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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors
National Center for Appropriate
Technology, Inc. and Subsidiary
Butte, Montana
Report on the Financial Statements
We have audited the accompanying consolidated financial statements of the National Center
for Appropriate Technology, Inc. (a nonprofit organization) and subsidiary (collectively
NCAT), which comprise the consolidated statements of financial position as of September
30, 2015 and 2014, and the related consolidated statements of activities and consolidated
cash flows for the years then ended, and the related notes to the consolidated financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated
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 consolidated 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 consolidated financial statements based
on our audits. We conducted our audits 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 audits to obtain
reasonable assurance about whether the consolidated financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making th ose risk
assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the consolidated 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 consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
-1-

ANDERSON ZURMUEHLEN & CO., P.C
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of National Center for Appropriate
Technology, Inc. and subsidiary as of September 30, 2015 and 2014, and the consolidated
changes in its net assets and their consolidated cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.
Other Matters
Other Information
Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying schedule of expenditures of federal awards, as
required by Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis
and is not a required part of the consolidated 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 consolidated financial statements. The
information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records
used to prepare the consolidated financial statements or to the consolidated 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 consolidated 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
January 19, 2016, on our consideration of National Center for Appropriate Technology,
Inc.’s internal control over consolidated 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 consolidated 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 National Center for Appropriate Technology, Inc.’s
internal control over financial reporting and compliance.

Butte, Montana
January 19, 2016
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FINANCIAL STATEMENTS

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
As of September 30, 2015 and 2014

2015

2014

$ 1,556,988
536,093
34,879
2,127,960

$ 1,132,108
53,213
708,740
41,925
1,935,986

300,909

306,350

38,170

22,862

$ 2,467,039

$ 2,265,198

$

$

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Certificates of deposit
Receivables
Prepaid expenses
Total current assets
PROPERTY AND EQUIPMENT, NET
OTHER ASSETS
Deposits and other
Total assets
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Current portion of long-term debt
Accounts payable
Accrued expenses
Deferred revenue
Total current liabilities
LONG TERM LIABILITIES
Long-term debt, net of current portion

Total liabilities
NET ASSETS
Unrestricted
Total liabilities and net assets

9,431
86,700
480,555
92,228
668,914

212,054
352,131
70,460
634,645

32,163
32,163

-

701,077

634,645

1,765,962

1,630,553

$ 2,467,039

$ 2,265,198

The accompanying notes are an integral part of these financial statements.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF ACTIVITIES
Years ended September 30, 2015 and 2014

UNRESTRICTED REVENUE AND SUPPORT
Grants and contracts
Contributions
In-kind contributions
Investment income
Total revenue and support
PROGRAM EXPENSES
Labor and fringe benefits
In-kind
Overhead costs
Travel and other direct costs
Subcontracts and equipment
Total program expenses
ADMINISTRATIVE AND SUPPORTING EXPENSES
General and administrative
Fundraising
Total administrative and supporting expenses
OTHER INCOME (EXPENSE)
Other income
Income tax expense
Total administrative and supporting expenses

2015

2014

$ 5,175,347
54,037
21,236
2,489
5,253,109

$ 5,216,782
29,609
79,552
2,390
5,328,333

2,682,582
21,236
912,161
606,057
373,521
4,595,557

3,061,579
79,552
1,023,531
501,514
294,315
4,960,491

565,933
4,007
569,940

576,151
5,329
581,480

49,285
(1,488)
47,797

101,438
(8,534)
92,904

CHANGE IN NET ASSETS

135,409

Net assets, beginning of year

1,630,553

1,751,287

$ 1,765,962

$ 1,630,553

Net assets, end of year

The accompanying notes are an integral part of these financial statements.
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(120,734)

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended September 30, 2015 and 2014

2015
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustment to reconcile change in net assets
to cash flows from operating activities:
Depreciation
Deferred taxes
Changes in assets and liabilities
Receivables
Inventory
Prepaid expenses
Other assets
Accounts payable
Accrued expenses
Deferred revenue
Net cash flows from operating activities

$

135,409

2014
$

(120,734)

