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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors &

Florida Institute for Human and Machine Cognition, Inc.
Pensacola, Florida

We have audited the accompanying statements of financial positio f Florida

stitute for Human and Machine

at we plan and perform the audit to
free of material misstatement. An audit

d significant estimates made by management,
We believe that our audits provide a
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Board of Directors
Florida Institute for Human and Machine Cognition, Inc.

Our audits were performed for the purpose of forming an opinion on the basic financi 3
taken as a whole. The accompanying Schedules of General and Administrative/Expensgs are
purposes of additional analysis and are not a required part of the basic financial fatements. Y

suts of THMC
presented for
e accompanying

Office of Management and Budget Circular A-133, Audits of States, K Non-Profit
Organizations, and is not a required part of the basic financial statemep

Pensacola, Florida

October 11, 2010



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2010 AND 2009

ASSETS

Cash
Grants, contracts, and accounts receivable

Pledges receivable 123,719
Prepaid expenses 47,673
Property and equipment, net 6,846,516
Financing costs and other assets, net 91,203
Total Assets $ 12,692,246
IABILITIES ASSETS

Liabilities:
Accounts payable $ 229,361  § 585,436
Accrued payroll apd related liakjliti 426,862 343,653
Refundable advanee 1,039,697 1,036,395
Note payable 4,087,503 4,188,260
Total ljabititie 5,783,423 6,153,744
7,069,266 6,421,717
66,688 116,785
Total net assets 7,135,954 6,538,502
Total Liabilities\and Net Assets $ 12,919377 §$ 12,692,246

The accompanying notes are an integral
part of these financial statements.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2010 AND 2009

A\ 2010 2009
Change in Unrestricted Net Assets:
Support, Revenue and Reclassifications:
Research and development grants and contracts -
Federal and pass-through grants 6,766,421 -

Other grants and contracts
Legislative appropriation

3,398,204
055,016

Contributions ,839 55,808

Contributed facilities and administrative allocation 110,026 139,845

In-kind donations 3,306 28,305

Other revenue V4 45,127

Net assets released from restrictions 72 45,748

Total support, revenue and reclassification M4,858 11,408,943

Expenses:

Program services -

Research and develop dntracts 9,092,993 8,678,928

22,200 11,124

9,115,193 8,690,052

12,150 10,786

60,314 50

72,464 10,836

1,569,652 1,738,176

1,642,116 1,749,012

10,757,309 10,439,064

647,549 969,879

The accompanying notes are an integral
part of these financial statements,
e



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2010 AND 2009

(Continued) ji

A R010 2009

Change in Temporarily Restricted Net Assets:

Contributions &% 27,00

(31,025)

Loss from uncollectible restricted pledges

Net assets released from restrictions ,072) (45,748)

Change in temporarily restricted net assets 50,097) (32,597)

Change in Net Assets 597,452 937,282

Net Assets, Beginning of Year 6,538,502 5,601,220

Net Assets, End of Year $ 7,135954 § 6,538,502

The accompanying notes are an integral
part of these financial statements.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.

STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2010 AND 2009

2010 2009

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
Bad debt expense
Loss on uncollectible restricted pledges
Changes in operating assets and liabilities -

371,637
243,535
31,025

Grants, contracts, and accounts receivable 269,076 (345,677)
Pledges receivable 29,787 30,375
Prepaid expenses 109 (4,257)
Deposits 1,500) -
Accounts payable 356,075) 379,789
Accrued payroll and related liabilities 83,209 13,533
Refundable advance 3,302 667,584
Net cash provided by operatingactivities 1,297,557 2,000,975
Cash Flows From Inve
(1,136,412) (968,487)
(100,757) (96,398)
- 20,000
(100,757) (76,398)
60,388 956,090
3,178,058 2,221,968
$ 3238446 $ 3,178,058
Supplemental Disclosdre of Cash Flow Information:
Interest paid $ 183,510 187,869

The accompanying notes are an integral
part of these financial statements.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Purpose:

Florida Institute for Human and Machine Cognition, Inc. ("IR
profit corporation on February 25, 2004, pursuant to Sectig

economic development.

Basis of Accounting:

requires maragément 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.



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conti

Legislative appropriation:

Support from legislative appropriation represents amounts recgi he state legislation budget,
general revenue fund.

Contributions:

Contributions are reported as temporarily restricted if the Sonor limits ?
the restrictions expire, these temporarily restricted net assetS\are reclassifie

the donated assets. When

d to unrestricted net assets and
sstrictions. Donor-restricted
y same reporting period

()

ederal cognizant agency, or predetermined by the non-Federal sponsor. Facilities and
administrative cost rates for government grants and contracts are subject to audit, and subsequent final
settlements, if any, are recorded as current period adjustments. Management believes the impact of any
future settlements to be immaterial to the financial statements.

