Ground System Center of Excellence in meeting its financial 
accountability requirements as prescribed by ND Century Code 15-69-05 and Chapter 46 § 23 
of the 2009 Session Laws for the fiscal year ended June 30, 2013. Management of the UND 
Center for Innovation Foundation Joint Distributed Common Ground System Center of 
Excellence is responsible for the Center's financial accountability and its compliance with those 
legal and contractual requirements. This agreed-upon procedures engagement was conducted 
in accordance with the attestation standards established by the American Institute of Certified 
Public Accountants and fieldwork and reporting standards applicable to . attestation 
engagements as contained in Government Auditing Standards of the Comptroller General of the 
United States of America. The sufficiency of the procedures is solely the responsibility of those 
parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from the ND 
Department of Commerce, we traced the amount of funding to the receipt of funds in the 
Center's accounting records. 

Findings: No funds were disbursed to the Center during the fiscal year ended June 30, 
2013. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 
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Findings: Award proceeds are deposited in non-interest bearing accounts. No findings 
noted. 

3. Procedures performed: From the annual Functional Review, we reviewed the Matching 
Cash Contributions, Cash Reserved, and Matching In-Kind Contributions reported in the 
Functional Review and traced them to supporting documentation and/or the accounting 
records. · · 

Findings: Center of Excellence Base Realignment Grants do not have a matching funds 
requirement. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 
biennium in which the grant was approved. 

Findings: Center of Excellence Base Realignment Grants do not have a matching funds 
requirement. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, Cash Reserved, and Leveraged In-Kind contributions 
reported and traced them to supporting documentation and/or the accounting records. 

Findings: No Leveraged Funds were reported in the fiscal year 2013 Functional 
Review. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No private sector jobs were reported in the fiscal year 2013 Functional 
Review. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5) to 
report any noted instances of noncompliance with NDCC 15-69-05.1 and Chapter 46 § 
23 of the 2009 Session Laws. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was less with a minimum of 5), as 
mentioned in procedure 7, to verify expenditures were approved, supported with 
documentation, and spent according to the scope identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less with a minimum of 
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5) charged to the grant and traced the expenditures to supporting effort-reporting 
documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

10. Procedures performed: We reviewed the Center's actual expenditures of award funds 
and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000 of the original budget item. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported expenditures were made to North Dakota entities and occurred within 
the specified time period. 

Findings: No Center expenditures were reported on the Economic Impact Study Data 
Form. 

12. Procedures performed: We reviewed the original timeline of the Grant that was 
provided with the application and discussed the actual timeline with management to 
ensure the Center has properly disclosed material timeline changes in the Functional 
Review. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the original scope of the Grant that was provided 
with the application and discussed the actual scope for the Grant with management to 
ensure the Center has properly disclosed material scope changes in the Functional 
Review. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended to be and should not be used by anyone other than these specified 

parties. (.~f-

BRA:§.;:t:~~S, P.C. 
GRAND FORKS, NORTH DAKOTA 

November 15, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
University of North Dakota Airspace Integration Team- UAS National Test Site Center of 
Excellence 
SBHE 
NO Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the University of North Dakota Airspace 
Integration Team - UAS Nation<;~! Test Site Center of Excellence in meeting its financial 
accountability requirements as prescribed by NO Century Code 15-69-05 for the fiscal year 
ended June 30, 2013 . .Management of the University of North Dakota Airspace Integration 
Team- UAS National Test Site Center of Excellence is responsible for the Center's financial 
accountability and its compliance with those legal and contractual requirements. This agreed
upon procedures engagement was conducted in accordance With the attestation standards 
established by the American Institute of Certified Public Accountants and fieldwork and 
reporting standards applicable to attestation engagements as contained ih Government Auditing 
Standards of the Comptroller General of the United States of America. The sufficiency of. the 
procedures is solely the responsibility of thOse parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from OMB, 
we traced the amount of funding to the receipt of funds in the Center'.s accounting 
records. 

Findings: Noted deposits during fiscal year ended June 30, 2013 of $500,000 as 
reported on the Functional Review. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: No findings noted. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Cash 
Match, Match in Lieu of Cash, and Matching In-Kind in applications reported in the 
Functional Review and traced them to suppmtin.g documentation. 

Findings: This is an Enhancement Grant and thus matching is not applicable. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the 
Center is accountable to the requirements specified in NDCC 15-69-05 during the 

·biennium in which they were approved. 

Findings: This is an Enhancement Grant and thus matching is not applicable. 

5. Procedures performed: From the annual Functional Review, we reviewed the 
Leveraged Cash Contributions, leveraged Contributions in Lieu of Cash, and Leveraged 
In-Kind contributions reported and traced them to supporting documentation. 

Finding 

Criteria: The Functional Review information should be accurately completed from 
supporting information. 

Condition: Noted during fiscal year ended June 30, 2013, the Center reported 
leveraged in-kind contributions received of $132,003. Of that total, $8,250 was from 
UND funds which cannot be used for leveraged contributions. 

Cause: The amount used for leveraged in-kind contributions was incorrect due to an 
error in reporting. 

Effect: The Functional Review was not accurate for leveraged in-kind reporting. 

Recommendation: We recommend management develop a procedure to ensure all 
amounts reported on the Functional Review are properly reported. 

Management's View and Corrective Action: We concur with the findings concerning 
·the UND leveraged in-kind contributions received as reported in the Functional Review. 
UND Airspace Integration Team will extensively review the data required in the 
Functional Review to ensure the appropriate information is provided and entered 
correctly for all future reporting. UND will correct the leveraged funds section of the 
Functional Review and resubmit the full report to the North Dakota Department of 
Commerce. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are defined as positions at the Center and University that are not paid 
by state general funds as identified in the Functional Review. 
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Finding 

Criteria: The Functional Review informaiion should be accur .. a1e.ly completed from 
supporting information. 

· Condition: Noted during fiscal year ended June 30, 2013, the Center reported 1 job 
created with an annual salary of $135,000. It was noted that this job was paid 100% by a 
State grant and thus not allowed to be reported as a job created. 

Cause: The amounts used for jobs created was incorrect due to an error in reporting. 

Effect: The Functional Review was not accurate for jobs created reporting. 

Recommendation: We recommend management develop a procedure to ensure all 
amounts reported on the Functional Review are properly reported. 

Management's View and Corrective Action: We concur with the findings concerning 
the job created as reported in the Functional Review. UND Airspace Integration Team 
will extensively review the data required in the Functional Review to ensure the 
appropriate information is provided and entered correctly for all future reporting. UND will 
correct the jobs created section of the Functional Review and resubmit the full report to 
the North Dakota Department of Commerce. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (10% of items or 15 items, whichever was Jess) to report any noted 
instances of noncompliance with NDCC 15-69-05 and to ensure funds were approved, 
supported with documentation, and spent according to the purposes identified in the 
application for funding. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample 
of expenditures (1 0% of items or 15 items, whichever was less), as mentioned in 
procedure 7, to verify expenditures were approved, supported with documentation, and 
spent according to the purposes identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample 
of labor expenditures (10% of items or 15 items, whichever was less) charged to the 
grant and traced the expenditures to supporting effort-reporting documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

r 
10. Procedures performed: We reviewed the Center's actual expenditures of award funds 

and compared them to the application budget of expenditures, and reviewed 
documentation explaining any material differences. Materiality is the greater of 10% or 
$10,000. 

Findings: No findings noted. 
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11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures 
reported on the Economic Impact Study Data Form included in the Functional Review to 
verify that reported exp.en.clitures wer.e made to North Dakota entities and o.c.currerl within 
the specified time period. 

Findings: No expenditures reported on the Economic Impact Study Data Form and thus 
not applicable. 

12. Procedures performed: We reviewed the timeline of the grants that were provided with 
the applications and discussed the actual timeline with management to ensure the 
Center has properly disclosed material timeline changes. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the scope of the grants that were provided with 
the applications and discussed the actual scope for each grant with management to 
ensure the Center has properly disclosed material scope changes. 

Findings: No findings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified 
above, and is not intended. to be and should not be used by anyone other than these specified 

parties. v 
BRADY~z==IATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING 
AGREED-UPON PROCEDURES 

To the Specified Users of the Report: 
UND Center for Innovation Foundation Enhanced Use Lease for Grand Forks Air Force Base 
Center of Excellence 
SBHE 
ND Economic Development Foundation 
ND Legislative Council 

We have performed the procedures enumerated below which were agreed to by the specified 
users of the report, as identified above, to assist the UND Center for Innovation Foundation 
Enhanced Use Lease for Grand Forks Air Force Base Center of Excellence in meeting its financial 
accountability requirements as prescribed by ND Century Code 15-69-05 for the fiscal year ended 
June 30, 2013. Management of the UND Center for Innovation Foundation Enhanced Use Lease 
for Grand Forks Air Force Base Center of Excellence is responsible for the Center's financial 
accountability and its compliance with those legal and contractual requirements. This agreed-upon 
procedures engagement was conducted in accordance with the attestation standards established 
by the American Institute of Certified Public Accountants and fieldwork and reporting standards 
applicable to attestation engagements as contained in Government Auditing Standards of the 
Comptroller General of the United States of America. The sufficiency of the procedures is solely 
the responsibility of those parties specified in the 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. 

Procedures and Findings 

As of and for the fiscal year ended June 30, 2013: 

1. Procedures performed: From the disbursement letter the Center received from the ND 
Department of Commerce, we traced the amount of funding to the receipt of funds in the 
Center's accounting records. 

Findings: We traced the $921,050 of funds received during fiscal year 2013 to receipts in 
the Center's accounting records. No findings noted. 

2. Procedures performed: From the Center's accounting records, we reviewed supporting 
documentation to determine that interest earned on the award proceeds was retained by 
the Center. 

Findings: Award proceeds are deposited in non-interest bearing accounts. No findings 
noted. 
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3. Procedures performed: From the annual Functional Review, we reviewed the Matching 
Cash Contributions, Cash Reserved, and Matching In-Kind Contributions reported in the 
Functional Review and traced them to supporting documentation and/or the accounting 
records. 

Findings: Center of Excellence Base Realignment Grants do not have a matching funds 
requirement. 

4. Procedures performed: From the Center's accounting records, we verified compliance 
with the matching funds requirements for the Center. This included verifying that the Center 
is accountable to the requirements specified in NDCC 15-69-05 during the biennium in 
which the grant was approved. 

Findings: Center of Excellence Base Realignment Grants do not have a matching funds 
requirement. 

5. Procedures performed: From the annual Functional Review, we reviewed the Leveraged 
· Cash Contributions, Cash Reserved, and Leveraged In-Kind Contributions reported and 
traced them to supporting documentation and/or the accounting records. 

Findings: We traced the $127,295 Leveraged In-Kind Contributions reported in the 
Functional Review for the fiscal year ended June 30, 2013 to proper supporting 
documentation. 

6. Procedures performed: From the annual Functional Review, we reviewed the private 
sector jobs created and traced them to supporting documentation. We verified that the 
private sector jobs are positions at the Center and University that are not paid by state 
general funds as identified in the Functional Review. 

Findings: No private sector jobs were reported in the fiscal year 2013 Functional Review. 

7. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less with a minimum of 5) to report 
any noted instances of noncompliance with NDCC 54-65. 

Findings: No findings noted. 

8. Procedures performed: From the Center's accounting records, we reviewed a sample of 
expenditures (10% of items or 15 items, whichever was less with a minimum of 5), as 
mentioned in procedure 7, to verify expenditures were approved, supported with 
documentation, and spent according to the scope identified in the application for funding. 

Findings: No findings noted. 

9. Procedures performed: From the Center's accounting records, we reviewed a sample of 
labor expenditures (10% of items or 15 items, whichever was less with a minimum of 5) 
charged to the grant and traced the expenditures to supporting effort-reporting 
documentation. 

Findings: No labor charged to this project, and thus, not applicable. 

BRADY, MARTZ & ASSOCIATES, P.C. 



10. Procedures performed: We reviewed the Center's actual expenditures of award funds and 
compared them to the application budget of expenditures, and reviewed documentation 
explaining any material differences. Materiality is the greater of 10% or $10,000 of the 
original budget item. 

Findings: No findings noted. 