50,966
-

57,025
4,348

172,647
7,046
(15,308)
(125,354)
128,424
21,768
375,598

494,390
2,193
(14,197)
22,555
96,879
(209,136)
(87,126)
246,197

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets
Purchase of investments
Proceeds from sale of investments
Net cash flows from investing activities

(45,525)
53,213
7,688

(45,000)
(80)
(45,080)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt
Payments on long-term debt
Net cash flows from financing activities

50,000
(8,406)
41,594

Net change in cash and cash equivalents

-

424,880

201,117

1,132,108

930,991

Cash and cash equivalents - end of year

$ 1,556,988

$ 1,132,108

SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid

$

2,117

$

80

$

2,200

$

3,000

Cash and cash equivalents - beginning of year

Income taxes paid

The accompanying notes are an integral part of these financial statements.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2015 and 2014

NOTE 1. NATURE OF ORGANIZATION
The National Center for Appropriate Technology, Inc. (NCAT) was organized on October 12,
1976, as a nonprofit corporation under the Montana Nonprofit Corporation Act. At September
30, 2015 and 2014, NCAT owned 100% of New Horizon Technologies, Inc. (subsidiary), a forprofit corporation.
The mission of NCAT and its subsidiary is to help people by championing small-scale, local, and
sustainable solutions to reduce poverty, promote healthy communities, and protect natural
resources.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting
The accompanying financial statements have been prepared on the accrual basis in accordance
with accounting principles generally accepted in the United States of America (GAAP), as
codified by the Financial Accounting Standards Board.
Consolidation Policy
The consolidated financial statements include the accounts of NCAT and New Horizon
Technologies, Inc., a 100% owned subsidiary (collectively referred to as NCAT). Significant
transactions between the entities, including all intercompany balances, have been eliminated in
consolidation.
Revenue Recognition
Revenue on cost-plus contracts is recognized when the right to bill exists. Current period revenue
includes reimbursement of direct and indirect contract costs incurred in full or for partial
performance of the contract. Other contracts in progress are accounted for by the percentage-ofcompletion method (revenues are recognized according to the ratio of costs incurred to estimated
total contract costs) or by the pay-for-performance method (revenues are recognized in
accordance with the performance contract), where applicable.
For the years ended September 30, 2015 and 2014, federal government contracts are charged and
billed for costs at government approved provisional rates. Some projects are adjusted at year-end
to reflect actual costs incurred.
Cash and Cash Equivalents
For purposes of the statement of cash flows, NCAT considers all cash and investments with an
original maturity of three months or less to be cash equivalents.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Concentration of Credit Risk
NCAT maintains cash balances at various financial institutions. Deposit accounts at each
institution are subject to insurance coverage up to $250,000 by the Federal Deposit Insurance
Corporation (FDIC). NCAT also maintains repurchase account balances at Glacier Bank totaling
$1,412,620 and $909,653 at September 30, 2015 and 2014, respectively. These amounts are not
insured by the FDIC, rather, they are protected under a master repurchase agreement in which
there is collateral held by a third party.
Receivables
Accounts receivable consist primarily of amounts due from the sale of services or goods. The
allowance method is used to determine uncollectible amounts. An allowance for uncollectible
accounts receivable is provided based on management’s estimate, including such factors as prior
collection history. NCAT has a variety of credit relationships with its customers and different
trade terms are not uncommon. Management believes all accounts receivable are fully collectible
at September 30, 2015 and 2014. Accordingly, no allowance for doubtful accounts is considered
necessary.
Prepaid Expenses
Prepaid expenses include amounts paid to vendors for services to be received in future periods.
Property and Equipment
Property and equipment are stated at cost, if purchased, or at fair value at the date of the gift, if
donated, less accumulated depreciation.
Depreciation is computed on a straight-line basis over the following estimated useful lives:
Building and Improvements
Equipment
Vehicles
Furniture and Fixtures
Software