Reclassifications:

Certain reclassifications have been made to previously reported 2009 amounts to conform to the 2010
presentation. These reclassifications had no effect on previously reported net assets.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financing costs:

Financing costs, including legal and other expenses associated i t,_have
been capitalized and are being amortized on a straight-ljz he related debt.

Property and Equipment:

Property and equipment are recorded at oGd% i i iNvalue at date of donation.
Depreciation is provided using the straig e sefud lives of the assets as
follows:

Building 30 years

Computers and software 3-5 years

Machinery and equipme 5-10 years

Vehicle 5 years

501(c)(3) and has been classified by the Internal Revenue Service as a public charity. Accordingly, no
provision for income taxes has been provided in the accompanying financial statements.

Subsequent Events:

Management has evaluated subsequent events through October 11, 2010, the date which the financial
statements were available for issue.



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 2 - GRANTS, CONTRACTS AND ACCOUNTS RECEIVABLE

At June 30, 2010 and 2009, amounts due from grantor and other contras

Research and development grants and contracts -

Federal and pass-through grants ,081,911

Other grants and contracts 4,862
Economic Development Administration grant - 513,921
Other receivables 25,693 41,239

$ 1;52;«‘56 $ 2,405,077

affiliation agreement entered into with the -
HMC on a monthly basis.

010 and 2009 are due as follows:

2010, . 2009

$ 42,245  § 57,303

30,615 82,789

72,860 140,092

LessYjscounts to hetyresent value 9,953 16,373
Net pledyges #ceivable $ 62,907 $ 123,719

The discount rates used to calculate net present value range from 3-5%.

Management considers all pledges receivable at June 30, 2010 and 2009 to be fully collectible; therefore,
no allowance for uncollectible pledges has been established. In the event a pledge becomes uncollectible,
the pledge will be charged off as a bad debt loss. For the year ended June 30, 2010, IHMC recorded a bad
debt loss in temporarily restricted net assets totaling $31,025.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment is comprised of the following:

Land ,142,640
Buildings 7,114
Computers and software ,141 61 2,026
Machinery and equipment 778,040 767,360

Furniture and fixtures 7,262 -

Vehicle 0 24,130
Art collection 3,750 3,750
Construction in progress - Ocala facility - 909,775
Construction in progress - prototype 439,948 309,988

8,830,025 7,693,614
Less accumulated de 1,202,624 847,008

$ 7,627,401 $§ 6,846,516

restricts th use of fhe building to research and development, unless an alternate purpose is approved by
the grantor ay

yency administrators. The EDA has determined the useful life of the project for purposes of
this restrictionto be 20 years.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 5 - NOTE PAYABLE

rate of 4.43%, and secured by the property financed.
facilities transfers to IJHMC. Pursuant to the financing
rental payments to the Commission sufficient to pay all
and delivered a promissory note to the Commission, who !
repayment of the bonds.

Maturities of the note payable are as follow$

Year ending June 30,

2011 105,311

110,073
115,049
120,250
3,636,820

$ 4,087,503

have beenused for the donor-restricted purpose or until lapse of time when the promises become due.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 7 - RETIREMENT PLANS

IHMC established a defined contribution retirement plan that operatgs s
Revenue Code on March 1, 2005. The purpose of the pla
participating employees. Benefits are provided through Tez
("TTAA™), College Retirement Equities Fund ("CREF").
June 30. AIl benefits under the Plan are fully funded a

Section 403(b) okthe Internal
ide tefirement be eﬁts for

eligible employee’s compensation on a bi-
in 2010 and $585,531 in 2009.

entered into\an affiliation agreement (the agreement) that addresses IHMC’S use of or participation in
University pfogfams and services, including monies, personnel or services, and the use of facilities.

The University holds various accounts that have been earmarked for UWF IHMC. Pursuant to Section

1004.447(6)(a), Florida Statutes, IHMC has continued access to and use of these amounts. At
June 30, 2010 and 2009, the University held $486 and $3,792, respectively, earmarked for UWF IHMC.
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 8 - RELATED PARTY TRANSACTIONS (Continued)

University of West Florida (Continued):

Also as stated in the affiliation agreement, IHMC is entitled admmyistrative alldgatiqns
from the University which represents the indirect overhegd \¢afned on grants administered throughthe

2009

3,306 § 28,305
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

NOTE 9 - COMMITMENTS AND CONTINGENCIES (Continued)
Lease commitments:

IHMC occupies two leased office spaces. One lease is for prg
and is dedicated to IHMC’s administrative function. This

Year ending June 30,
2011
2012

1,398

126,505

Rental expense for thése leases for the years en
respectively.

ne 30,2010 and 2009 was $92,934 and $89,628,

Contingencies:

Grants and contracts kequire the thlfillment of ce

Ain conditions as set forth in the applioable agreements

conditions cquldfesult in the return of all or part of the grant funding to the County. The $550,000 has not

been expended at June 30, 2010, and therefore, is included in refundable advances in the accompanying
statements of financial position.

