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CENTERED ON YOUR SUCCESS

Independent Auditors’ Report

Board of Directors
National Center for Research in Advanced
Information and Digital Technologies

Report on the Financial Statements

We have audited the accompanying financial statements of National Center for Research in Advanced
Information and Digital Technologies (the Organization), which comprise the statement of financial
position as of December 31, 2019, and the related statements of activities, functional expenses, and
cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ 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 auditors’ 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 auditors consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of National Center for Research in Advanced Information and Digital Technologies
as of December 31, 2019, and the changes in its net assets and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Board of Directors
National Center for Research in Advanced
Information and Digital Technologies

Other Matters

Emphasis of Matter

As discussed in Note 6 to the financial statements, the Organization was merged into a related entity
effective October 31, 2019. Our opinion is not modified with respect to this matter.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.

The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, is presented for purposes of additional analysis and is not a required part of the

financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.

The information has been subjected to the auditing procedures applied in the audit of the financial

statements and certain additional procedures, including comparing and reconciling such information

directly to the underlying accounting and other records used to prepare the financial statements or to

the financial statements themselves, and other additional procedures in accordance with auditing

standards generally accepted in the United States of America. In our opinion, the information is fairly

stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 14, 2020,
on our consideration of the Organization’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 solely 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 effectiveness of National Center for Research in Advanced Information and Digital Technologies’
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 Organization’s internal
control over financial reporting and compliance.

& rncilin Buhamar <Vl £C.

Washington, D.C. Certified Public Accountants
July 14, 2020



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2019

Assets
Cash and Cash Equivalents $ 2,576,638

Total Assets $ 2,576,638

Liabilities and Net Assets

Liabilities
Due to Digital Promise Global $ 2,576,638
Total Liabilities 2,576,638

Net Assets

Without Donor Restrictions -
With Donor Restrictions -

Total Net Assets -

Total Liabilities and Net Assets $ 2,576,638

See accompanying Notes to Financial Statements.



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Without Donor  With Donor
Restrictions Restrictions Total
Revenues and Support
Contributions $ 433,528 - 433,528
Federal Award Income 4,926,323 - 4,926,323
Grant Revenue 11,367,127 3,824,241 15,191,368
Contributed Goods and Services 43,232,224 - 43,232,224
Educational Services Income 753,355 - 753,355
Investment and Other Income 789,303 - 789,303
Net Assets Released
from Restrictions 5,687,097 (5,687,097) -
Total Revenues and Support 67,188,957 (1,862,856) 65,326,101
Expenses
Program Services 65,230,362 - 65,230,362
Supporting Services
General and Administrative 1,070,143 - 1,070,143
Fundraising 49,218 - 49,218
Total Supporting Services 1,119,361 - 1,119,361
Total Expenses 66,349,723 - 66,349,723
Change in Net Assets 839,234 (1,862,856) (1,023,622)
Net Assets Transferred in Merger (1,825,341) (4,042,004) (5,867,345)
Net Assets to be Transferred Due to Merger (2,576,638) - (2,576,638)
Net Assets, Beginning of Year 3,562,745 5,904,860 9,467,605
Net Assets, End of Year $ - - -

See accompanying Notes to Financial Statements.




NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019

Learning Total
Powerful Sciences Research Program General and
Learning Research in Action Networks Services Administrative Fundraising Total