40 years
4–12 years
5 years
3-15 years
3 years

NCAT capitalizes property and equipment with a cost greater than $5,000 and an estimated
useful life of three years or more. Repairs and maintenance are expended when incurred and
betterments, which are expected to extend an asset’s useful life, are capitalized.
NCAT records all gifts of long-lived assets as unrestricted unless the donor states time or
purpose restrictions.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment (Continued)
At the time property and equipment are retired or otherwise disposed of, the cost and the related
accumulated depreciation is adjusted, and any gain or loss on disposal is included in the
statement of changes in net assets. Additionally, NCAT periodically reviews the carrying value
of property and equipment and will recognize impairments when the expected future operating
cash flow derived from such assets is less than their carrying value.
Contributions
Contributions received are recorded as unrestricted, temporarily restricted, or permanently
restricted support depending on the existence or nature of any donor restrictions. Temporarily
restricted contributions that are received and released from restrictions in the same year are
classified as unrestricted.
Deferred Revenue
Deferred revenue represents amounts received, but not earned, on work in process at September
30, 2015 and 2014.
Compensated Absences
Employees earn sick leave credits from the first full month of regular employment but must
normally complete three months of regular employment before they are eligible to use any
accrued credits. Regular full-time employees accumulate sick leave at the rate of nine days per
year to a maximum of 480 hours. Sick leave is prorated for all employees with less than full-time
status. Employees are not reimbursed for accumulated sick leave at termination. Sick leave is
expensed as it is used.
Employees accrue vacation from the date of hire. Vacation is accrued based on years of service
and is prorated for employees with less than full-time status. Full-time employees may
accumulate a maximum of 240 hours of vacation time. Vacation hours are paid to terminated
employees and is accrued and expensed on a bimonthly basis.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Classification of Net Assets
NCAT reports information regarding its financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets as follows:
Unrestricted Net Assets consist of investments and amounts that are available for use in
carrying out the mission of NCAT, and include expendable resources that have been
designated for special use by NCAT.
Temporarily restricted net assets represent those amounts, which are donor restricted for
specific purposes. When a donor restriction expires (i.e. when a stipulated time restriction
ends or a purpose restriction is accomplished), temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions. NCAT does not have any temporarily restricted net
assets at September 30, 2015 and 2014.
Permanently Restricted Net Assets result from contributions from donors who place
restrictions on the use of the funds that mandate that the original principal be invested in
perpetuity. NCAT does not have any permanently restricted net assets.
Income Taxes
NCAT is generally exempt from federal income taxes under §501(c)(3) of the Internal Revenue
Code, except for income taxes associated with unrelated business income. Interest income earned
on advances to its subsidiary and personal property rents are subject to unrelated business
income tax. NCAT is not a private foundation as classified by the Internal Revenue Service.
NCAT’s subsidiary, NHT, is a C-Corporation subject to federal and state income taxes.
NHT accounts for income taxes in accordance with GAAP, which requires the use of the liability
method of accounting for income taxes. Accordingly, deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or
settled.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in
the period that includes the enactment date. Income tax credits are accounted for by the flowthrough method, which recognizes the credits as reductions of income tax expense in the year
utilized. With few exceptions, NCAT is no longer subject to examinations by federal and
Montana tax authorities for years before 2012 and 2010, respectively.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Estimates
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
Reclassifications
Certain reclassifications have been made to the 2014 consolidated financial statements to
conform to the 2015 presentation. The reclassifications had no effect on the change in net assets
or on total net assets as previously reported.

NOTE 3.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at September 30:
Land
Buildings and improvements
Furniture and fixtures
Office equipment
Computer equipment
Software
Vehicles
Asset Under Construction
Less accumulated depreciation

$

$

2015
30,456
573,142
236,898
160,301
110,829
46,690
52,900
1,920
(912,227)
300,909

$

$

2014
30,456
484,535
236,898
160,301
110,831
46,690
52,900
45,000
(861,261)
306,350

Depreciation expense was $50,966 and $57,025 for the years ended September 30, 2015 and
2014, respectively.
Property and equipment purchased with federal funding is expensed if the grant indicates the title
is to be held by the grantor. Such property and equipment used by NCAT is not included in the
statements of financial position and totaled approximately $194,000 and $193,000 for the years
ended September 30, 2015 and 2014, respectively.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 4.