11. Procedures performed: We reviewed a sample of 5 of the Center's expenditures reported 
on the Economic Impact Study Data Form included in the Functional Review to verify that 
reported expenditures were made to North Dakota entities and occurred within the specified 
time period. 

Findings: No Center expenditures were reported on the Economic Impact Study Data 
Form. 

12. Procedures performed: We reviewed the original timeline of the Grant that was provided 
' with the application and discussed the actual timeline with management to ensure the 

Center has properly disclosed material timeline changes in the Functional Review. 

Findings: No findings noted. 

13. Procedures performed: We reviewed the original scope of the Grant that was provided 
with the application and discussed the actual scope for the Grant with management to 
ensure the Center has properly disclosed material scope changes in the Functional Review. 

Findings: Nofindings noted. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the accounting records. Accordingly, we do not express such an 
opinion. 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 specified users, as identified above, 
and is not intended to be and should not be used by anyone other than these specified parties. 

BRA~::t:A~£ 
GRAND FORKS, NORTH DAKOTA 

November 15, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

Lake Region State College 
Dakota Precision Agriculture Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet - modified cash basis of the Lake Region· State 
College Dakota Precision Agriculture Center of Excellence as of June 30, 2013, and the related 
statements of revenues, expenditures, and fund balance - modified cash basis, and budgeted, 
incurred, and questioned costs - modified cash basis from July 1, 2009 (inception of the grant) 
through June 30, 2013, and the related notes to the financial statements, which collectively 
comprises the Center's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

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

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com -1-
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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 
respective financial position - modified cash basis of the Lake Region State College Dakota 
Precision Agriculture Center of Excellence as of June 30, 2013, and the results of its operations for 
the cumulative grant period then ended in conformity with the modified cash basis of accounting as 
described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the Lake Region State College Dakota Precision 
Agriculture Center of Excellence's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
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 the Center's 
internal control over financial reporting and compliance. 

BRA~:t:'!~. P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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ASSETS 

Cash 

LAKE REGION STATE COLLEGE 
DAKOTA PRECISION AGRICULTURAL 

CENTER OF EXCELLENCE 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

Total assets 

FUND BALANCE 

T otalliabilities and fund balance 

See Notes to Financial Statements 

-3-
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LAKE REGION STATE COLLEGE 

DAKOTA PRECISION AGRICULTURAL - CENTER OF EXCELLENCE 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE-

MODIFIED CASH BASIS 
FROM JULY 1, 2009 (INCEPTION) TO JUNE 30, 2013 

REVENUES Total - Grant revenue $ 400,000 
Interest income 273 
Gifts and reimbursements 39,159 - Total revenues 439,432 

EXPENDITURES -
Salaries and benefits 179,445 
Fringe benefits 38,787 - Travel 25,790 
Software and licenses 859 
Periodicals 518 - Research supplies and materials 4,245 
Subscriptions 781 
Banquet and meeting food and beverages 369 - Clothing 290 
Farm and livestock supplies 661 
Other supplies 131 - Name tags, business cards, and ID cards 114 
Promotional supply unlicensed 2,178 
Office supplies 884 - Paper products 30 
Audio visual equipment 252 
Printing 1,796 - Other equipment 15,478 
Booth and room rental 4,835 
Phone services 276 - Advertising services 3,900 
Credit card fees 360 
Design services 473 - Consultants 428 

IT consultants 401 

Participant Fees 48,000 - Contract Services 13,530 

Equipment fabrication 67,146 
Website 27,475 - Total expenditures 439,432 

REVENUES OVER EXPENDITURES -
Fund balance, beginning of period 

- FUND BALANCE, END OF PERIOD $ 

See Notes to Financial Statements 

-4-



-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

-

LAKE REGION STATE COLLEGE 
DAKOTA PRECISION AGRICULTURAL 

CENTER OF EXCELLENCE 
STATEMENT OF BUDGETED, INCURRED, AND QUESTIONED COSTS-

MODIFIED CASH BASIS 
FROM JULY 1, 2009 (JNCEPTION) TO JUNE 30, 2013 

Budgeted Incurred 
Cost Cost 

Salaries and benefits $ 279,000 $ 179,445 
Assessments 12,000 38,787 
Testing 9,000 
Travel 25,790 
Software and licenses 859 
Periodicals 518 
Research supplies and materials 4,245 
Subscriptions 781 
Banquet and meeting food and beverages 369 
Clothing 290 
Farm and livestock supplies 661 
Other supplies 131 
Name tags, business cards, and ID cards 114 
Promotional supply unlicensed 2,178 
Office supplies 884 
Paper products 30 
Audio visual equipment 252 
Printing 1,796 
Other equipment 15,478 
Booth and room rental 4,835 
Phone services 276 
Advertising services 3,900 
Credit card fees 360 
Design services 473 
Consultants 428 
IT consultants 401 
Participant fees 48,000 
Contract services 13,530 
Equipment fabrication 100,000 67,146 
Website 27,475 

Total expenditures $ 400,000 $ 439,432 

See Notes to Financial Statements 
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Questioned 
Cost 

$ -

$ -

$ 

$ 

Over 
(Under) 

(99,555) 
26,787 
(9,000) 
25,790 

859 
518 

4,245 
781 
369 
290 
661 
131 
114 

2,178 
884 

30 
252 

1,796 
15,478 
4,835 

276 
3,900 

360 
473 
428 
401 

48,000 
13,530 

(32,854) 
27,475 

39,432 
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LAKE REGION STATE COLLEGE 
DAKOTA PRECISION AGRICULTURAL 

CENTER OF EXCELLENCE 
NOTES TO THE FINANCIAL STATEMENTS 

FROM JULY 1, 2009 (INCEPTION) TO JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the Dakota Precision Agriculture Center of Excellence award to Lake Region 
State College was intended to create a center in which agronomic impact assessment of 
precision agriculture technologies would occur, an "answer farm" testing cohort would be 
created, and product design (including educational tools), prototype development, and 
incentivized job creation would result across its lifetime. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts 
and reported in the financial statements. Basis of accounting relates to the timing of the 
measurements made, regardless of the measurement focus applied. The grant is accounted for 
using the modified cash basis method of accounting. Revenues are recognized when all the 
eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when paid. 

Deferred Revenue 

Deferred revenue arises when assets are recognized in the financial statements before the 
revenue recognition criteria have been satisfied. Grants received before the eligibility 
requirements are met are recorded as deferred revenue. 

NOTE 2 GRANT 

The total grant to the Lake Region State College Dakota Precision Agriculture Center of 
Excellence was $400,000. As of June 30, 2013, $439,432 had been spent and $400,000 had 
been received from the North Dakota Department of Commerce. In addition, interest income of 
$273 and reimbursements of $39,159 had been received and used on grant related expenses. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with 
terms and conditions specified in the grant agreements and is subject to audit by grantor 
agencies. Any disallowed claims resulting from such audits could become an additional liability 
requiring funding from an alternative source. The amount, if any, of expenditures which may be 
disallowed by the grantor cannot be determined at this time. 

-6-
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

Lake Region State College 
Dakota Precision Agriculture Center of Excellence . 

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 accompanying 
modified cash basis financial statements of the fund information of the Lake Region State College 
Dakota Precision Agriculture Center of Excellence for the cumulative grant period ended June 30, 
2013, and the related notes to the financial statements, which collectively comprise the Center's 
basic financial statements, and have issued our report thereon dated September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the lake Region 
State College Dakota Precision Agriculture Center of Excellence'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 the Center's internal control. Accordingly, 
we do not express an opinion on the effectiveness of the Center's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
manageme·nt 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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 
-7- "'-'"''""""'-!• McGLAOREY ALLIANCE = McGiadrey 
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Compliance and Other Matters 

As part of obtaining reasonable assur-ance about whether the Lak-e Region State College 
Dakota Precision Agriculture Center of Excellence's financial statements are free of 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing _Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRAg:::! !~S, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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LAKE REGION STATE COLLEGE 
DAKOTA PRECISION AGRICULTURAL 

CENTER OF EXCELLENCE 
SCHEDULE OF FINDINGS AND RESPONSES 

FROM JULY 1, 2009 (INCEPTION) TO JUNE 30,2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
Statements noted? 

Unmodified 

_yes_xno 

_yes _x none reported 

_yes_x no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 

-9-
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

Dickinson State University 
Center of Excellence 

Dickinson, North Dakota 

INDEPENDENT AUDITOR'S REPORT 

We have audited the balance sheet-modified cash basis of the Dickinson State University 
Center of Excellence as of June 30, 2012, and the related statements of revenues, expenditures 
and fund balance-modified cash basis, and budgeted, incurred and questioned costs-modified 
cash basis for the year ended June 30, 2012. These financial statements are the responsibility 
of the Dickinson State University Center of Excellence's management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures 
in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the Dickinson State University Center of Excellence as of June 30, 
2012, and the results of its operations for the year ended in conformity with the modified cash 
basis of accounting. 

In accordance with Government Auditing Standards, we have also issued our report dated 
January 10, 2014, on our consideration of the Dickinson State University Center of Excellence's 
internal control over financial reporting and our tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and 
compliance and the results of that testing, and not to provide an opinion on 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 and should be considered in assessing the 
results of our audit. 

BRADY.I\MRlZ &ASSOCIATES. P.C. 
2D7 E Broad\.vay A \e. PO Box l 2Y7 
Bismarck, ND 58502-1297 701.223.1717 Fax 701 .222..o89-rl-

McGlAOREY AUIANCE 
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This report is intended solely for filing with the State Board of Higher Education, the Budget 
Section of the legislative management and the North Dakota Department of Commerce, and is 
not intended for any other purpose. 

Br~.~ 
BRADY, MARTZ & ASSOCIATES, P .C. 

January 10, 2014 

BRADY. PMR1Z & ASSOCIATES, P .C. -2-



DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
BALANCE SHEET -MODIFIED CASH BASIS 

ASSETS 

Cash 

Total assets 

LIABILITIES 

FUND BALANCE 
Assigned 

AS OF JUNE 30,2012 

Total liabilities and fund balance 

See Notes to the Financial Statements 

-3-

$ 1,218 

$ 1,218 

$ 

1,218 

$ 1,218 



DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE YEAR ENDED JUNE 30, 2012 

REVENUES 

Grant Revenue 
Interest income 

Total revenues 

EXPENDITURES 

Salaries 
Fringe benefits and payroll taxes 
Travel and registration fees 
Printing 
Contract seiVices 
Consultants 

Total expenditures 

Revenues over expenditures 

Fund balance, beginning of period 

Fund balance, end of period 

See Notes to the Financial Statements 

-4-

Total 

$ 61,103 

$ 

51 

61,154 

37,327 
15,177 

1,067 
7 

389 
5,969 

59,936 

1,218 

1,218 



DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS -MODIFIED CASH BASIS 

FOR THE YEAR ENDED JUNE 30,2012 

Budgeted Incurred Questioned Over 
Cost Cost Cost ~Under~ 

Salaries $ 80,572 $ 37,327 $ $ (43,245) 
Fringe benefits and payroll taxes 32,229 15,177 (17,052) 
Travel and registration fees 3,000 1,067 208 (1 ,933) 
IT 500 (500) 
Other supplies 200 (200) 
Office supplies 500 (500) 
Printing 300 7 (293) 
Contract services 389 389 
Consultants 500 5,969 5,469 

Total expenditures $ 117,801 $ 59,936 $ 208 $ {57,865~ 

See Notes to the Financial Statements 
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DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2012 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the Dickinson State University Center of Excellence grant is to establish and 
operate the Institute of Technology and Business that will focus on a keystone project which will 
enable Killdeer Mountain Manufacturing to expand its high-tech aerospace manufacturing 
business, thereby creating jobs in rural ND communities. The Institute of Technology and 
Business will also collaborate with its partners and with the Center's other institutes to create a 
capacity for supporting entrepreneurs and businesses in addition to Killdeer Mountain 
Manufacturing. The mission of the Center for Entrepreneurship and rural Revitalization is to 
promote economic development through entrepreneurial strategies. The Institute of Technology 
and Business will support the Center's mission by focusing on commercial application of 
technology to help technology-based businesses start or expand in rural ND communities. The 
Institute will seek to identify new technology-related opportunities and will provide technical 
assistance to help businesses adapt and implement new technologies. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts 
and reported in the financial statements. Basis of accounting relates to the timing of the 
measurements made, regardless of the measurement focus applied. The grant is accounted for 
using the modified cash basis method of accounting. Revenues are recognized when all the 
eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the 
expenses are paid. 