-15-






FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULES OF GENERAL AND ADMINISTRATIVE EXPENSES
YEARS ENDED JUNE 30, 2010 AND 2009

Salaries, including in-kind services & 1)748,8 8
Payroll taxes 106,396

268,575

Employee benefit programs

Administrative travel 121,211

Meals and entertainment 3,589 18,178
Insurance 82,164 85,802
Legal and professional 349,006 367,809

Occupancy, including in-kind 11 365,036

Interest expense 010 187,869
Bad debt expense 243,535 -

Repairs and maintenance 9,303 9,037
Office expenses 134,098 113,958

Telephone 95,072 101,986
Adpvertising expense 2,669 2,111
Lobbying costs 161,435 148,310
Licenses and fees 9,598 16,530
Memberships and conti 23,891 24,048
Community relations 3,526 2,890
Employee merate-and welfare 10,728 12,239
24,646 22,819

371,637 322,346

(2,831,109)  (2,773,835)

$ 1,569,652 $ 1,738,176
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2010
Federal Grantor, Pass-through Grantor, CFDA Pass-through Agency's Federal
Program or Cluster Title Number Identifying Nw@g enditures
<

Research and Development Cluster:

Office of Naval Research
Generic Dialogue Technology for Human-Robot
Coordination

Semantically Enabled Network Search

An Agile Computing Approach to a Flexible and Adaptive

Information Dissemination System 293,852
Assistive Tech 1,106,228
Deep Spatial Processing of Natural Language 142,101
Evidence Based Paraconsistency 51,995

Passed through Bucknell University
UGV Mobility & Coordination in Jpiz
Environments 06014-09-1-0913-01 251,892
Total Office of Naval R 2,092,763
Defense Threat Red
Brain Activity Modeling
Effectiveness 12.351 HDTRA1-09-1-0010 240,106
12.420 W81XWH-09-1-0617 165,875
12.420 W81XWH-10-1-0084 40,446
206,321
Army ResearchN.aboratory
Agile ComputingXor Future Combat Missions 12.431 WO911INF-05-2-0051 121,311
Passed through Florida Technological Institute
Biologically Inspired Security Infrastructure
for Tactical Environments Year 2 12.630 WO911NF-08-2-0023 394,407
Total Army Research Laboratory 515,718
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FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

(Continued)
Federal Grantor, Pass-through Grantor, CFDA Pass-through Agency's Federal
Program or Cluster Title Number Identifying/Number xpenditures

Department of the Air Force,
Air Force Research Laboratory
Technical Community Research Agenda for Facilitating the
Achievement and Retention of Expertise 12.800 FA8650-09

Process Integrated Mechanism for Human-Computer
Collaboration and Coordination

Process Integrated Mechanism for Human-Computer 21,169
Collaboration and Coordination
Seamless and Secure Federation Among
Highly-and-Loosely-Connected Infospaces 387,181
A Hybrid Emulation Environment for Airborne Networks 43,315
A Cross-Layer Communication Substta
Tactical Information Manages 8 750-07-2-0185 64,977
Total Department of e AiNCorce 674,187
Defense Advanced Research Projects Age
12.910 HR0011-06-1-0035 166,070
12,910 TCN 09143 59,996
226,066
43.001 NNX08AU09A 229,496
43.002 NNXO09ATOCA 747,501
43.002 NNX10AGS54A 459,062
Total National Aeronautics and Space Administration 1,436,059
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FLORIDAINSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

(Continued)
Federal Grantor, Pass-through Grantor, CFDA Pass-through Agéndy's Federal
Program or Cluster Title Number Identifying/Number xpenditures
National Science Foundation
Deep Understanding Resources 47.070 CNS-08 14,955

National Institutes of Health
Passed through the H. Lee Moffitt Cancer Center
ARRA - Developing Information Infrastructure Focused
on Cancer Comparative Effectiveness Research

Passed through the University of Pittsburgh
Novel Glaucoma Diagnostics for Structure and