CONCENTRATIONS

During 2015 and 2014, NCAT derived approximately 74% and 65%, respectively, of its revenue
from contracts with various federal governmental agencies. Additionally, 68% and 63%,
respectively, of its accounts receivable relate to contracts with the federal government. A
significant variation in the level of this support, if this were to occur, would have a material
effect on NCAT's programs and activities.
NCAT’s largest single contract, the USDA ATTRA project, has previously been funded at a
level of $2.8 million per year. NCAT received $2.50 and $2.25 million in ATTRA funding in
2015 and 2014, respectively.

NOTE 5.

RECEIVABLES

Receivables consist of the following at September 30:
Billed receivables
Other miscellaneous receivables

$
$

NOTE 6.

2015
467,895
68,198
536,093

$
$

2014
659,717
49,023
708,740

CONTRIBUTED SERVICES

NCAT records various types of in-kind contributions. Contributed services are recognized at fair
value if the services received (a) create or enhance long-lived assets or (b) require specialized
skills, are provided by individuals processing those skills, and would typically need to be
purchased if not provided by donation. The amounts reflected in the accompanying financial
statements as in-kind contributions are offset by like amounts included in expenses or additions
to property and equipment.
NCAT received contributed professional services during the years ended September 30, 2015
and 2014, with fair values on the dates of donation of $21,236 and $79,552, respectively.
Contributed services consisted primarily of labor hours for project consulting.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 7.

ACCRUED EXPENSES

Accrued expenses consist of the following at September 30:
2015
Accrued payroll taxes and withholding
Accrued wages
Accrued vacation
Accrued income tax
Profit sharing plan
Other

$

$

NOTE 8.

4,099
145,015
145,116
175,875
10,451
480,555

2014
$

$

3,856
115,751
125,290
1,186
97,473
8,575
352,131

LINE OF CREDIT

At September 31, 2015, NCAT has an unused line of credit of $200,000 with a variable annual
interest rate with an initial rate of 5.0%. NCAT did not draw on this line of credit during 2015 or
2014.

NOTE 9.

LEASE COMMITMENTS

NCAT leases facility space the following cities:


Fayetteville, Arkansas with monthly rent expense of $3,259 per month with a cost of
living index increase each year, effective month-to-month;



San Antonio, Texas with a monthly rent expense of $1,106 per month, effective for five
years beginning December 1, 2014;



Davis, California with monthly rent expense of $1,000 per month, effective month-tomonth;



Forty Fort, Pennsylvania with a monthly rent expense of $1,616 per month with a cost of
living index increase each year, effective for three years (thirty seven months) beginning
November 1, 2012.



Jackson, Mississippi with monthly rent expense of $809, effective for three years
beginning August 1, 2014.

-12-

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 9.

LEASE COMMITMENTS (CONTINUED)

The following is a schedule of future minimum lease payments for long-term agreements:
2016
2017
2018
2019

$

$

26,215
21,365
13,272
2,212
63,064

All of the office rental space leases are on an annual basis and are contingent on continued
federal funding.
During the years ended September 30, 2015 and 2014, NCAT’s total facility rental expense was
$102,969 and $109,721, respectively.
NCAT also leases equipment under operating leases, with monthly rental expense amounting to
$563. The leases include an escape clause if federal funding is terminated.
During the years ended September 30, 2015 and 2014, equipment rental expense was $6,761 and
$12,754, respectively.

NOTE 10. INCOME TAXES
Income taxes for NCAT consist of a provision of $1,488 and $8,534 for the years ended
September 30, 2015 and 2014, respectively. Accrued expenses include $0 and $1,186 of income
tax liability at September 30, 2015 and 2014, respectively.

NOTE 11. NOTES PAYABLE
NCAT’s obligation under notes payable consists of the following:
2015
Note payable to Glacier Bank, due in monthly installments of
$944, including interest at 5%; maturing on October 24, 2019;
secured by all inventory, accounts receivable, equipment, and
general intangibles.
$
Less current portion
Total
$

-13-

41,594
(9,431)
32,163

2014

$
$

-

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 11. NOTES PAYABLE (CONTINUED)
The future scheduled maturities of long-term debt are as follows:
Years ending September 30:

2016
2017
2018
2019
2020

$

$

9,431
9,902
10,409
10,941
911
41,594

Interest expense was $2,117 and $-0- for the years ended September 30, 2015 and 2014,
respectively.