Salaries $ 1,561,225 $ 47,358 $ 662,386 $ 2,748,989 $ 5,019,958 $ 413,785 $ 36,742 $ 5,470,485
Payroll Taxes and Benefits 316,136 9,672 135,060 563,845 1,024,713 116,529 7,514 1,148,756
Consultants 1,256,127 5,000 33,145 1,481,931 2,776,203 85,750 - 2,861,953
Equipment Expense - - - 43,171,369 43,171,369 - - 43,171,369
Web and Media 65,258 850 8,026 133,039 207,173 - - 207,173
Legal and Professional Fees 13,022 390 5,455 24,953 43,820 79,248 303 123,371
Site Payments 9,600 - - 3,341,667 3,351,267 - - 3,351,267
Staff Travel 154,604 13,377 39,998 401,785 609,764 22,110 1,674 633,548
Travel Stipends 98,843 580 13,524 162,902 275,849 514 - 276,363
Convening Costs - Biannual Leag 15,293 - 52,237 233,107 300,637 - - 300,637
Other in-Person Convenings 192,126 342 47,999 537,113 777,580 1,953 - 779,533
Production/Dissemination 70,778 53,000 15,492 144,737 284,007 2,902 - 286,909
Accounting Services - - - - - 59,693 - 59,693
Office Supplies 2,588 126 - 14,780 17,494 13,978 - 31,472
Taxes, Licenses, and Miscellaneous - - - - - 6,812 - 6,812
Insurance - - - 8,389 8,389 23,964 - 32,353
Loss on Disposal of Fixed Assets - - - - - 17,020 - 17,020
Postage and Delivery and Shipping 774 8 177 5,314 6,273 2,166 - 8,439
Office Phone/Internet/ Web - - - - - 3,410 - 3,410
Non-Capital Office Equipment 2,834 - - 2,320,674 2,323,508 55,866 - 2,379,374
Recruiting Costs 73 - - 625 698 49,394 - 50,092
Dues, Subscriptions, and Licenses 66,001 34 27,152 72,342 165,529 80,349 - 245,878
Registration Fees 10,221 - 3,522 14,597 28,340 1,089 - 29,429
Office Rent 82,881 2,514 35,164 145,935 266,494 21,967 1,951 290,412
Subaward and Grant Expense - - 4,429,589 - 4,429,589 - - 4,429,589
Depreciation and Amortization Expense 43,933 1,333 18,640 77,357 141,263 11,644 1,034 153,941
Unallowable Costs - 39 - 406 445 - - 445

Total Expenses $ 3,962,317 $ 134,623 $ 5,527,566 $ 55,605,856 $ 65,230,362 $ 1,070,143 $ 49,218 $ 66,349,723

See accompanying Notes to Financial Statements.



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2019

Cash Flows from Operating Activities
Change in Net Assets

Adjustments to Reconcile Change in Net Assets to Net

Cash Provided by Operating Activities
Depreciation and Amortization
Loss on Disposal of Fixed Assets
Gain on Investments
Change in Operating Assets and Liabilities
(Increase) Decrease in
Accounts Receivable
Contributions Receivable
Unbilled Receivables
Grants Receivable
Federal Awards Receivable
Due from/to Digital Promise Global
Prepaid Expenses and Other Assets
Increase (Decrease) in
Accounts Payable
Accrued Expenses
Deferred Rent
Deferred Revenue

Net Cash Provided by Operating Activities
Cash Flows from Investing Activities
Proceeds from Sales of Investments
Purchases of Investments
Purchases of Fixed Assets

Net Cash Used in Investing Activities

Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Noncash Investing and Financing Activities

$ (1,023,622)

153,941
17,020
(783,481)

1,091,207
148,600
261,006
322,817
105,825
279,720
128,303

(75,863)
12,936
22,724

36,741,913

37,403,046

50,745,206
(90,031,003)

(148,166)

(39,433,963)

(2,030,917)

4,607,555

$ 2,576,638

In 2019, Digital Promise assets and liabilties netting to approximately $5.9 million were

transferred to Digital Promise Global.

See accompanying Notes to Financial Statements.



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

ORGANIZATION

The National Center for Research in Advanced Information and Digital Technologies (the
Organization) was incorporated in April 2011 in the District of Columbia. The Organization is a
bipartisan independent nonprofit corporation authorized by Congress to support a comprehensive
research and development program to harness the increasing capacity of advanced information
and digital technologies to improve all levels of learning and education, formal and informal, in
order to provide Americans with the knowledge and skills needed to compete in the global
economy.

The Organization’s activities are funded primarily through grants and contributions. The
Organization’s major programs are:

Powerful Learning: Powerful Learning is a portfolio of projects that engage with schools and
educators to transform learning experiences and to empower the next generation of creators and
change makers. Through vital partnerships with schools, researchers, companies, and peer
organizations, the Organization publishes resources for practitioners and advocate for powerful
learning experiences.

Learning Sciences Research: Learning Sciences Research focuses on the why, what, and how of
learning, in and out of school. By partnering with educators to study and design new learning
approaches, resources, and policies, the Organization makes learning better.

Research in Action: Research in Action works to transform the relationship between education
research and practice by publishing innovative content, infused with the latest learning sciences
research, that helps education stakeholders understand how people learn. The Organization also
advocates for a research agenda that responds to the greatest needs faced by schools and districts.