Fund Balance 

When both restricted and unrestricted resources are available for use, the Center of 
Excellence's preference is to first use restricted resources, then unrestricted resources
committed, assigned, and unassigned-in order as needed. 

Assigned - This classification reflects the amount constrained by the Dickinson State 
University's "intent" to be used for specific purposes, but are neither restricted nor committed. 
The management of Dickinson State University have the authority to assign amounts to be used 
for specific purposes. 

Assigned balances represent excess program income and interest earned on grant funds that 
are to be used for the Center of Excellence. 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of Dickinson State 
University and are deposited in the Bank of North Dakota. All deposits of the Bank of North 
Dakota are backed by the State of North Dakota. 

-6-



DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
NOTES TO THE FINANCIAL STATEMENTS- CONTINUED 

AS OF JUNE 30,2012 

NOTE2 GRANT 

The total grant to the Dickinson State University Center of Excellence was $1,150,000. As of 
June 30, 2012, $1,150,000 had been spent and $1,150,000 had been received from the North 
Dakota Department of Commerce. In addition, a total of $51 in interest income had been 
earned during the fiscal year ended June 30, 2012 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with 
terms and conditions specified in the grant agreements and is subject to audit by grantor 
agencies. Any disallowed claims resulting from such audits could become an additional liability 
requiring funding from an alternative source. The amount, if any,· of expenditures which may be 
disallowed by the grantor cannot be determined at this time. 

-7-



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENTAUDITOR'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MA TIERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

Dickinson State University 
Center of Excellence 

Dickinson, North Dakota 

We have audited the modified cash basis financial statements of the fund information of the 
Dickinson State University Center of Excellence as of and for the year ended June 30, 2012, 
and have issued our report thereon dated January 10, 2014. We conducted our audit in 
accordance with 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. 

Internal Control Over Financial Reporting 

Management of Dickinson State University Center of Excellence is responsible for establishing 
and maintaining effective internal control over financial reporting. In planning and performing 
our audit, we considered the Center of Excellence's internal control over financial reporting as a 
basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Center of Excellence's internal control over financial reporting. Accordingly, we do not express 
an opinion on the effectiveness of the Center of Excellence's internal control over financial 
reporting. 

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 a 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. 

BRAD'r'. M\R1Z &.ASSOCIATES. P.C. 
:207 E Broomvoy Ave:. POBox 1:297 
Blsmorck. t-lD :SS02-1297 701.223.171 7 Fo:x: 701.222.0894 
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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 over financial reporting that might be deficiencies, significant deficiencies, or 
material weaknesses. We did not identify any deficiencies in internal control over financial 
reporting that we consider to be material weaknesses, as defined above. However, we 
identified a certain deficiency in internal control over financial reporting, described in the 
accompanying schedule of findings and responses, as item 2012-1, which we consider to be a 
significant deficiency in internal control over financial reporting. 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. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Dickinson State University Center 
of Excellence's financial statements are free of 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 one instance of noncompliance or other matters that 
is required to be reported under Government Auditing Standards and is described as item 2012-
1 in the accompanying schedule of findings and responses. 

The Center of Excellence's response to the finding identified in our audit is described in the 
accompanying schedule of findings and responses. We did not audit the Center of Excellence's 
response and, accordingly, we express no opinion on it. 

This report is intended solely for the information and use of the State Board of Higher 
Education, the Budget Section of the legislative management, and the North Dakota 
Department of Commerce, and is not intended to be and should not be used by anyone other 
than these specified parties. 

BRADY, MARTZ & ASSOCIATES, P.C. 

January 10, 2014 

BRADY, MAR1Z & ASSOCIATES. F'.C. 
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DICKINSON STATE UNIVERSITY CENTER OF EXCELLENCE 
SCHEDULE OF FINDINGS AND RESPONSES 

AS OF JUNE 30, 2012 

SECTION I -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? 

Noncompliance material to financial 
statements noted? 

Unqualified 

__ yes 
_x_ yes 

yes 

x no 
__ none reported 

x no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

2012-1: Center of Excellence Grant 

Criteria 
Only allowable costs should be charged to the Center of Excellence grant, as described in the 
grant proposal and North Dakota Century Code 15-69. 

Condition 
Of twenty five expenditures tested for this grant, one expenditure totaling $207.72 to Dickinson 
State University for mileage was undocumented and did not have proper approval. Per the 
2011 version of the North Dakota Century Code 15-69-05, "a center awarded funds under this 
chapter may not use the funds for infrastructure, to supplant funding for current operations or 
academic instructions, or to pay indirect costs. 

Cause 
The College is not maintaining proper controls for determining allowable costs under this grant. 

Effect 
There is potential for unallowable costs to be charged to this grant and the College to not be in 
compliance with grant requirements. 

Recommendation 
We recommend the College maintain adequate documentation for all expenditures charged to 
the grant and verify all expenditures are properly approved. 

Views of Responsible Officials and Planned Corrective Actions 
The Dickinson State University Center of Excellence agrees with the recommendation. DSU 
does maintain a sign-out book in each state fleet vehicle. The person utilizing the vehicle enters 
in the mileage in and mileage upon return, the department being charged, and the name of the 
driver. The sign-out book is the support for the transaction as the mileage charges are 
calculated based upon the miles driven times the amount per mile for the vehicle. At the end of 
each month, total mileage charges are uploaded into PeopleSoft by fund, department, and 
account based upon the date from the sign-out sheets. DSU will work to ensure that all the 
relevant data is provided on the sign-out sheet so the transactions are recorded in the proper 
fund, department, and account code. 
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North Dakota State University 
Fargo, North Dakota 

Report on Compliance 

~. 
EideBaill~, 
~ 

CPA• & BUSINE..'>S ADVISORS 

Independent Auditor's Report 

We have audited North Dakota State University's compliance with the types of compliance requirements 
described in the North Dakota Century Code 15-69-05 that could have a direct and material 
effect on each ofthe University's Centers of Excellence awards for center that have, as of June 30, 2013, 
completed two or more full fiscal years of its post award monitoring. The University's Centers of 
Excellence subject to testing 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 Center's of Excellence awards. 

Auditor's Responsibility 

Our responsibility is to express an opinion on the compliance for the University's Center's of Excellence 
awards 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 North Dakota Century Code 15-69-05. Those 
standards and the North Dakota Century Code 15-69-05 require that we plan and perform the audit 
to obtain reasonable assurance about whether noncompliance with the compliance requirements referred 
to above that could have a direct and material effect on the Center's of Excellence awards occurred. An 
audit includes examining, on a test basis, evidence about the Company'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 the Centers of 
Excellence. However, our audit does not provide a legal determination of the University's compliance. 

Opinion 

In our opinion, the University complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on Centers of Excellence awards for centers 
that have as ofJune 30, 2013, completed two or more full fiscal years of post-award monitoring. 

www .eideba illy.com 
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Internal Control over Compliance 

Management of the University is responsible for establishing and maintaining effective internal control 
over compliance with the compliance requirements referred to above. In planning and performing our 
audit, we considered the University's internal control over compliance with the requirements that could 
have a direct and material effect on a Centers of Excellence award to determine the auditing procedures 
for the purpose of expressing our opinion on compliance, 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 the University's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance 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 
Centers of Excellence award on a timely basis. A material weakness in internal control over compliance 
is a deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a compliance requirement will not be prevented, 
or detected and corrected, on a timely basis. A significant deficiency in internal control over compliance 
is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a Centers of Excellence award 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 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 
North Dakota Century Code 15-69-05. Accordingly, this report is not suitable for any other purpose. 

Other Matter 

The budget to actual comparisons is presented for purposes of additional analysis and is not a required 
part of the schedule of Centers of Excellence awards. The budget to actual comparison is the 
responsibility of management and was derived from and relate directly to the underlying accounting and 
other records used to prepare the schedule of Centers of Excellence awards. The information has been 
subjected to the auditing procedures applied in the audit of the schedule of Centers of Excellence awards 
and certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statement of to the schedule of 
Centers of Excellence awards itself, 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 schedule of Centers ofExcellence awards as a whole. 
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Report on Schedule of Centers of Excellence Awards 

We have audited the Schedule of Centers of Excellence awards ofNorth Dakota State University that 
have as of June 30, 2013 completed two or more full fiscal years of post-award monitoring, and have 
issued our report thereon dated October 3, 2013, which contained an unmodified opinion on those Centers 
of Excellence awards. Our audit was conducted for the purpose of forming an opinion on the Schedule of 
Centers ofExcellence awards as a whole. They accompanying Schedule of Centers ofExcellence awards 
is presented for purposes of additional analysis as required by North Dakota Century Code 15-69-05 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 Schedule of 
Centers of Excellence awards is fairly stated in all material respects in relation to the financial statements 
as a whole. 

Fargo, North Dakota 
October 3, 2013 
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Centers ofExcellence Title 

Center for Materials and Nanotechnology 

Rl Expansion 

Center for Advanced Technology 
Development and Commercialization 

Center for Sensors, Communications and Control 

Center for Limited Deployment Cooperative 
Airspace Project 

Notes to Schedule of Centers of Excellence Awards 

Note 1- General 

North Dakota State University 
Schedule of Centers of Excellence Awards 

June 30,2013 

Identifying 
Period Range Number 

7/1110 to 6/30/13 FAR0016386 

7/1/10 to 6/30/13 FAR0016385 

7/1110 to 6/30/13 FAR0017137 

7/1/10 to 6/30/13 FAR0017191 

7/1111 to 6/30/13 FAR0018949 

Expenditures 

$ 999,301 

3,134,524 

109,261 

348,301 

290,066 

The accompanying schedule of Centers of Excellence awards is presented on the accrual basis of accounting. 
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There were no audit findings in the prior audit period. 

North Dakota State University 
Summary Schedule of Prior Audit Findings 

June 30, 2013 
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A. Summary of Audit Results 

North Dakota Centers of Excellence Awards 
Internal control over COE awards: 

Material weakness( es) identified? 
Significant deficiency(ies) identified? 

Type of auditor's report issued on compliance for COE awards: 

Any audit findings disclosed that are required to be reported: 

B. Findings and Responses- None 

North Dakota State University 
Schedule of Findings and Responses 

June 30, 2013 

No 
None reported 

Unmodified 

No 
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North Dakota State University 
Budget to Actual Comparison 

Center for Materials and Nanotechnology 
June 30, 2013 
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For the period 7/1110 to 6/30/13: 

Expenditures 
Planning, Permits, 

and Insurance 
Construction 
Institutional Work 
Contingency 
Other 
Furniture, Fixture 

and Equipment 

Total expenditures 

Rl Expansion (FAR0016385) 

Original Budget Final Budget 

$ 283,840 $ 283,962 
3,210,392 3,142,650 

160,000 44,836 
106,560 249,007 

14,208 11,585 

225,000 267,960 

$ 4,000,000 $ 4,000,000 

North Dakota State University 
Budget to Actual Comparison 

R1 Expansion 
June 30,2013 

Actual 

$ 275,314 
2,851,864 

745 

6,601 

$ 3,134,524 

Variance with 
Final Budget 

$ 

$ 

8,648 
290,786 

44,091 
249,007 

4,984 

267,960 

865,476 
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North Dakota State University 
Budget to Actual Comparison 

Center for Advanced Technology Development and Commercialization 
June 30, 2013 
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For the period 7/1110 to 6/30/13: 

Expenditures 
Personnel 
Operating 
Equipment 

Total expenditures 

North Dakota State University 
Budget to Actual Comparison 

Center for Sensors, Communications, and Control 
June 30, 2013 

i:Si:i: (F'A:ROOI719Ij I 
Vanance w1th 

Original Budget Final Budget Actual Final Budget 

$ 2,519,136 $ 2,519,136 $ 333,020 $ 2,186,116 
247,564 247,564 15,281 232,283 

33,300 33,300 33,300 

$ 2,800,000 $ 2,800,000 $ 348,301 $ 2,451,699 
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For the period 7/1111 to 6/30/13: 

Expenditures 
Salaries and Fringe Benefits 
Travel 
Program and Operating 
Program Fees and Services 

Total expenditures 

North Dakota State University 
Budget to Actual Comparison 

Center for Limited Deployment Cooperative Airspace Project 
June 30,2013 

I:IJC:AP {F':ARIJIJ I 8949) I 
Vanance w1th 

Original Budget Final Budget Actual Final Budget 

$ 870,057 $ 870,057 $ 234,100 $ 635,957 
10,500 10,500 3,523 6,977 
91,500 91,500 38,601 52,899 

327,943 327,943 13,842 314,101 

$ 1,300,000 $ 1,300,000 $ 290,066 $ 1,009,934 
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INDEPENDENT AUDITORS' REPORT 

To the Specified Users of the Report: 
University of North Dakota Research Foundation 
North Dakota Department of Commerce 
State Board of Higher Education 
North Dakota Legislative Council - Budget Section 
Centers of Excellence Commission 
North Dakota Economic Development Foundation 

Report on the Financial Statement 

VIRCHOW KRAUSE, LLP 

Baker Tilly Virchow Krause, LLP 
225 S Sixth St, See 2300 
Minneapolis, MN 55402-4661 
rel612 876 4500 
fax 612 238 8900 
bakerrilly.com 

We have audited the accompanying financial statement of the Center of Excellence in Passive Therapeutics of 
the University of North Dakota Research Foundation (the "Foundation"), which comprise the schedule of Center 
of Excellence program award expenditures - budget to actual for the period from the first disbursement of award 
funds through June 30, 2013 and the related notes to the schedule. 