Function 18,521
Total National Institute of Health 323,512
Total Research and Development Cluster 5,729,687
Department of Labor
Passed through Florida's Great Northwes
‘Workforce in Regional EconomigDevelopment (WIRED) 7261 144,442
Department of Commerce
Economic Developmenj/ﬂdministra on
Economic Adjustmenft Program/Building Renovation to
Establish a Research/Intqvation Center 11.307 04-79-06096 444379
Department ef Educatien
84.397 17C-5920S-0CZ09 447913
§ 6,766,421

NOTE: This schedule is presgfited on the accrual basis of accounting in accordance with generally accepted accounting principles.
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Saltmarsh

© - Saltmarsh, Cleaveland & Gund
CERTIFIED PUBLIC ACCOUNTANTS AND -CONSULTANTS

To the Board of Directors
Florida Institute for Human and Machine Cognition, Inc.
Pensacola, Florida

Standards, issued by the Comptroller General of the

Internal Control Over Fina@g

reporting that mig
internal control ovk

t beSignificant deficiencies or material weaknesses. We did not identify any deficiencies in
financial reporting that we consider to be material weaknesses, as defined above.

-20-
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Board of Directors
Florida Institute for Human and Machine Cognition, Inc.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether IHMC’s financigl statements areNyee of material
misstatement, we performed tests of its compliance with certain provisions aws, xegulations, sontracts, and
grants agreements, noncompliance with which could have a direct and satedia 1 the deten \ination of
financial statement amounts. However, providing an opinion on copfpliance &

ObJ ective of our audit and accordmgly, we do not express such a on

Standards, 1

This report is intended solely for the information and use of ITHMC’s manapement, the audit committee, the
Board of Directors, and federal awarding agencig - g ities, and is not intended to be and
should not be used by anyone other than these sp i

Pensacola, Florida
October 11, 2010
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Saltmarsh, Cleaveland & Gunid
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIA

To the Board of Directors
Florida Institute for Human and Machine Cognition, Inc.
Pensacola, Florida

Compliance

organization) compliance with the types of X
Management and Budget (OMB) Circular A-133
major federal programs for the year ended June 30,

¢’ of findings and questioned costs.
grants applicable to each of its major

. hose standa1ds and OMB Circular A- 133 require that we plan
¢ assurance about whether noncompliance with the types of
¢ that could have a direct and material effect on a major federal

that are applicable)to gdch of its major federal programs identified in the accompanying schedule of findings and
questioned costs forthe year ended June 30, 2010.
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Board of Directors
Florida Institute for Human and Machine Cognition, Inc.

Internal Control Over Compliance

The management of IHMC is responsible for establishing and maintaining efféctive ix
compliance with the compliance requirements referred to above. In plannin

ternat~control over
g and performiqg our audit, we

material noncompliance w1th a type of complia:
detected and corrected, on a timely basis.

Pensace]a, Florida
October

-23-



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2010

A. SUMMARY OF AUDITOR’S RESULTS

1. The auditor’s report expresses an unqualified opinion on the financig
for Human and Machine Cognition, Inc.

2. No significant deficiencies in internal control related to t&

Resedtch and Technology Development
Aerospasg Education Services Program
Technolo ansfer

ARRA - Trans-NIH Recovery Act Research Support

ARRA - State Fiscal Stabilization Fund (SFSF) - Government Services

8. The threshold used for distinguishing between Type A and B programs was $300,000.

9. Florida Institute for Human and Machine Cognition, Inc. was determined to be a low-risk auditee.

-24-

CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.
CFDA No.

CFDA No.

12.300
12.351
12.420
12.431
12.630
12.800
12.910
43.001
43.002
93.701

84.397



FLORIDA INSTITUTE FOR HUMAN AND MACHINE COGNITION, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010
(Continued)

B. FINDINGS - FINANCIAL STATEMENT AUDIT

There were no findings relating to the financial statements whick arg
accordance with Government Auditing Standards.
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Saltmarsh

Saltmarsh Cleaveland & Gund
CERTIFIED PUBLIC ACCOUNTANTS AND .CON,SULTANTS

REPORT ON COMPLIANCE
WITH BOND RESOLUTION

To the Board of Directors
Florida Institute for Human and Machine Cognition, Inc.
Pensacola, Florida

We have audited the financial statements of Florid4

itute for Humag and Machixe Cognition, Inc. IHMC) (a

In connection with our audit, noth believe that IHMC failed to comply

(Blorida Institute for Human and Machine
Cognition, Inc. Project), gasola-Escambia County Promotion and Development
Commission as they ¢ ing . our audit was not directed primarily toward

obtaining knowledge
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