Networks: Through the power of people-driven networks, the Organization takes on big
challenges in education by understanding what educators face each day, and how technology
and the latest learning sciences research can help meet those challenges. Connecting, convening,
and collaborating with the most innovative educators and leaders on shared (and difficult) goals
helps the Organization move from vision to reality.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements are presented on the accrual basis of accounting.
Consequently, revenue is recognized when earned and expenses when incurred.

Cash and Cash Equivalents

The Organization considers demand deposits, money market funds, and investments with an
original maturity of three months or less from the statement of financial position date, to be cash
and cash equivalents.

Investments

Investments consist of short-term brokered certificates of deposit, carried at fair market value
based on broker quotes using readily available pricing sources for comparable investments.

-9-



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable

Accounts receivable consists of amounts due for professional services that have not been
collected as of year-end. Allowances are established for receivables that are delinquent and
considered uncollectible by management based on periodic reviews.

Contributions Receivable

Unconditional promises to give that have not been collected as of year-end are recorded as
contributions receivable in the accompanying statement of financial position. All contributions
receivable are expected to be collected in less than one year and are reported at net realizable value.
Allowances are established for receivables that are delinquent and considered uncollectible by
management based on periodic reviews.

Grants Receivable

Grants receivable are due in less than one year and are recorded at their net realizable value.
Reserves are established for receivables that are delinquent and considered uncollectible based
on periodic reviews by management.

Fixed Assets

The Organization capitalizes all fixed asset acquisitions of $5,000 and above. Fixed assets are
stated at cost and are depreciated using the straight-line method over estimated useful lives of three
to five years, with no salvage value. Direct costs incurred during the application stage of the
development of the Organization’s website are capitalized and amortized over the estimated useful
life of three years. Maintenance and repairs, including planned major maintenance activities, are
charged to expense when incurred; major renewals and betterments are capitalized. Donated fixed
assets are recorded at fair market value at the date of donation.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the accompanying statement of activities. Accordingly, certain costs have
been allocated among the program and supporting services benefited. These expenses require
allocation on a reasonable basis that is consistently applied. The expenses that are allocated
include salaries, payroll taxes and benefits, occupancy, depreciation, and amortization. These
expenses are allocated on the basis of estimates of time and effort by employees. Expenses
directly identifiable to specific programs and supporting activities are presented accordingly.

Deferred Revenue

Amounts received under agreements for work to be performed after year-end have been
accounted for as deferred revenue.

-10-



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Contributed Goods and Services

Donated materials, services and use of facilities are recorded at fair value when an unconditional
commitment is received and are recognized as revenue and expense in the accompanying
financial statements. Contributions of services are recognized when services received (a) create
or enhance nonfinancial assets or (b) require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by donation.
The value of such services is recorded based on the estimated fair value of services provided and
is classified as in-kind contributions revenue and expense applicable to programs and supporting
services that are directly benefited.

Revenue Recognition

The Organization reports contributions and grants as net assets without donor restrictions and
available for general operations, unless specifically restricted by the donor. If such contributions
and grants are received with donor stipulations that limit the use of the donated funds for a
particular purpose or for a specific period of time, they are reported as net assets with donor
restrictions. When the stipulated time restriction ends or the purpose of the restriction is met,
net assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the statement of activities as net assets released from restrictions. Conditional
contributions and grants are not recorded as revenue until the related conditions have been
satisfied. Contributions received with donor-imposed conditions and restrictions that are met in
the same reporting period are reported as support without donor restrictions and increase net
assets without donor restrictions.

Educational services income is generally recognized at the point in time that the Organization
completes contract performance obligations or over time as contracted services are consumed
by the customer.

Federal Award Income
Revenue from federal grants is recognized when unconditional, on the basis of allowable costs.
Income Taxes

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (the Code) and has been determined by the Internal Revenue Service not to be a
private foundation within the meaning of Section 509(a) of the Code. The Organization is exempt
from the payment of taxes on income other than net unrelated business income. No provision for
federal or state income taxes is required as of December 31, 2019, for net unrelated business
income.

Accounting for Uncertain Tax Positions

The Organization requires that a tax position be recognized or derecognized based on a “more-
likely-than-not” threshold. This applies to positions taken or expected to be taken in a tax return.
The Organization does not believe its financial statements include, or reflect, any uncertain tax

-11 -



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Accounting for Uncertain Tax Positions (Continued)

positions. The Organization’s Form 990 is generally subject to examination by the taxing
authorities for three years after filing.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.