Management's Responsibility for the Financial Statement 

Management is responsible for the preparation and fair presentation of the financial statement 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 this 
financial statement that is free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on the financial statement of the grant based on our audit. We 
conducted our audit 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 North Dakota Century Code 15-69-05.1. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statement. The procedures selected depend on the auditors' judgment, including the assessment of the 
risks of material misstatement of the financial statement, 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 statement 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 statement. 

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

Page 1 
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Opinion 

In our opinion, the financial statement referred to above presents fairly, in all material respects, the expenditures 
of awards under the Center of Excellence in Passive Therapeutics grant of the University of North Dakota 
Research Foundation for the period from the first disbursement of award funds through June 30, 2013, in 
accordance with accounting principles generally accepted in the United States of America. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 24, 2013 
on our consideration of the University of North Dakota Research Foundation's internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Foundation's internal control over financial 
reporting and compliance. 

Minneapolis, Minnesota 
September 24, 2013 
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Wages & Benefits 
Research Equipment 
Materials & Supplies 
Training 
IT & Computers 
Travel 

UNIVERSITY OF NORTH DAKOTA RESEARCH FOUNDATION 
CENTER OF EXCELLENCE IN PASSIVE THERAPEUTICS 

SCHEDULE OF CENTER OF EXCELLENCE PROGRAM AWARD 
EXPENDITURES - BUDGET TO ACTUAL 

From First Disbursement of Award Funds Through June 30, 2013 

Application Revised 
Budget Budget Actual 

$ 968,007 $ 590,191 $ 520,154 
689,780 244,624 185,294 
254,000 207,525 349,377 

20,000 7,000 
50,000 278 278 
40,000 5,781 17,856 

Lab Fit-out Costs I Construction 628,213 1,526,384 1,526,384 
Research I Admin Office 68,217 50,657 

TOTAL EXPENDITURES $ 2,650,000 $ 2,650,000 $ 2,650,000 

Variance with 
Revised Budget 

$ 70,037 
59,330 

(141,852) 
7,000 

(12,075) 

17,560 

$ 

See accompanying notes to schedule of Center of Excellence program award expenditures - budget to actual. Page 3 



UNIVERSITY OF NORTH DAKOTA RESEARCH FOUNDATION 

NOTES TO SCHEDULE OF CENTER OF EXCELLENCE PROGRAM AWARD 
EXPENDITURES - BUDGET TO ACTUAL 

From First Disbursement of Award Funds Through June 30, 2013 

NOTE 1- BASIS OF PRESENTATION 

The Schedule of Center of Excellence Program Award Expenditures - Budget to Actual includes grant activity for 
the Passive Therapeutics grant of the University of North Dakota Research Foundation and is presented on the 
accrual basis of accounting. 

The information in this schedule is presented in accordance with the requirements of North Dakota Century 
Code 15-69. 

NOTE 2 - EXPENDITURE ACTIVITY AND BUDGET 

Expenditures of the Passive Therapeutics grant have ended. There were several amendments to the application 
budget; the most recent being approved by the Center of Excellence commission on August 10, 2011. 
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VIRCHOW KRAUSE, LLP 

Baker Tilly Virchow Krause, LLP 
225 S Sixth St, Sre 2300 
Minneapolis, MN 55402-4661 
tel612 876 4500 
fax 612 238 8900 
bakerrilly.com 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE SCHEDULE OF 
CENTER OF EXCELLENCE PROGRAM AWARD EXPENDITURES- BUDGET TO ACTUAL 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Independent Auditors' Report 

To the Board of Directors 
University of North Dakota Research Foundation 
Grand Forks, North Dakota 

We have audited, in accordance with 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 statement of the Center of Excellence in Passive 
Therapeutics of the University of North Dakota Research Foundation (the "Foundation"), which comprise the 
schedule of Center of Excellence program award expenditures - budget to actual for the period from the first 
disbursement of award funds through June 30, 2013 and the related notes to the schedule, and have issued our 
report thereon dated September 24, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statement, we considered the University of North Dakota 
Research Foundation'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 schedule 
of Center of Excellence program award expenditures- budget to actual, but not for the purpose of expressing an 
opinion on the effectiveness of the University of North Dakota Research Foundation's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the University of North Dakota Research 
Foundation's internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. 
However, as described in the accompanying schedule of findings and questioned costs, we identified certain 
deficiencies in internal control that we consider to be material weaknesses. 

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 a 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. We consider the deficiencies 
described in the accompanying schedule of findings and questioned costs to be material weaknesses. These 
material weaknesses are items 2013-1 and 2013-2. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the University of North Dakota Research Foundation's 
schedule of Center of Excellence program award expenditures - budget to actual is 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 
schedule of Center of Excellence program award expenditures - budget to actual 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. 

University of North Dakota Research Foundation's Response to Findings 

The University of North Dakota Research Foundation's response to the findings identified in our audit is 
described in the accompanying schedule of findings and questioned costs. The University of North Dakota 
Research Foundation's response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on it. 

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 the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

Minneapolis, Minnesota 
September 24, 2013 
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VIRCHOW KRAUSE. LLP 

Baker Tilly Virchow Krause, LLP 
225 S Sixth St, Stc 2300 
Minneapolis, MN 55402-4661 
tel6!2 876 4500 
fax612238 8900 
bakerrilly.com 

REPORT ON COMPLIANCE ON THE CENTER OF EXCELLENCE PROGRAM; 
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; 

AND REPORT ON THE SCHEDULE OF CENTER OF EXCELLENCE PROGRAM AWARD 
EXPENDITURES- BUDGET TO ACTUAL REQUIRED BY THE NORTH DAKOTA 
CENTURY CODE 15-69-05.1 AND APPLICABLE PURCHASING REQUIREMENTS 

Independent Auditors' Report 

To the Board of Directors 
University of North Dakota Research Foundation 
Grand Forks, North Dakota 

Report on Compliance for Center of Excellence Program 

We have audited the University of North Dakota Research Foundation's compliance with the types of 
compliance requirements described in the North Dakota Century Code ("NDCC") 15-69-05.1 and applicable 
purchasing requirements that could have a direct and material effect on the University of North Dakota 
Research Foundation's Center of Excellence in Passive Therapeutics grant for the period from the first 
disbursement of award funds through June 30, 2013. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its Center of Excellence program. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for the Center of Excellence in Passive Therapeutics 
grant program 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 North Dakota Century Code 15-69-05.1. Those standards and 
North Dakota Century Code 15-69-05.1 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 the Center of Excellence in Passive Therapeutics grant program occurred. 
An audit includes examining, on a test basis, evidence about the University of North Dakota Research 
Foundation'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 the Center of 
Excellence in Passive Therapeutics grant for the period from the first disbursement of award funds through 
June 30, 2013. However, our audit does not provide a legal determination of the University of North Dakota 
Research Foundation's compliance. 
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Opinion on Center of Excellence Program 

In our opinion, the University of North Dakota Research Foundation complied, in all material respects, with the 
types of compliance requirements referred to above that could have a direct and material effect on the Center of 
Excellence in Passive Therapeutics grant for the period from the first disbursement of award funds through 
June 30, 2013. 

Report on Internal Control Over Compliance 

Management of the University of North Dakota Research Foundation 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 the University of North Dakota 
Research Foundation's internal control over compliance with the types of requirements that could have a direct 
and material effect on its Center of Excellence in Passive Therapeutics grant program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance and 
to test and report on internal control over compliance in accordance with North Dakota Century Code 15-69-05.1, 
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 the University of North Dakota Research 
Foundation's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
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 the Center of Excellence 
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 the Center of Excellence 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 a combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of the Center of Excellence 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. 

Purpose of this Report 

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 North Dakota Century 
Code 15-69-05.1. Accordingly, this report is not suitable for any other purpose. 

Minneapolis, Minnesota 
September 24, 2013 
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UNIVERSITY OF NORTH DAKOTA RESEARCH FOUNDATION 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
From First Disbursement of Award Funds Through June 30, 2013 

SECTION I - SUMMARY OF INDEPENDENT AUDITORS' RESULTS 

Schedule of Center of Excellence Program Award Expenditures - Budget to Actual 
Type of auditors' report issued: 
Internal control over financial reporting: 

Material weakness( es) identified? 
Significant deficiency(ies) identified? 

Noncompliance material to the schedule of expenditures noted? 

Center of Excellence Program 
Internal control over the program: 

Material weakness( es) identified? 
Significant deficiency(ies) identified? 

Type of auditors' report issued on compliance for the program? 
Any audit findings disclosed that are required to be reported in accordance with 

NDCC 15-69-05.1? 

SECTION II - SCHEDULE OF EXPENDITURES FINDINGS 

Finding 2013-1: Internal Control over Financial Reporting 

Criteria 

Unmodified 

Yes 
None reported 

No 

No 
No 

Unmodified 

No 

Auditing standards require us to report a material weakness in internal control over financial reporting if 
material journal entries are discovered during the course of the audit. 

Condition 
During the course of the Foundation's financial audit, an adjusting journal entry was identified that was 
material to the financial statements. The adjusting journal entry had no impact on the Center of Excellence in 
Passive Therapeutics grant program. 

Effect 
Without adequate controls over financial reporting, misstatements may not be prevented or detected and 
corrected on a timely basis. 

Cause 
A material journal entry was not prepared by the Foundation. 

Recommendation 
We recommend the Foundation develop an action plan to ensure that all material year-end adjustments are 
recorded by Foundation staff prior to audit fieldwork. 

Management's Response 
In preparation of the sale of assets, there was a significant difference between an appraisal value and the 
book value. This was a very unusual year-end entry that required guidance in determining and preparing. It is 
highly unlikely that this situation will occur in the future. 
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UNIVERSITY OF NORTH DAKOTA RESEARCH FOUNDATION 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
From First Disbursement of Award Funds Through June 30, 2013 

SECTION II- SCHEDULE OF EXPENDITURES FINDINGS (cont.) 

Finding 2013-2: Separation of Duties 

Criteria 
The origination and completion of single transactions should not be under the control of the same individual. 
Each transaction should pass through two or more individuals with the result that the work of one is under the 
review of another. 

Condition 
The Foundation operates its accounting and reporting function with a limited number of individuals, which 
precludes a proper segregation of duties over receipts, payroll, disbursements and financial reporting. The 
Foundation has several compensating controls in place to address the lack of segregation of duties, however, 
they are not sufficient to eliminate the risk is misstatement. 

Effect 
Misstatements in the accounting records may occur and not be detected within a timely period by employees 
in the normal course of performing their assigned functions. 

Cause 
The Foundation has a limited number of staff and has experienced significant turnover in employees during 
the fiscal year. 

Recommendation 
It is important for those charged with governance to be aware of this condition and realize that the 
concentration of duties and responsibility in a limited number of individuals is not desirable from a control 
point of view. Under these conditions, the most effective controls rest in those charged with governance's 
knowledge and monitoring of matters relating to the Foundation's affairs. The Foundation should also review 
the internal control processes and determine whether job responsibilities (including backup responsibilities) 
and general ledger access can be modified to ensure adequate separation of duties exists in all key 
processes. 