NOTE 12. PROFIT SHARING PLAN
NCAT sponsors a 401(k) Profit Sharing Plan (the Plan) for eligible employees. The Plan permits
employee salary reductions for employees who have attained age 21 and have completed at least
three months of service.
Employer contributions are allowed for employees who have attained age 21 and have completed
at least three months of service or 1000 hours of paid time. An employee must be employed on
December 31 to be eligible for employer contribution.
NCAT approves discretionary contributions to the profit sharing plan on a calendar year basis.
At September 30, 2015 and 2014, respectively, $175,875 and $117,918 of employer
contributions were expensed in the accompanying consolidated financial statements.

NOTE 13. KEY EMPLOYEE LIFE INSURANCE
NCAT is the owner and beneficiary of a term life insurance policy on a key employee. The face
amount approximates $333,000. The premium for the policy amounts to $486 per month.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 14. INDIRECT COST RATES AND FUNCTIONAL ALLOCATION OF COSTS
NCAT’s actual allocated cost rates for the fiscal years ended September 30, 2015 and 2014 are
as follows:
Cost Pool:
Directly allocated fringe - regular employees
Directly allocated overhead
Indirect general and administrative (G&A)

2015
42.00%
34.00%
10.00%

2014
42.00%
34.00%
9.94%

These rates do not include those of the subsidiary.

NOTE 15. ROYALTY AGREEMENT
NCAT has entered into a royalty agreement with NHTES, LLC (LLC). NCAT agreed to
authorize LLC the right to use the name “New Horizon Technologies Energy Services,” the
existing logo, and the EnerTel trademark, in consideration of payment of a royalty fee.
LLC agreed to pay NCAT a royalty fee equal to two (2%) percent of LLC’s annual cash receipts
in excess of $1,200,000 in a calendar year, provided that the fee shall not exceed $20,000 in any
given year and shall not exceed $110,000 in the aggregate. For the years ended September 30,
2015 and 2014 royalty fees received amounted to $0 and $5,593, respectively.

NOTE 16. SELF INSURED MEDICAL REIMBURSEMENT PLAN
NCAT sponsored a self-insured medical reimbursement plan (Plan). The Plan limited the annual
maximum coverage per participant to $2,550 for an individual or $5,100 for a family. All regular
employees who subscribed to NCAT’s primary medical insurance were eligible to participate.
The Plan called for a $500 per employee, $1,000 per family deductible to be satisfied before
benefits were reimbursed.
NCAT terminated the Plan effective July 1, 2014, and reverted to a fully insured plan.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
September 30, 2015 and 2014

NOTE 16. SELF INSURED MEDICAL REIMBURSEMENT PLAN (CONTINUED)
The following activity occurred for the years ended September 30:
2015
Prepaid medical reimbursement
Employer contributions
Employee reimbursements
Disbursement of prepaid medical
Accrued expenses - medical reimbursement

$

$

5,433
(5,433)
-

2014
$

$

(25,931)
58,000
(26,636)
5,433

NOTE 17. RELATED PARTY TRANSACTIONS
Members of the board of directors of NCAT made contributions in the amount of $6,883 and
$7,195 for the years ended September 30, 2015 and 2014, respectively.

NOTE 18. DEFERRED COMPENSATION
Effective October 2012, NCAT adopted a non-qualified deferred compensation agreement for its
Executive Director.
Contributions by NCAT are Board discretionary and are subject to IRS limits. Participants are
fully vested on contributions made.
After 60 days of separation from service, benefits may be paid out in a lump sum or installment
payments. There were no contributions for the years ended September 30, 2015 or 2014.

NOTE 19. SUBSEQUENT EVENT
Management has evaluated subsequent events through January 19, 2016, the date which the
financial statements were available for issuance.
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SINGLE AUDIT SECTION