ADOPTION OF ACCOUNTING STANDARDS UPDATE 2018-08

During the year ended December 31, 2019, the Organization adopted Financial Accounting
Standards Board (FASB) Accounting Standards Update (ASU) 2018-08, Not-for-Profit Entities
(Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions Received and Contributions
Made. The ASU provides additional guidance in (1) evaluating whether transactions should be
accounted for as contributions (within the scope of ASC 958) or as exchange (reciprocal)
transactions (subject to ASC 606); and (2) distinguishing between conditional and unconditional
contributions. Management believes that the adoption of this ASU enhances the comparability of
financial information among not-for-profit entities. This change in accounting principle was
adopted on a modified prospective basis in 2019. The impact of adoption was not material to the
financial statements. However, federal award income of approximately $4.9 million and other
grant revenue of approximately $11.2 million, which were previously accounted for as exchange
revenue, are now considered conditional contributions.

ADOPTION OF ACCOUNTING STANDARDS CODIFICATION TOPIC 606

During the year ended December 31, 2019, the Organization adopted Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) Topic 606, Revenue from
Contracts with Customers. Management believes that the adoption of this standard provides better
consistency and comparability across non-profit and for-profit entities. The standard requires an
entity to recognize the amount of revenue to which it expects to be entitled for the transfer of
promised goods or services to customers. The updated standard replaces most existing revenue
recognition guidance in U.S. GAAP. This change in accounting principle was adopted using the
modified retrospective method as of January 1, 2019, and was applied to all contracts open at
January 1, 2019. Analysis of the various provisions of this standard resulted in no significant
changes in the way the Organization recognizes revenue; however, the presentation and disclosure
of revenue has been enhanced.

RELATED PARTY TRANSACTIONS

The Organization has agreements with a related party, Digital Promise Global (DPG), to
provide administrative and other services and to purchase required consulting services. The
Organization charged DPG approximately $1,167,000 for administrative and other services and

-12 -



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

10.

RELATED PARTY TRANSACTIONS (CONTINUED)

was charged by DPG approximately $951,000 for consulting services rendered during the year
ended December 31, 2019, under these agreements.

MERGER

In October 2019, for operational efficiencies. the Organization and DPG entered into a merger
agreement whereby the assets and liabilities of the Organization would be transferred to DPG.
Assets totaling approximately $51.3 million net of liabilities totaling approximately $45.4
million were transferred in November and December 2019. The remaining asset due to DPG
under terms of the merger agreement, a $2.6 million bank account, was transferred to DPG in
January 2020, and was reflected as an intercompany balance due to DPG at December 31, 2019.
The Organization’s employees were hired by DPG effective November 1, 2019. The majority of
the Organization’s grant contracts, leases, and vendor agreements were assigned to DPG before
December 31, 2019. The Organization was dissolved on February 1, 2020.

CONCENTRATIONS

The Organization maintains cash balances at financial institutions in the Washington, D.C.,
metropolitan area. The accounts at these institutions are insured by the Federal Deposit
Insurance Corporation (FDIC) up to certain limits. At times during the year, the Organization’s
cash balance exceeded the FDIC insurance amount.

As of December 31, 2019, approximately 83% of revenue for the year ended December 31, 2019,
was from one donor.

CONDITIONAL GRANT

As of December 31, 2019, the Organization has a federal grant remaining of approximately $6.6
million, conditional upon the Organization incurring qualifying expenses. In January 2020, this
grant was assigned to DPG.

EMPLOYEE BENEFIT PLAN

During 2019, the Organization was a member of a multiple-employer 401(k) retirement plan
(the Plan). Employees were eligible once they meet certain age and service requirements. For
the year ended December 31, 2019, the Organization made 3% non-elective safe harbor
contributions to the Plan on behalf of its employees of approximately $138,000, which is
included in payroll taxes and benefits in the accompanying statement of functional expenses.

CONTRIBUTED GOODS AND SERVICES

Contributed goods and services consisted of the following amounts:

Learning
Powerful Sciences Research General and
Learning Research in Action Networks Administrative _ Fundraising Total
Equipment Expense $ - 8 -8 - §$ 43,171,369  $ - 8 - $ 43,171,369
Legal and Professional Fees 12,841 390 5,454 22,681 3,414 305 45,085
Dues, Subscriptions,
and Licenses - - - 15,770 - - 15,770
$ 12,841  § 390 § 5,454 $ 43,209,820 $ 3414 §$ 305 $ 43,232,224

-13 -



NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

11.