Management's Response 
Current management continues to be aware that a limited number of individuals is not desirable from an 
internal control point of view. However, the current management is mitigating internal control concerns to the 
extent possible with the small number of staff available. 

SECTION Ill - CENTER OF EXCELLENCE PROGRAM FINDINGS AND QUESTIONED COSTS 

None. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

Dakota College at Bottineau Center of Excellence 
Bottineau, North Dakota 

We have audited the accompanying financial statements of the special purpose fund of Dakota 
College at Bottineau Center of Excellence, as of June 30, 2013 and for the period of June 17, 
2011 (inception) through June 30, 2013, and the related notes to the financial statements, as 
listed in the table of contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

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

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

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

BRADY, MARTZ & ASSOCIATES, P.C. 
24 West Central P.O. Box 848 
Minot, ND 58702-0848 (701) 852-0196 • Fax (701) 839-5452 
www.bradymartz.com -1- Ml.~rt:tjaw-.dY~bcr I• 
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Basis for Adverse Opinion 

As discussed in Note 1, the financial statements present only the Dakota College at Bottineau 
Center of Excellence Special Purpose fund. Accounting principles generally accepted in the 
United States of America require that Dakota College at Bottineau's financial statements 
present the governmental activities, the business-type activities, the aggregate discretely 
presented component units, each major fund, and the aggregate remaining fund information of 
the College. 

Adverse Opinion 

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse 
Opinion" paragraph, the financial statements referred to above do not present fairly, the financial 
position of Dakota College at Bottineau as of June 30, 2013, or the changes in financial position 
or cash flows thereof for the period of June 17, 2011 (inception) through June 30, 2013. 

Unmodified Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the Dakota College at Bottineau Center of Excellence special purpose 
fund as of June 30, 2013, and the changes in financial position thereof for the period of June 17, 
2011 (Inception) through June 30, 2013 in accordance with accounting principles generally 
accepted in the United States of America. 

BRADY, MARTZ & ASSOCIATES, P.C. 
Minot, North Dakota 

September 23, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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ASSETS 

Cash 
Grant Receivable 

Total Assets 

LIABILITIES 

Accounts Payable 

DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

STATEMENT OF NET POSITION 
JUNE 30, 2013 

Due to University General Fund 
Accrued Payroll and related expenses 
Deferred Revenue 

Total Liabilities 

NET POSITION- UNRESTRICTED 

Total Liabilities and Net Position 

See Notes to the Financial Statements 
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Special 

Purpose 
Fund 

$ 
126,000 

$ 126,000 

$ 706 
4,056 
6,444 

114,794 
126,000 

$ 126,000 



DAKOTA COLLEGE AT BOTIINEAU 
CENTER OF EXCELLENCE 

STATEMENT OF ACTIVITIES 
FOR THE GRANT PERIOD JUNE 17, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Other Income 

Total Revenues 

EXPENDITURES 

Salary & Benefits 
Marketing 
Tech Transfer 
Demonstration 
Distribution 
Other 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Net Position, Beginning of Period 

NET POSITION, END OF PERIOD 

Special 
Purpose 

Fund 

$ 285,206 
7,341 

$ 

292,547 

267,742 
4,310 
9,472 
7,987 

18 
3,018 

292,547 

See Notes to the Financial Statements 
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i. 

DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

STATEMENT OF CASH FLOWS 
FOR THE GRANT PERIOD JUNE 17, 2011 (INCEPTION) TO JUNE 30, 2013 

CASH RECEIVED FROM OPERATING ACTIVITIES 

Grant revenue received 
Other revenue received 

Total Operating inflows 

CASH DISBURSED FROM OPERATING ACTIVITES 

Salary & Benefits 
Marketing 
Tech Transfer 
Demonstration 
Distribution 
Other 

Total Operating outflows 

Net increase (decrease) in cash 

Cash- beginning of period 

Cash - end of period 

Reconciliation of operating income (loss) to net cash 
provided (used) by operating activities 

Operating income (loss) 
Adjustments to reconcile operating income (loss) to 

cash provided (used) by operating activities 
Accounts Receivable 
Accounts Payable 
Due to University General Fund 
Accrued Payroll and related expenses 
Deferred Revenue 

Net cash provided (used) by operating activities 

See Notes to the Financial Statements 
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Special 
Purpose 

Fund 

$274,000 
7,341 

281,341 

257,242 
3,928 
9,269 
7,942 

18 
2,942 

281,341 

0 

0 

$0 

$0 

-126,000 
706 

4,056 
6,444 

114,794 

$0 



DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

STATEMENT OF BUDGETED, INCURRED, AND QUESTIONED COSTS 
FOR THE GRANT PERIOD JUNE 17, 2011 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned 
Special Purpose Fund Cost Cost Cost 

Salary & Benefits $ 324,243 $ 267,742 $ 
Marketing 12,000 . 4,310 
Tech Transfer 14,000 9,472 
Demonstration 25,000 7,987 
Distribution 20,000 18 

Other 4.757 3,018 

Total Expenditures $ 400,000 $ 292,547 $ 

See Notes to the Financial Statements 
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Over 
(Under) 

$ (56,501) 
(7,690) 
(4,528) 

(17,013) 
(19,982) 

(1.739) 

$ (107,453) 



DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

NOTES TO THE FINANCIAL STATEMENTS 
AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The Dakota College at Bottineau Center of Excellence (COE) was formed to assist with the creation of 
jobs. The COE will strive to increase the number of vegetable producers in the state and implement a 
marketing and distribution system for their products. The COE will demonstrate organic vegetable 
production in cold climates using season extension techniques and careful varietal selection. The COE 
will write planning guides for producers, design program protocols in vegetable production, and 
implement a marketing and distribution system for direct to consumer and wholesale vegetables in 
North Dakota. The COE was funded through a Centers of Excellence grant. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The fund is accounted for using the accrual 
method of accounting. 

Cash Deposits 

Cash balances for the Dakota College at Bottineau Center of Excellence special purpose fund are 
pooled with cash funds of the Dakota College at Bottineau and deposited in the Bank of North Dakota. 
All deposits of the Bank of North Dakota are backed by the State of North Dakota. 

Grant Receivables 

Grant receivables are carried at original invoice amount. Management determines necessity for an . 
allowance for doubtful accounts by identifying troubled accounts, using historical experience applied to 
an aging of accounts. Management has determined that no allowance for doubtful accounts is 
necessary as of June 30, 2013. 

Deferred Revenue 

The Center has received the full amount of the grant award, upon which the amount received is 
classified as deferred revenue, and revenue is recognized as the amounts are earned either by 
passage of time or incurring the eligible expenditures. 

NOTE 2 GRANT RECEIVABLE 

A request for funds was presented to the ND Office of Management & Budget (ND OMB) on June 17, 
2013 for $126,000. The amount was approved by the ND OMB on June 28, 2013. However, this 
check was not yet received as of June 30, 2013 and is presented as grants receivable as of that date. 

NOTE 3 GRANT REVENUE I DEFERRED REVENUE 

The total grant to the Dakota College at Bottineau Center of Excellence special purpose fund was 
$400,000. As of June 30, 2013, $285,206 had been expended and therefore recognized as revenue. 
The balance of $114,794 is reflected as deferred revenue. 
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DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

NOTES TO THE FINANCIAL STATEMENTS- CONTINUED 
AS OF JUNE 30, 2013 

NOTE 4 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreement. The disbursements are subject to audit by grantor 
agencies. Any disallowed claims resulting from such audits could become an additional liability 
requiring funding from an alternative source. The amount, if any, of expenditures which may be 
disallowed by the grantor cannot be determined at this time. 

NOTE 5 SUBSEQUENT EVENTS 

No significant events occurred subsequent to June 30, 2013. Management has evaluated subsequent 
events through September 23, 2013, the date which the financial statements were available for use. 
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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 

Dakota College at Bottineau Center of Excellence 
Bottineau, North Dakota 

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 the Dakota College at Bottineau Center of Excellence special purpose fund, as of 
June 30, 2013 and for the period of June 17, 2011 (inception) through June 30, 2013, and the 
related notes to the financial statements, which collectively comprise Dakota College at 
Bottineau Center of Excellence special purpose fund's basic financial statements, and have 
issued our report thereon dated September 23, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Dakota College 
at Bottineau's internal control over financial reporting (internal control) of the Center of 
Excellence special purpose fund to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but riot 
for the purpose of expressing an opinion on the effectiveness of Dakota College at Bottineau's 
internal control over the Center of Excellence special purpose fund. Accordingly, we do not 
express an opinion on the effectiveness of Dakota College at Bottineau's internal control over 
the Center of Excellence special purpose fund. 

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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
24 West Central P.O. Box 848 
Minot, ND 58702-0848 (701) 852-0196 ·Fax (701) 839-5452 
www.bradymartz.com -9- McG~~'R~'A~~ II McGiadrey 



Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Dakota College at Bottineau Center of 
Excellence special purpose fund 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is. not suitable for any other 
purpose. 

B~ta.~, Nl~ ~~~ 
BRADY, MARTZ & ASSOCIATES, P.C. 
Minot, North Dakota 

September 23, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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DAKOTA COLLEGE AT BOTTINEAU 
CENTER OF EXCELLENCE 

SCHEDULE OF FINDINGS AND RESPONSES 
As of June 30, 2013 

SPECIAL PURPOSE FUND 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes ....X no 

_ yes ....X none reported 

_yes ....X no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT 

CENTER OF EXCELLENCE 
GRAND FORKS, NORTH DAKOTA 

AUDITED FINANCIAL STATEMENTS 

JUNE 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
UAS Software and Curriculum Development Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota UAS Software and Curriculum Development Center of Excellence (Project #UND0016833) 
as of June 30, 2013, and the related statements of revenues, expenditures and fund balance
modified cash basis, and budgeted, incurred and questioned costs-modified cash basis from 
December 1, 2010 (inception) of the grant through June 30, 2013, and the related notes to the 
financial statements, which collectively comprise the Center's basic financial statements as listed in 
the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financiai audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

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

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com -1-



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 
respective financial position - modified cash basis of the University of North Dakota UAS Software 
and Cwriculum Development Center of Excellence (Project #UND0016833) as of June 30, 2013, 
and the results of its operations for the cumulative grant period then ended in conformity with the 
modified cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the University of North Dakota UAS Software and 
Curriculum Development Center of Excellence's internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on 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 and should be 
considered the Center's int~~l over financial reporting and compliance. 

BRA£~~5, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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. UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT CENTER OF EXCELLENCE 

PROJECT #UND0016833 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013. 

ASSETS 

Cash $ 12,516 

LIABILITIES 

Deferred Revenue $ 12,516 

FUND BALANCE 0 

Total Liabilities and Fund Balance $ 12,516 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT CENTER OF EXCELLENCE 

PROJECT #UND0016833 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD DECEMBER 31,2010 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Interest Income 

Total Revenues 

EXPENDITURES 

Salaries 
Fringe Benefits and Payroll Taxes 
Subcontracts 
Travel 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period 

FUND BALANCE, END OF PERIOD 

Total 

$ 587,484 
786 

588,270 

54,175 
16,984 

514,149 
2,962 

588,270 

0 

0 

$ 0 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT CENTER OF EXCELLENCE 

PROJECT #UND0016833 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD DECEMBER 31, 2010 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned Over 
Cost Cost Cost (Under) 

Salaries $ 46,447 $ 54,175 $ $ 7,728 
Payroll Taxes 15,328 16,984 1,656 
Subcontracts 514,149 514,149 
Supplies 4,536 (4,536) 
IT Communications 750 (750) 
Travel 19,576 2,962 {16,614) 

Total ~xpenditures $ 600,786 $ 588,270 $ - $ {12,516) 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT CENTER OF EXCELLENCE 

PROJECT #UND0016833 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota UAS Software and Curriculum Development Center of 
Excellence grant is to develop a pilot and sensor operator training curriculum which would be utilized by 
the UNO Unmanned Aircraft Syst~ms (UAS) Center to train future pilots and sensor operators and/or to 
deliver futu_re training contracts. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis metliod of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the expenses 
are paid. 