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended September 30, 2015

Federal Source
Pass-through Source
Program Title
Type of Assistance

Grantor
Contract
Number

CFDA
Number

59-6227-1-068
59-6226-3-001

10.001
10.001

AG-6395-P-14-0600
AG-6395-P-14-0600

10.171
10.171

177,986
54,305
232,291

RBS-14-01
RBS-14-ATF
RBS-15-07

10.782
10.782
10.782

1,177,571
50,000
1,141,405
2,368,976

2013-51106-20970(01)
2014-51300-22224
59-2501-15-026
5885NU91
9751
CN-F2S-SS-14-MT-01
NA

10.303
10.307
10.443
10.561
10.574
10.575
10.902

75,027
92,209
2,438
24,469
450
45,126
45

14-IE-53102-021
15-IE-53102-033

10.460
10.460

68,262
39
68,301

SCFB-1314-14
NA

10.170
10.170

37,553
6,631
44,184

44-008-752017047
49-015-752017047

10.769
10.769

32,924
82,256
115,180

Z5411003
ONE15-240-29001
Z559002
RD309-129/S000753
140867001

10.215
10.215
10.215
10.215
10.215

11,475
2,356
3,582
28,574
8,297
54,284

F7030

10.310

35,590

NA

10.311

6,415

UA AES 91132-01
00008695

10.311
10.311

28,622
56,483
91,520

120834010
1000782

10.500
10.500

3,110
9,584
12,694
3,276,666

U.S. DEPARTMENT OF AGRICULTURE
ARS Systems Approach to Control Gastrointestinal
Use of Natural Strategies to Alleviate Enteric Pathogens in Organic Poultry
Subtotal by CFDA Number
NOP - Gulf States Sound and Sensible
NOP - New Resources for Organic Certifiers
Subtotal by CFDA Number
Appropriate Technology Transfer for Rural Areas (ATTRA)
Appropriate Technology Transfer for Rural Areas (ATTRA)
Appropriate Technology Transfer for Rural Areas (ATTRA)
Subtotal by CFDA Number
University of Texas Subtropical Organic Ag Research
Is Organic Farming Risky
Cultivating Success with Veteran Farmers in Kentucky and West Virginia
Iowa Department of Public Health - Food Corp
MT OPI Farm to School
Farm to School
OASCR - Hispanic Farmers
Risk Management Agency
Whole Farm Revenue
Risk Management for Specialty Crop and Livestock
Subtotal by CFDA Number
Texas Dept. of Agriculture
Strategies to Enhance Quality, Taste, and Production of Specialty Melons
Kentucky Dept. of Ag - Growing Warriors Specialty Crop Extension Projects
Subtotal by CFDA Number
Rural Business Enterprise Grant
Natural Gas Project
Organic Food Hub Feasibility Study
Subtotal by CFDA Number
Sustainable Agriculture Research and Education
Passed through University of Maryland
Passed through University of Vermont
Passed through University of Maryland
Passed through University of Georgia
Passed through Utah State University
Subtotal by CFDA Number
Urban Farming in the United States
Passed through NYU
CUFIC Workshops
National Institute of Food and Agriculture
Passed through University of Arkansas
Passed through University of California
Subtotal by CFDA Number
Sustainable Agriculture Research and Education
Passed through Utah State University
Passed through University of Wyoming
Subtotal by CFDA Number
TOTAL U.S. DEPARTMENT OF AGRICULTURE

See Notes to Schedule.
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Federal
Funds
Expended
$

10,080
3,802
13,882

NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)
Year Ended September 30, 2015

Federal Source
Pass-through Source
Program Title
Type of Assistance
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
LIHEAP Clearinghouse
LIHEAP Clearinghouse
Subtotal by CFDA Number

Grantor
Contract
Number

CFDA
Number

HHSP233201150000A
HHSP233201550019A

93.568
93.568

181,523
142,915
324,438

NA

93.757

17,549
17,549
341,987

4600032202
GOV14-2995T-3

94.006
94.006

57,543
131,105
188,648
188,648

Farmer's Market SNAP
Passed through State Department of Health & Human services
Subtotal by CFDA Number
TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
CORPORATION FOR NATIONAL AND COMMUNITY SERVICE
Arkansas Dept of Human Services Arkansas Energy Corp
MT State AmeriCorps
Subtotal by CFDA Number
TOTAL CORPORATION FOR NATIONAL AND COMMUNITY SERVICE

Federal
Funds
Expended

$ 3,807,301

TOTAL FEDERAL FINANCIAL ASSISTANCE

See Notes to Schedule.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
September 30, 2015

NOTE A.

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of NCAT and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the presentation of, the basic financial
statements.