12.

13.

NET ASSETS RELEASED FROM DONOR RESTRICTIONS

Amounts released from net assets with donor restrictions during the year ended December 31, 2019,
were:

Learning Experience Design $ 2,300,727
Learning Sciences Research 518,030
Research in Action 1,152,968
Networks 1,507,872
Time Restricted 207,500

Total Amounts Released from Restrictions $ 5,687,097

CONTINGENCY FOR FEDERAL AWARD INCOME

The Organization receives income from federal grants, contracts, and subawards. The ultimate
determination of amounts received under these programs is generally based upon allowable
costs, which are subject to audit. Management believes that adjustments, if any, arising from
such audits, will not have a material effect on the financial statements.

SUBSEQUENT EVENTS

Subsequent events were evaluated through July 14, 2020, which is the date the financial
statements were available to be issued.

-14 -
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NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2019

Federal Pass-Through
Federal Grantor/Pass-Through CFDA Grantor and Expendituresto ~ Disbursements/
Grantor/Program Title Number Identifying Number Subrecipients Expenditures
Research and Development Cluster
National Science Foundation
Digital Promise Global
Computer and Information Science and Engineering 47.070 1813280 $ $ 15,578
Total National Science Foundation - 15,578
U.S. Department of Education
Education Innovation and Research [formerly Investing
in Innovation (i3) Fund] 84.411 Direct 4,429,589 4,787,206
STEM Learning Spotlights 84.Unknown Direct, 91990118P0019 - 123,539
Total Department of Education 4,429,589 4,910,745
Total Research and Development Cluster 4,429,589 4,926,323
Total Federal Expenditures $ 4,429,589 $ 4,926,323

See accompanying Notes to Schedule of Expenditures of Federal Awards.
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NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
DECEMBER 31, 2019

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the
federal grant activity of National Center for Research in Advanced Information and Digital
Technologies, under programs of the federal government for the year ended December 31, 2019.
The information in this Schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a
selected portion of the operations of National Center for Research in Advanced Information and
Digital Technologies, it is not intended to and does not present the financial position, changes
in net assets, or cash flows of National Center for Research in Advanced Information and Digital
Technologies.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursements.

INDIRECT COST RATES

The Organization has not elected to use the 10 percent de minimis indirect cost rate as allowed
under the Uniform Guidance. Instead, the Organization uses its negotiated cost rate agreement
of 26.9% with the U.S. Department of Education.

-17 -
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Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Board of Directors

National Center for Research in Advanced
Information and Digital Technologies

Washington, D.C.

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 National Center
for Research in Advanced Information and Digital Technologies, (a nonprofit organization), which
comprise the statement of financial position as of December 31, 2019, and the related statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements, and have issued our report thereon dated July 14, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered National Center for
Research in Advanced Information and Digital Technologies’ 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 National Center for Research in Advanced Information and Digital
Technologies’ internal control. Accordingly, we do not express an opinion on the effectiveness of the
National Center for Research in Advanced Information and Digital Technologies’ 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 the 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 and therefore, material weaknesses or significant
deficiencies may exist that have not been identified. We did identify a certain deficiency in internal
control, described in the accompanying schedule of findings and questioned costs as item 2019-001
that we consider to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether National Center for Research in Advanced
Information and Digital Technologies’ financial statements are free from material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, CBM
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Board of Directors
National Center for Research in Advanced
Information and Digital Technologies

Compliance and Other Matters (Continued)

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.

National Center for Research in Advanced Information and Digital Technologies’ Response to Findings

National Center for Research in Advanced Information and Digital Technologies’ response to the
finding identified in our audit is described in the accompanying schedule of findings and questioned
costs. National Center for Research in Advanced Information and Digital Technologies 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
organization’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 organization’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

& rreitin Buecharan “W2let) £C.

Washington, D.C. Certified Public Accountants
July 14, 2020

-19-



7910 WOODMONT AVENUE 1150 18™ STREET, NW
Q SUITE 500 SUITE 550

BETHESDA, MD 20814 WASHINGTON, DC 20036

(T) 301.986.0600 (T) 202.822.0717

CENTERED ON YOUR SUCCESS

Independent Auditors’ Report on Compliance for Each Major Program and on Internal
Control over Compliance Required by the Uniform Guidance

Board of Directors

National Center for Research in Advanced
Information and Digital Technologies

Washington, D.C.