Deferred ~evenue 

Deferred revenue arises when assets are recognized in the financial statements before the revenue 
recognition criteria have been satisfied. Grants received before the eligibility requirements are met are 
recorded as deferred revenue. 

Cash Dep~sits 

Cash balar:~ces for the Center of Excellence are pooled with cash funds of the University of North Dakota 
and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are backed by the 
State of North Dakota. 

NOTE 2 GRANT 

The total grant to the University of North Dakota UAS Software and Curriculum Development Center of 
Excellence (Project#UND0016833) was $600,000. As of June 30, 2013, $588,270 had been spent and 
$600,000 bad been received from the North Dakota Department of Commerce. In addition, a total of 
$786 in interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbur;sement of funds received under this program generally requires compliance with terms and 
conditions ·specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative source. The amount, if any, of expenditures which may be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
UAS Software and Curriculum Development Center of Excellence 

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 accompanying 
modified cash basis financial statements of the fund information of the University of North 
Dakota UAS Software and Curriculum Development Center of Excellence for the cumulative 
grant period ended June 30, 2013, and the related notes to the financial statements, which 
collectively comprise the Center's basic financial statements, and have issued our report 
thereon dated September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota UAS Software and Curriculum Development Center of Excellence'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 the 
Center's internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Center'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 a 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 Jess severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the University of North Dakota UAS 
Software and Curriculum Development Center of Excellence's financial statements are free of 
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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRADY~A~O!.~ 
GRAND FORKS, NORTH DAKOTA. 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
UAS SOFTWARE AND CURRICULUM DEVELOPMENT CENTER OF EXCELLENCE 

PROJECT #UND0016833 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD DECEMBER 31,2010 (INCEPTION) TO JUNE 30,2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes1no 

_yes 1 none reported 

_yes1no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
Law Enforcement and PSA Small UAS Course Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota Law Enforcement and PSA Small UAS Course Center of Excellence (Project 
#UND0017248) as of June 30, 2013, and the related statements of revenues, expenditures and 
fund balance-modified cash basis, and budgeted, incurred and questioned costs-modified cash 
basis from July 1, 2011 (inception) of the grant through June 30, 2013, and the related notes to the 
financial statements, which collectively comprise the Center's basic financial statements as listed in 
the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair 
presen~ation of financial statements that are free from material misstatement, whether due to fraud 
or erroL 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

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

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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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 
respective financial position - modified cash basis of the University of North Dakota Law 
Enforcement and PSA Small UAS Course Center of Excellence (Project #UND0017248) as of 
June 30, 2013, and the results of its operations for the cumulative grant period then ended in 
conformity with the modified cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration ofthe University of North Dakota Law Enforcement and 
PSA Small UAS Course Center of Excellence's internal control over financial reporting and our 
tests of its· compliance with certain provisions of laws, regulations, contracts and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on 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 and should be 
considered the Center's internal control over financial reporting and compliance. 

·3A~~/ 
BRADY, ~~~Jt& ~SS;;~TES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE CENTER OF EXCELLENCE 

PROJECT #UND0017248 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

ASSETS 

Cash $ 4,156 

LIABILITIES 

Deferred Revenue $ 4,156 

FUND BALANCE 

Total Liabilities and Fund Balance $ 4,156 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE CENTER OF EXCELLENCE 

PROJECT #UND0017248 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD JULY 1, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Interest Income 

Total Revenues 

EXPENDITURES 

Salaries 
Fringe Benefits and Payroll Taxes 
Subcontracts 
Office Supplies 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period -

Total 

$ 225,844 
28 

225,872 

19,722 
6,194 

199,920 
36 

225,872 

FUND BALANCE, END OF PERIOD ==$ === 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE CENTER OF EXCELLENCE 

PROJECT #UND0017248 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD JULY 1, 2011 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned Over 
Cost Cost Cost (Under) 

Salaries $ 18,226 $ 19,722 $ - $ 1,496 
Payroll Taxes 6,014 6,194 180 
Subcontracts 199,920 199,920 
Supplies 2,028 (2,028) 
IT Communications 340 36 (304) 
Travel 3,500 {3,500) 

Total Expenditures $ 230,028 $ 225,872 $ - $ (4,156) 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE CENTER OF EXCELLENCE 

PROJECT #UND0017248 
NOTES TO THE FINANCIAL STATEMENTS 

ASOF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota Law Enforcement and PSA Small UAS Course Center of 
Excellence grant is to develop a Small Unmanned Aircraft Systems (sUAS) "First Responders - Starting 
a sUAS Operation" course for law enforcement and public safety agencies. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the· timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis method of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the expenses 
are paid. · 

Deferred Revenue 

Deferred revenue arises when assets are recognized in the financial statements before the revenue 
recognition criteria have been satisfied. Grants received before the eligibility requirements are met are 
recorded as deferred revenue. 

Cash Deposits 

Cash balances for the. Center of Excellence are pooled with cash funds of the University of North Dakota 
and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are backed by the 
State of North Dakota. 

NOTE2 GRANT 

The total grant to the University of North Dakota Law Enforcement and PSA Small UAS Course Center of 
Excellence (Project #UND0017248) was $230,000. As of June 30, 2013, $225,872 had been spent and 
$230,000 had been received from the North Dakota Department of Commerce. In addition, a total of $28 
in interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative source. The amount, if any, of expenditures which may be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 GOVERNMENTAUDJTING STANDARDS 

University of North Dakota 
Law Enforcement and PSA Small UAS Course Center of Excellence 

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 accompanying 
modified cash basis financial statements of the fund information of the University of North 
Dakota Law Enforcement and PSA Small UAS Course Center of Excellence for the cumulative 
grant period ended June 30, 2013, and the related notes to the financial statements, which 
collectively comprise the Center's basic financial statements, and have issued our report 
thereon dated September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota Law Enforcement and PSA Small UAS Course Center of Excellence'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 the 
Center's internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Center'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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. · 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the University of North Dakota Law 
Enforcement and PSA Small UAS Course Center of Excellence's financial statements are free 
of 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 

pu~o·z~~f-

BRADY, MA6z & AS~IATES, P.C. 
GRAND FORKS, NORTH DAKOTA 

Septer:nber 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
LAW ENFORCEMENT AND PSA SMALL UAS COURSE CENTER OF EXCELLENCE 

PROJECT #UND0017248 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD JULY 1, 2011 (INCEPTION) TO JUNE 30, 2013 

SECTION I -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 weaknesses 

reported 

Non-compliance material to financial 
Statements noted? 

Unmodified 

_yes~no 

_yes~none 

_yes~no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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UNIVERSITY OF NORTH DAKOTA GRAND FORKS AIR FORCE BASE 

REALIGNMENT CENTER OF EXCELLENCE 

GRAND FORKS, NORTH DAKOTA 

AUDITED FINANCIAL STATEMENTS 

JUNE 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
Grand Forks Air Force Base Realignment Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet- modified cash basis of the University of North 
Dakota Grand Forks Air Force Base Realignment Center of Excellence (Projects #UND0016665; 
17276; 17895) as of June 30, 2013, and the related statements of revenues, expenditures, and 
fund balance- modified cash basis, and budgeted, incurred, and questioned costs- modified cash 
basis from February 1, 2011 (inception of the grant) through June 30, 2013, and the related notes 
to the financial statements, which collectively comprise the Center's basic financial statements as 
listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note ·1; this includes 

. determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, 
we express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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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 
respective financial position - modified cash basis of the University of North Dakota Grand Forks 
Air Force Base Realignment Center of Excellence (Projects #UND0016665; 17276; 17895) as of 
June 30, 2013, and the results of its operations for the cumulative grant period then ended in 
conformity with the modified cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the University of North Dakota Grand Forks Air Force 
Base Realignment Center of Excellence's internal control over financial reporting and on our tests 
Of its compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on 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 the 
Center's internal control over financial reporting and compliance. 

BRA~z&~t:ES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 

-2-



UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT CENTER OF EXCELLENCE 

PROJECTS #UND0016665; 17276; 17895 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

ASSETS 

Grant Receivable $ 13,710 

Total assets $ 13,710 

LIABILITIES 

Due to University of North Dakota $ 13,710 

Total liabilities 13,710 

FUND BALANCE 

Total liabilities and fund balance $ 13,710 

See Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT CENTER OF EXCELLENCE 

PROJECTS #UND0016665; 17276; 17895 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFED CASH 

BASIS 
FOR THE GRANT PERIOD FEBRUARY 1, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant revenues 
Interest income 

Total revenues 

EXPENDITURES 

Salaries 
Fringe benefits and payroll taxes 
Chemical supplies 
Professional fees and services 
Office 
Postage 
Printing 
Lease 
Equipment 
Travel 
Food and clothing 

Total expenditures 

REVENUES OVER EXPENDITURES 

Fund balance, beginning of period 

$ 173,710 
50 

173,760 

96,353 
32,559 

68 
15,300 

1,903 
19 

373 
8,000 
3,840 

15,193 
152 

173,760 

FUND BALANCE, END OF PERIOD $ 
====== 

See Notes to Financial Statements 

-4-



UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT CENTER OF EXCELLENCE 

PROJECTS #UND0016665; 17276; 17895 
STATEMENT OF BUDGETED, INCURRED, AND QUESTIONED COSTS -MODIFIED CASH 

BASIS 
FOR THE GRANT PERIOD FEBRUARY 1, 2011 (INCEPTION) TO JUNE 30,2013 

Salaries 
Fringe benefits and payroll taxes 
Professional development 
Chemical supplies 
Professional fees and services 
Office 
Postage 
Printing 
Rent 
Supplies 
Travel 
Food and clothing 

Total expenditures 

Budgeted 
Cost 

$ 103,182 $ 
33,018 

2,500 

17,000 
3,340 

12,460 
28,500 

Incurred Questioned Over 
(Under) Cost Cost 

96,353 $ 
32,559 

68 
15,300 

1,903 
19 

373 
8,000 
3,840 

15,193 
152 

- $ (6,829) 
(459) 

(2,500) 
68 

(1 ,700) 
(1 ,437) 

19 
373 

8,000 
(8,620) 

(13,307) 
152 

$ 200,000 $ 173,760 ~$ ===- $ (26,240) 

See Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT CENTER OF EXCELLENCE 

PROJECTS #UND0016665; 17276; 17895 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota GFAFB Realignment Center of Excellence grant is to 
provide technical assistance s~rvices to businesses in the greater Grand Forks area. affected by 
military base realignment or closure. The focus of this program is to assist businesses in securing new 
or expanded procurement opportunities by providing consultation focused on federal, state and local 
procurement opportunities, federal set FlSide program requirements and registration, bid/proposal 
submission techniques, etc. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the-measurement focus applied. The grant is accounted for using the modified 
cash basis method of accounting. Revenues are recognized when all the eligibility criteria have been 
met. 

Expenditures are generally recognized using the modified cash basis of accounting when the 
expenses are paid. 

Grant Receivable 

Grant receivable arises when assets are used in the financial statements before the grant funds have 
been received. Expended funds that have met the eligibility requirements but not reimbursed have 
been recorded as grants receivable .. 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of the University of North 
Dakota and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are 
backed by the State of North Dakota. 