NOTE B.

PROGRAM INCOME

Program income in the amount of $30,328 is included in the ATTRA federal expenditures
(CFDA #10.350).
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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
To the Board of Directors
National Center for Appropriate
Technology, Inc.
Butte, Montana
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 consolidated financial statements of the National Center for Appropriate Technology,
Inc. (a nonprofit organization) (NCAT) and subsidiary which comprise the consolidated
statements of financial position as of September 30, 2015, and the related consolidated
statements of activities, and consolidated cash flows for the year then ended, and the related
notes to the consolidated financial statements, and have issued our report thereon dated
January 19, 2016.
Internal Control over Financial Reporting
In planning and performing our audit of the consolidated financial statements, we considered
NCAT’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressi ng our
opinion on the consolidated financial statements, but not for the purpose of expressing an
opinion on the effectiveness of NCAT’s internal control. Accordingly, we do not express an
opinion on the effectiveness of NCAT’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 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 material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control over financial reporting that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether NCAT’s consolidated 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 NCAT’s internal control or on compliance. This report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering
NCAT’s internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.

Butte, Montana
January 19, 2016
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133
To the Board of Directors
National Center for Appropriate
Technology, Inc.
Butte, Montana
Report on Compliance for Each Major Federal Program
We have audited the National Center for Appropriate Technology’s (NCAT) compliance
with the types of compliance requirements described in the OMB Circular A-133
Compliance Supplement that could have a direct and material effect on each of NCAT’s
major federal programs for the year ended September 30, 2015. NCAT’s major federal
programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.
Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of NCAT’s major
federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about NCAT’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for
each major federal program. However, our audit does not provide a legal determination of
NCAT’s compliance.
Opinion on Each Major Federal Program
In our opinion, NCAT 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 September 30, 2015.

-22-

ANDERSON ZURMUEHLEN & CO., P.C
CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Report on Internal Control Over Compliance
Management of NCAT 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 NCAT’s internal control
over compliance with the types of requirements that could have a direct and material effect
on a major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on compliance for each major
federal program and to test and report on the internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of NCAT’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 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 based to describe
the scope of our testing of internal control over compliance and the results of that testing
based on the requirements of OMB Circular A-133. Accordingly, this report is not suitable
for any other purpose.

Butte, Montana
January 19, 2016
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.NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended September 30, 2015

SUMMARY OF AUDIT RESULTS
Financial Statements:
Type of auditor's report issued:

Unmodified

Internal control over financial reporting:
Material weakness identified?
Significant deficiency not considered material weakness identified?
Noncompliance material to financial statements noted?

No
None reported
No

Federal Awards:
Internal Control over major programs:
Material weakness identified?
Significant deficiency not considered material weakness identified?

No
None reported

Type of auditor's report issued on compliance for major programs:
Any audit findings disclosed that are required to be reported in accordance
with Circular A-133, Section 510(a)?
Identification of major programs:
Name of Federal Program or Cluster
Appropriate Technology Transfer for Rural Areas (ATTRA)
LIHEAP Clearinghouse
National Organic Program
Dollar threshold used to distinguish between Type A and Type B programs:
Auditee qualified as low-risk auditee?

Unmodified

No

CFDA Number
10.782
93.568
10.171
$300,000
Yes

FINDINGS – FINANCIAL STATEMENT AUDIT
None reported.
FINDINGS - MAJOR FEDERAL AWARD PROGRAM AUDIT
None reported.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended September 30, 2015