Report on Compliance for Each Major Federal Program

We have audited National Center for Research in Advanced Information and Digital Technologies’
compliance with the types of compliance requirements described in the OMB Compliance Supplement
that could have a direct and material effect on each of National Center for Research in Advanced
Information and Digital Technologies’ major federal programs for the year ended December 31, 2019.
National Center for Research in Advanced Information and Digital Technologies’ major federal
programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of National Center for Research in
Advanced Information and Digital Technologies’ major federal programs based on our audit of the
types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about National Center for Research
in Advanced Information and Digital Technologies’ compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of National Center for
Research in Advanced Information and Digital Technologies’ compliance.

Opinion on Each Major Federal Program

In our opinion, National Center for Research in Advanced Information and Digital Technologies
complied, in all material respects, with the types of compliance requirements referred to above that
could have a direct and material effect on each of its major federal programs for the

year ended December 31, 2019. CBM

COUNCILOR, BUCHANAN & MITCHELL, P.C. — CPAs AND BUSINESS ADVISORS @
www.cbmcpa.com | (F) 301.986.0432



http://www.cbmcpa.com/

Board of Directors
National Center for Research in Advanced
Information and Digital Technologies

Report on Internal Control over Compliance

Management of National Center for Research in Advanced Information and Digital Technologies 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 National Center for Research in Advanced Information and Digital Technologies’
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program
and to test and report on internal control over compliance in accordance with the Uniform Guidance,
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 National Center for Research in
Advanced Information and Digital Technologies’ 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 federal program 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 type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe
than a material weakness in internal control over compliance, yet important enough to merit attention
by those charged with governance.

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

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

& it Buchaman ~IM2lel] £C.

Washington, D.C. Certified Public Accountants
July 14, 2020
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NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2019

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Unmodified

Internal control

over financial reporting:

Material weakness(es) identified? Yes

Significant deficiency(ies) identified that are not

considered to be material weakness(es)? None reported
Noncompliance material to financial statements noted? No
Federal Awards

Internal control

over major programs;

Material weakness(es) identified? No

Significant deficiency(ies) identified that are not
considered to be material weakness(es)? None reported

Type of auditors’ report issued on compliance
for major programs:

CFDA Number

47.070
84.411

84.Unknown

Name of Federal Program or Cluster

Research and Development Cluster

Computer and Information Science and Engineering Unmodified
Education Innovation and Research

[formerly Investing in Innovation (i3) Fund] Unmodified
STEM Learning Spotlights Unmodified

Any audit findings disclosed that are required
to be reported in accordance with 2 CFR Section 200.516(a)? No

Identification of major programs:

CFDA Number

47.070
84.411

84.Unknown

Name of Federal Program or Cluster

Research and Development Cluster

Computer and Information Science and Engineering
Education Innovation and Research

[formerly Investing in Innovation (i3) Fund]
STEM Learning Spotlights

Dollar threshold used to distinguish between
Type A and Type B programs: $750,000

Auditee qualified as low-risk auditee? No
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NATIONAL CENTER FOR RESEARCH IN ADVANCED INFORMATION
AND DIGITAL TECHNOLOGIES

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2019

Section II - Financial Statement Findings

Finding 2019-001: Donated Services (Internet Data Plans)

Condition: The Organization receives donated internet data plans which it then provides to users.
However, the Organization did not properly calculate the number of donated data plans in use by
participants resulting in a material adjustment to both contributed goods and services and the offsetting
expense. The net effect to the statement of activities was zero. However, both revenue and expense
were understated.

Criteria: Donated services must be properly reconciled to actual services received.

Cause: The Organization receives annual reports on the number of new devices deployed but did not
have an adequate system for reporting of devices and data plans still in use.

Effect: Revenue and expenses related to the donated data plans were understated by approximately
$5.2 million.

Questioned Costs: None noted.

Recommendation: We recommend the Organization reconcile the number of data plans in use prior
to recording donated goods and services activity in the general ledger.

Management Response: We agree with the finding and have established new written policies and
procedures to track and reconcile the data plans.

Section III - Federal Award Findings and Questioned Costs

None were reported.
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