NOTE 2 GRANT 

The total grant to the University of North Dakota GFAFB Realignment Center of Excellence (Projects 
#UND0016665; 17276; 17895) was $200,000. As of June 30, 2013, $173,760 had been spent and 
$160,000 had been received from the North Dakota Department of Commerce. In addition, a total of 
$50 in interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any 
disallowed claims resulting from such audits could become an additional liability requiring funding 
from an alternative source. The amount, if any, of expenditures which may be disallowed by the 
grantor cannot be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
Grand Forks Air Force Base Center of Excellence 

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 accompanying 
modified cash basis financial statements of the. fund information of the University of North 
Dakota Grand Forks Air Force Base Realignment Center of Excellence for the cumulative grant 
period ended June 30, 2013, and the related notes to the financial statements, which collectively 
comprise the Center's basic financial statements, ·and have issued our report .thereon dated 
September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota Grand Forks Air Force Base Realignment Center of Excellence'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 the Center's internal 
control. Accordingly, we do not express an opinion on the effectiveness of the Center'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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Univ..er:sity of North Dakota Grand 
Forks Air Force Base Realignment Center of Excellence's financial statements are free of 
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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRA~~A:!~.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
GRAND FORKS AIR FORCE BASE REALIGNMENT CENTER OF EXCELLENCE 

PROJECTS #UND0016665; 17276; 17895 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD FEBRUARY 1, 2011 (INCEPTION) TO JUNE 30, 2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes __.6 no 

_ yes __.6 none reported 

_yes __.6 no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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AUDITED FINANCIAL STATEMENTS 

JUNE 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
Center for Innovation Foundation 
Full Motion Video and Activity Based Intelligence 
Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota Center for Innovation Foundation Full Motion Video and Activity Based Intelligence Center 
of Excellence as of June 30, 2013, and the related statements of revenues, expenditures and fund 
balance-modified cash basis, and budgeted, incurred and questioned costs-modified cash basis 
from April 1, 2011 (inception) of the grant through June 30, 2013, and the related notes to the 
financial statements, which collectively comprise the Center's basic financial statements as listed in 
the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the ·financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, 
we express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 
BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7 498 
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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 
respective financial position - modified cash basis of the University of North Dakota Center for 
Innovation Foundation Full Motion Video and Activity Based Intelligence Center of Excellence as of 
June 30, 2013, and the results of its operations for the cumulative grant period then ended in 
conformity with the modified cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
November 15, 2013, on our consideration of the University of North Dakota Center for Innovation 
Foundation Full Motion Video and Activity Based Intelligence Center of Excellence's internal 
control over financial reporting and our tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on 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 and should be considered the Center's internal control over 
financial reporting and compliance. 

BRA~:Z~~.P.C. 
GRAND FORKS, NORTH DAKOTA 

November 15, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

FULL MOTION VIDEO AND ACTIVITY BASED INTELLIGENCE 
CENTER OF EXCELLENCE 

BALANCE SHEET- MODIFIED CASH BASIS 
AS OF JUNE 30, 2013 

ASSETS 

Cash $ 

LIABILITIES 

Deferred Revenue $ 

FUND BALANCE 

Total Liabilities and Fund Balance $ 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

FULL MOTION VIDEO AND ACTIVITY BASED INTELLIGENCE 
CENTER OF EXCELLENCE 

STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 
FOR THE GRANT PERIOD APRIL 1, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 

EXPENDITURES 

A TIC - Courseware Development 
Other Courseware Development 
Training Room Furniture and Equipment 
Oversight, Administration, Course Delivery 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period 

FUND BALANCE, END OF PERIOD 

Total 

$ 746,000 

645,908 
26,461 
19,488 
54,143 

746,000 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

FULL MOTION VIDEO AND ACTIVITY BASED INTELLIGENCE 
CENTER OF EXCELLENCE 

STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 
FOR THE GRANT PERIOD APRIL 1, 2011 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned Over 
Cost Cost Cost (Under) 

A TIC - Courseware Development $ 450,000 $ 645,908 $ - $ 195,908 
Other Courseware Development 34,000 26,461 (7,539) 
Training Room Furniture and Equipment 162,000 19,488 (142,512) 
Oversight, Administration, Course Delivery 100,000 54,143 {45,857) 

Total Expenditures $ 746,000 $ 746,000 $ - $ 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

FULL MOTION VIDEO AND ACTIVITY BASED INTELLIGENCE 
CENTER OF EXCELLENCE 

NOTES TO THE FINANCIAL STATEMENTS 
AS OF JUNE 30,2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota Center for Innovation Foundation Full Motion Video and 
Activity Based Intelligence Center of Excellence grant is to develop complete course curricula, 
instructional capability and course support in order to provide training and certification for two careers in 
the Unmanned Aircraft Systems (UAS) industry. These two careers are for a Full-Motion Video (FMV) 
analyst and Activity Based Intelligence Analysts (ABI) to include Tasking, Processing, Exploitation, and 
Dissemination (TPED) Data Integration Analyst. In addition its designed to develop and offer elective 
courses (security clearance curricula) for degree and graduate degree programs for higher education 
institutions in the region including UND, NDSU, Lake Region State College, NDSCS and those teaching 
at the Grand Forks Air Force Base. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis method of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the expenses 
are paid. 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of the Center for Innovation 
Foundation. 

NOTE2 GRANT 

The total grant to the University of North Dakota Center for Innovation Foundation Full Motion Video and 
Activity Based Intelligence Center of Excellence was $746,000. As of June 30, 2013, $746,000 had 
been spent and received from the North Dakota Department of Commerce. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative source. The amount, if any, of expenditures which may be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
Center for Innovation 
Foundation Full Motion Video and Activity Based Intelligence 
Center of Excellence 

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 accompanying 
modified cash basis financial statements of the fund information of the University of North 
Dakota Center for Innovation Foundation Full Motion Video and Activity Based Intelligence 
Center of Excellence for the cumulative grant period ended June 30, 2013, and the related 
notes to the financial statements, which collectively comprise the Center's basic financial 
statements, and have issued our report thereon dated November 15, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota Center for Innovation Foundation Full Motion Video and Activity Based 
Intelligence Center of Excellence'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 the Center's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Center'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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com McG~;;;;'e7'.A.~~~~ II McGiadrey 
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Compliance and Other Matters 

As part of obtair 1ing reasonable assurance about whether the University of North Dakota Center 
for Innovation Foundation Full Motion Video and Activity Based Intelligence Center of 
Excellence's financial statements are free of 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 ori 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in" considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. . 

BRA~~~-t:; P.C. 
GRAND ~0~~ ~ORTH DAKOTA 

November 15, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
CENTER FOR INNOVATION FOUNDATION 

FULL MOTION VIDEO AND ACTIVITY BASED INTELLIGENCE 
CENTER OF EXCELLENCE 

SCHEDULE OF FINDINGS AND RESPONSES 
FOR THE GRANT PERIOD APRIL 1, 2011 (INCEPTION) TO JUNE 30, 2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes_xno 

_yes _x none reported 

_yes_xno 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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UNIVERSITY OF NORTH DAKOTA 

UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

GRAND FORKS, NORTH DAKOTA 

AUDITED FINANCIAL STATEMENTS 

JUNE 30, 2013 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
UAS Airspace Initiative Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota UAS Airspace Initiative Center of Excellence (Projects #UND0016776; 17508) as of June 
30, 2013, and the related statements of revenues, expenditures and fund balance-modified cash 
basis, and budgeted, incurred and questioned costs-modified cash basis from December 1, 2010 
(inception) of the grant through June 30, 2013, and the related notes to the financial statements, 
which collectively comprise the Center's basic financial statements as listed in the table of 
contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, 
we express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation ot" the financial statements. 
BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4196 (701) 775-4685 Fax (701) 795-7 498 
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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 
respective financial position - modified cash basis of the University of North Dakota UAS Airspace 
Initiative Center of Excellence (Projects #UND0016776; 17508) as of June 30, 2013, and the 
results of its operations for the cumulative grant period then ended in conformity with the modified 
cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the University of North Dakota UAS Airspace 
Initiative Center of Excellence's internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
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 and should be considered the 
Center's internal control over financial reporting and compliance. 

BRA~.:t !s~S, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

PROJECTS #UND0016776; 17508 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

ASSETS 

Cash $ 

LIABILITIES 

Deferred Revenue $ 

FUND BALANCE 

Total Liabilities and Fund Balance $ 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

PROJECTS #UND0016776; 17508 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD DECEMBER 31,2012 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Interest Income 

Total Revenues 

EXPENDITURES 

Professional Fees and Services 
Subcontracts 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period 

Total 

$ 349,684 
90 

349,774 

6,700 
343,074 

349,774 

FUND BALANCE, END OF PERIOD ==$ === 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

PROJECTS #UND0016776; 17508 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD DECEMBER 31,2012 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned Over 
Cost Cost Cost (Under) 

Professional Fees and Services $ 105,088 $ 6,700 $ - $ (98,388) 
Subcontracts 250,440 343,074 92,634 

Total Expenditures $ 355,528 $ 349,774 $ - $ (5,754) 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

PROJECTS #UND0016776; 17508 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota UAS Airspace Initiative Center of Excellence grant is to 
position the state of North Dakota as the leading choice to be named one of the six FAA designated UAS 
Test Sites. This included a Phase 1 in which the state of North Dakota developed a 'One-Voice' UAS 
strategy for all the aviation entities and a Phase 2 which was the development of the proposal itself. The 
proposal started as an unsolicited proposal and upon word of the FAA's intention to name only six UAS 
test sites, the project became the development of a proposal which is to be in-keeping with the FAA 
solicitation, once it becomes public. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis method of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the expenses 
are paid. 

Deferred Revenue 

Deferred revenue arises when assets are recognized in the financial statements before the revenue 
recognition criteria have been satisfied. Grants received before the eligibility requirements are met are 
recorded as deferred reve'nue. 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of the University of North Dakota 
and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are backed by the 
State of North Dakota. 

NOTE 2 GRANT 

The total grant to the University of North Dakota UAS Airspace Initiative Center of Excellence (Projects 
#UND0016776; 17508) was $355,440. As of June 30, 2013, $349,774 had been spent and $355,440 
had been received from the North Dakota Department of Commerce. In addition, a total of $90 in 
interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative source. The amount, if any, of expenditures which may be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
UAS Airspace Initiative Center of Excellence 

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 accompanying 
modified cash basis financial statements of .the fund information of the University of North 
Dakota UAS Airspace Initiative Center of Excellence for the cumulative grant period ended June 
30, 2013, and the related notes to the financial statements, which collectively comprise the 
Center's basic financial statements, and have issued our report thereon dated September 27, 
2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota UAS Airspace Initiative Center of Excellence'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 the Center's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Center'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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, NO 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the University of North Dakota UAS 
Airspace Initiative Center of Excellence's financial statements are free of 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRAD~=iz ~t::ES, P.C. 
GRAND FORKS, NORTH DAKOTA 

September27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
UAS AIRSPACE INITIATIVE CENTER OF EXCELLENCE 

PRO.JECTS #UND_ODt6776; 17.5.0.8 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD DECEMBER 31,2012 (INCEPTION) TO JUNE 30, 2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes~no 

_ yes ~ none reported 

_yes~no 

SECTION II- FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
Limited Deployment Cooperative Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota Limited Deployment Cooperative Center of Excellence (Project #UND0017445) as of June 
30, 2013, and the related statements of revenues, expenditures and fund balance-modified cash 
basis, and budgeted, incurred and questioned costs-modified cash basis from September 1, 2011 
(inception) of the grant through June 30, 2013, and the related notes to the financial statements, 
which collectively comprise the Center's basic financial statements as listed in the table of 
contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modified cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An aud.it 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7 498 
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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 
respective financial position - modified cash basis of the University of North Dakota Limited 
Deployment Cooperative Center of Excellence (Project #UND0017 445) as of June 30, 2013, and 
the results of its operations for the cumulative grant period then ended in conformity with the 
modified cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the University of North Dakota Limited Deployment 
Cooperative Center of Excellence's internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
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 and should be considered the 
Center's internal control over financial reporting and compliance. 

BRA§. ::Z!~.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
LIMITED DEPLOYMENT COOPERATIVE CENTER OF EXCELLENCE 

PROJECT #UND0017445 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

ASSETS 

Cash $ 880,612 

LIABILITIES 

Deferred Revenue $ 880,612 

FUND BALANCE 0 

Total Liabilities and Fund Balance $ 880,612 

See Accompanying Notes to Financial Statements 

-3-

\ 



UNIVERSITY OF NORTH DAKOTA 
LIMITED DEPLOYMENT COOPERATIVE CENTER OF EXCELLENCE 

PROJECT #UND0017445 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD SEPTEMBER 1, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Interest Income 

Total Revenues 

EXPENDITURES 

Salaries 
Fringe Benefits and Payroll Taxes 
IT Communications 
Supplies 
Professional Fees and Services 
Subcontracts 
Operating Fees & Services 
Printing 
Rents and Leases 
Equipment 
Travel 
Food and Clothing 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period 

FUND BALANCE, END OF PERIOD 

Total 

$ 1,819,388 
708 

$ 

1,820,096 

209,321 
63,619 

231 
365 

3,700 
1,450,000 

9,256 
58 

2,568 
56,194 
24,707 

77 

1,820,096 

0 

0 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA . 
LIMITED DEPLOYMENT COOPERATIVE CENTER OF EXCELLENCE. 