There were no findings or questioned costs for the year ended September 30, 2014.
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INDEPENDENT AUDITOR'S REPORT
To the Board of Directors
National Center for Appropriate
Technology, Inc.
Butte, Montana
Report on the Financial Statements
We have audited the consolidated financial statements of the National Center for
Appropriate Technology, Inc. (NCAT) and Subsidiary for the years ended September 30,
2015 and have issued our report thereon dated January 19, 2016.
We have also audited the accompanying Schedule of Determination of Indirect Co st Rates
of NCAT for the year ended September 30, 2015, and the related notes to the Schedule of
Determination of Indirect Cost Rates (the Schedule).
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of the Schedule 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 consolidated 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 the Schedule based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America; the applicable provisions of the Federal Acquisition Regulation (FAR),
provision subparts 42.7 “Indirect Cost Rates” and 42.8 "Disallowance of Costs," and the
terms and conditions of the contracts as criteria to evaluate costs. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the
Schedule is free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Schedule. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the Schedule, 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 Schedule 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 Schedule.
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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 Schedule referred to above presents fairly, in all material respects, the
indirect cost rates of NCAT’s cost reimbursable contracts for the year ended
September 30, 2015, in conformity with accounting practices prescribed by subparts 42.7
“Indirect Cost Rates” and 42.8 "Disallowance of Costs" of the Federal Acquisition
Regulations (FAR).
This report is intended solely for the information and use of governance, management of
NCAT, its oversight agencies and other grantors and is not intended to be and should not be
used by anyone other than these specified parties.

Butte, Montana
January 19, 2016
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SCHEDULE OF DETERMINATION OF INDIRECT COST RATES
Year Ended September 30, 2015

Fiscal
Year
2015

Cost Pool
Fringe
Direct Overhead
Indirect General and Administrative (G&A)

Provisional Audit
Rate Adjustments
42.00%
34.00%
10.00%

-

Final
Rate
42.00%
34.00%
10.00%

The Notes to Schedule of Determination of Indirect Cost Rates are an integral part of this schedule.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
NOTES TO SCHEDULE OF DETERMINATION
OF INDIRECT COST RATES
September 30, 2015

NOTE 1.

ORGANIZATION

The National Center for Appropriate Technology, Inc. (NCAT) was organized on October 12,
1976, as a nonprofit corporation under the Montana Nonprofit Corporation Act.
The purpose of NCAT is to help people by championing small-scale, local, and sustainable
solutions to reduce poverty, promote healthy communities, and protect natural resources.

NOTE 2.

BASIS OF ACCOUNTING

The Schedule of Determination of Indirect Cost Rates has been prepared on the accrual basis of
accounting and accounting practices prescribed by subpart 42.7 “Indirect Cost Rates” and 42.8
"Disallowance of Costs" of the Federal Acquisition Regulations (FAR).

NOTE 3.

PROVISIONAL RATE STRUCTURE

Contracts with the federal government are charged and billed for indirect costs utilizing an
approved provision rate structure. The difference between the approved provisional indirect rates
and actual rates is an adjustment in subsequent rate negotiations.

NOTE 4.

DESCRIPTION OF ALLOCATIONS

Fringe:
Pool: Includes all fringe labor (vacation, holiday, sick, etc.) and fringe non-labor (insurance,
employment related taxes, pension, and other various benefits).
Base: Total labor (excluding fringe labor) including overhead labor, G&A labor, federally
unallowed labor and direct project labor.
Fringe is allocated to all labor, except fringe labor. Fringe benefits are identified with salaries
and wages and treated as direct costs, as appropriate.
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NATIONAL CENTER FOR APPROPRIATE TECHNOLOGY, INC.
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended September 30, 2015

NOTE 4.

DESCRIPTION OF ALLOCATIONS (CONTINUED)

Direct Overhead
Pool: Includes all overhead labor (including allocated fringe) and all non-labor overhead
expenses (rent, computers, utilities, phones, lights, receptionist, supplies and various
facility expense).
Base: Total direct project labor (including allocated fringe).
Direct overhead costs are allocated to all direct project labor, including allocated fringe.
Indirect G&A:
Pool: Includes all G&A labor (including allocated fringe) and non-labor G&A expenses
(accounting, payroll, management, auditing, board expense and various other general
expenses).
Base: Total cost input including all direct, indirect and unallowable costs (labor, fringe,
overhead and non-labor).
Indirect G&A is allocated to all direct project labor and direct project non-labor.
In accordance with OMB A-122, Subparagraph B-3, “The costs of certain activities are not
allowable as charges to Federal Awards. However, even though these costs are unallowable for
purposes of computing charges to Federal awards, they nonetheless must be treated as direct
costs for the purposes of determining indirect cost rates and be allocated their share of the
organization’s indirect costs if they represent activities which (1) include the salaries of
personnel, (2) occupancy, and (3) benefit from the Organization’s indirect costs.”

-30-