PROJECT #UND0017445 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD SEPTEMBER 1, 2011 (INCEPTION) TO JUNE 30, 2013 

Budgeted Incurred Questioned Over 
Cost Cost Cost (Under) 

Salaries $ 318,704 $ 209,321 $ - $ (109,383) 
Fringe Benefits and Payroll Taxes 108,083 63,619 (44,464) 
IT Communications 231 231 
Supplies 7,713 365 (7,348) 
Professional Fees and Services 4,500. 3,700 (800) 
Subcontracts 1,850,000 1,450,000 (400,000) 
Operating Fees & Services 101,000 9,256 (91 ,744) 
Printing 10,000 58 (9,942) 
Rents and Leases 2,568 2,568 
Equipment 264,000 56,194 (207,806) 
Travel 35,000 24,707 (10,293) 
Food and Clothing 1,000 77 {923) 

\ 

Total Expenditures $2,700,000 $1,820,096 $ - $ {879,904) 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
LIMITED DEPLOYMENT COOPERATIVE CENTER OF EXCELLENCE 

PROJECT #UND0017445 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota Limited Deployment Cooperative Center of Excellence 
grant's primary objective is to test Cooperative Autonomous Sense and Avoid (CASA) to address the see 
and avoid and lost link challenges. · 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis method of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures are generally recognized using the modified cash basis of accounting when the expenses 
are paid. 

Deferred Revenue 

Deferred revenue arises when assets are recognized in the financial statements before the revenue 
recognition. criteria have been satisfied. Grants received before the eligibility requirements are met are 
recorded as deferred revenue. 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of the University of North Dakota 
and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are backed by the 
State of North Dakota. 

NOTE2 GRANT 

The total grant to the University of North Dakota Limited Deployment Cooperative Center of Excellence 
(Project #UND0017445) was $2,700,000. As of June 30, 2013, $1,820,096 had been spent and 
$2,700,000 had been received from the North Dakota Department of Commerce. In addition, a total of 
$708 in interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbur~ement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative .source. The amount, if any, of expenditures which may be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
Limited Deployment Cooperative Center of Excellence 

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 accompanying 
modified cash basis financial statements of the fund information of the University of North 
Dakota Limited Deployment Cooperative Center of Excellence for the cumulative grant period 
.ended June 30, 2013, and the related notes to the financial statements, which collectively 
comprise the Center's basic financial statements, and have issued our report thereon dated 
September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota Limited Deployment Cooperative Center of Excellence'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 statement~ but not for 
the purpose of expressing an opinion on the effectiveness of the Center's . internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Center'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 a 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. 

Our consideration of internal control 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 
material weaknesses or, significant deficiencies .. 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. 

BRADY, MARTZ & ASSOCIATES, P.C. 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 
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-7-

.. _,""""_!• 
McGLADREY ALLIANCE = McGiadrey 



Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the University of North Dakota Limited 
Deployment Cooperative Center of Excellence's financial statements are free of 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRAD?.'~~. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
LIMITED DEPLOYMENT COOPERATIVE CENTER OF EXCELLENCE 

PROJECT #UND0017445 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD SEPTEMBER 1, 2011 (INCEPTION) TO JUNE 30, 2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes_]S no 

_ yes _lS none reported 

_yes_]S no 

SECTION II - FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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CENTER OF EXCELLENCE 
GRAND FORKS, NORTH DAKOTA 

AUDITED FINANCIAL STATEMENTS 

JUNE 30, 2013 



TABLE OF CONTENTS 

Pa€J.e 

INDEPENDENT AUDITOR'S REPORT 1 

FINANCIAL STATEMENTS 

Balance Sheet - Modified Cash Basis 3 

Statement of Revenues, Expenditures, and Fund Balance - Modified Cash Basis 4 

Statement of Budgeted, Incurred and Questioned Costs- Modified Cash Basis 5 

Notes to the Financial Statements 6 

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 7 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 9 

************* 



CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

INDEPENDENT AUDITOR'S REPORT 

University of North Dakota 
Global Hawk Sensor Operator Center of Excellence 

Report on the Financial Statements 

We have audited the accompanying balance sheet-modified cash basis of the University of North 
Dakota Global Hawk Sensor Operator Center of Excellence (Project #UND0017 462) as of June 30, 
2013, and the related statements of revenues, expenditures and fund balance-modified cash basis, 
and budgeted, incurred and questioned costs-modified cash basis from November 1, 2011 
(inception) of the grant through June 30, 2013, and the related notes to the financial statements, 
which collectively comprise the Center's basic financial statements as listed in the table of 
contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the modifie,d cash basis of accounting described in Note 1; this includes 
determining that the modified cash basis of accounting is an acceptable basis for the preparation of 
the financial statements in the circumstances. Management is also responsible for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair 
presentation offinancial 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 audit. We 
conducted our audit in accordance with 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. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

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

BRADY, MARTZ & ASSOCIATES, P.C 
401 Demers Avenue Suite 300 P,Q, Box 14296 
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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 
respective financial position - modified cash basis of the University of North Dakota Global Hawk 
Sensor Operator Center of Excellence (Project #UND0017462) as of June 30, 2013, and the 
results of its operations for the cumulative grant period then ended in conformity with the modified 
cash basis of accounting as described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. 
The financial statements are prepared on the modified cash basis of accounting, which is a basis 
of accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2013, on our consideration of the University of North Dakota Global Hawk Sensor 
Operator Center of Excellence's internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on 
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 and should be considered the 
Center's internal control over financial reporting and compliance. 

BRAD~~!~.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
GLOBAL HAWK SENSOR OPERATOR CENTER OF EXCELLENCE 

PROJECT #UND0017462 
BALANCE SHEET- MODIFIED CASH BASIS 

AS OF JUNE 30, 2013 

ASSETS 

Cash $ 359,875 

LIABILITIES 

Deferred Revenue $ 359,875 

FUND BALANCE 

Total Liabilities and Fund Balance $ 359,875 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
GLOBAL HAWK SENSOR OPERATOR CENTER OF EXCELLENCE 

PROJECT #UND0017462 
STATEMENT OF REVENUES, EXPENDITURES, AND FUND BALANCE- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD NOVEMBER 1, 2011 (INCEPTION) TO JUNE 30, 2013 

REVENUES 

Grant Revenues 
Interest Income 

Total Revenues 

EXPENDITURES 

Salaries 
Fringe Benefits and Payroll Taxes 
Repairs 
Professional Development 
Professional Fees and Services 
Subcontracts 
Operating Fees and Services 
IT Communications 
Printing 
Rents and Leases 
Equipment 
Travel 

Total Expenditures 

REVENUES OVER EXPENDITURES 

Fund Balance, Beginning of Period 

Total 

$ 460,652 
930 

461,582 

48,854 
12,802 

38 
180 

3,300 
360,956 

827 
137 

1 
14,359 
6,642 

13,486 

461,582 

FUND BALANCE, END OF PERIOD ,;,.$=== 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
GLOBAL HAWK SENSOR OPERATOR CENTER OF EXCELLENCE 

PROJECT #UND0017462 
STATEMENT OF BUDGETED, INCURRED AND QUESTIONED COSTS- MODIFIED CASH BASIS 

FOR THE GRANT PERIOD NOVEMBER 1, 2011 (INCEPTION) TO JUNE 30,2013 

Salaries 
Fringe Benefits and Payroll Taxes 
Repairs 
Professional Development 
Professional Fees and Services 
Subcontracts 
Operating Fees and Services 
IT Communications 
Postage 
Printing 
Office Supplies 
Rents and Leases 
Equipment 
Travel 

Total Expenditures 

Budgeted 
Cost 

$ 61,232 $ 
16,533 

5,930 
750,000 

600 

3,000 
11,839 
13,000 
17,000 

Incurred 
Cost 

Questioned 
Cost 

Over 
(Under) 

48,854 $ 
12,802 

- $ (12,378) 

38 
180 

3,300 
360,956 

827 
137 

1 

14,359 
6,642 

13,486 

(3,731) 
38 

180 
(2,630) 

(389,044) 
827 
137 

(600) 
1 

(3,000) 
2,520 

(6,358) 
(3,514) 

$ 879,134 $ 461,582 ,;,.,$===- $ (417,552) 

See Accompanying Notes to Financial Statements 
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UNIVERSITY OF NORTH DAKOTA 
GLOBAL HAWK SENSOR OPERATOR CENTER OF EXCELLENCE 

PROJECT #UND0017 462 
NOTES TO THE FINANCIAL STATEMENTS 

AS OF JUNE 30, 2013 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The purpose of the University of North Dakota Global Hawk Sensor Operator Center of Excellence grant 
is to produce a fully functioning hardware and software prototype Sensor Operator Simulator as well as a 
business capture plan for training. 

Basis of Accounting 

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and 
reported in the financial statements. Basis of accounting relates to the timing of the measurements 
made, regardless of the measurement focus applied. The grant is accounted for using the modified cash 
basis method of accounting. Revenues are recognized when all the eligibility criteria have been met. 

Expenditures C!re generally recognized using the modified cash basis of accounting when the expenses 
are paid. 

Deferred Revenue 

Deferred revenue arises when assets are recognized in the fin.ancial statements before the revenue 
recognition criteria have been satisfied. Grants received before the eligibility requirements are met are 
recorded as deferred revenue. · 

Cash Deposits 

Cash balances for the Center of Excellence are pooled with cash funds of the University of North Dakota 
and deposited in the Bank of North Dakota. All deposits of the Bank of North Dakota are backed by the 
State of North Dakota. · 

NOTE2 GRANT 

The total grant to the University of North Dakota Global Hawk Sensor Operator Center of Excellence 
(Project #UND0017462) was $878,204. As of June 30, 2013, $461,582 had been spent and $820,527 
had been received from the North Dakota Department of Commerce. In addition, a total of $930 in 
interest income had been earned as of June 30, 2013 and was available for expenditures. 

NOTE 3 CONTINGENCIES 

The disbursement of funds received under this program generally requires compliance with terms and 
conditions specified in the grant agreements and is subject to audit by grantor agencies. Any disallowed 
claims resulting from such audits could become an additional liability requiring funding from an 
alternative source. The amount, if any, of expenditures which may.be disallowed by the grantor cannot 
be determined at this time. 
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CERTIFIED PUBLIC ACCOUNTANTS 
AND CONSULTANTS 

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 

University of North Dakota 
Global Hawk Sensor Operator Center of Excellence 

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 accompanying 
modified cash basis financial statements of the fund information of the University of North 
Dakota Global Hawk Sensor. Operator Center of Excellence for the cumulative grant period 
ended June 30, 2013, and the related notes to the financial statements, which collectively 
comprise the Center's basic financial statements, and have issued our .report thereon dated 
September 27, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the University of 
North Dakota Global Hawk Sensor Operator Center of Excellence'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 the Center's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Center'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 a 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 
combinaUon of deficiencies, in internal control that is Jess severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control 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. 
material weaknesses or, significant deficiencies. 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. 

BRADY, MARTZ & ASSOCIATES, P.C 
401 Demers Avenue Suite 300 P.O. Box 14296 
Grand Forks, ND 58208-4296 (701) 775-4685 Fax (701) 795-7498 

www.bradymartz.com 
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Compliance and Other Matters 

As part of obtaining rea-sonable assurance about whether the Un~versity of North Dakota Global 
Hawk Sensor Operator Center of Excellence's financial statements are free of 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 J!.uditing 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 
the entity's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

BRADf.:-:t:Z::!s, P.C. 
GRAND FORKS, NORTH DAKOTA 

September 27, 2013 

BRADY, MARTZ & ASSOCIATES, P.C. 
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UNIVERSITY OF NORTH DAKOTA 
GLOBAL HAWK SENSOR OPERATOR CENTER OF EXCELLENCE 

P-ROJECT #UND0_017 4_62 
SCHEDULE OF FINDINGS AND RESPONSES 

FOR THE GRANT PERIOD NOVEMBER 1, 2011 (INCEPTION) TO JUNE 30,2013 

SECTION I -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 weaknesses 

Non-compliance material to financial 
statements noted? 

Unmodified 

_yes _6 no 

_ yes _6 none reported 

_yes_6no 

SECTION II - FINDINGS, RECOMMENDATIONS, AND CENTER RESPONSES 

There were no findings to be reported in this section 
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