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Independent Auditors’ Report

To the Board of Directors
Accrediting Council for Independent Colleges and Schools

We have audited the accompanying financial statements of Accrediting Council for Independent
Colleges and Schools (ACICS) {a nonprofit organization), which comprise the statement of
financial position as of June 30, 2017, and the related statements of activities and changes in net
assets, and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management 15 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.

Auaditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to frand 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 opimon. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made my 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 matenal respects, the
financial position of Accrediting Council for Independent Colleges and Schools as of June 30, 2017,
and the change 1w 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.

COUNCH OR, BUCHANAN & MITCHELL, P.C. — CPAs AND BUSINESS ADVISORS . ‘i“ﬂ‘ﬁ?’%%}ﬁ; .
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ACCREDITING COUNCIL FOR INDEPENDENT COILLEGES AND SCHOOLS

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2017

(WITH COMPARATIVE TOTALS AS OF JUNE 30, 2016)

L T
Assets
Current Assets
Cash and Cash Equivalents

Accounts Receivable, Net

Prepaid Expenses

Total Current Assets

Investments

Property and Equipment, Net

Other Assets
Deposits

Total Assets

Current Liabilities

Liabilities and Net Assets

Accounts Payable and Accrued Expenses
Accrued Compensation

Deferred Revenue

Total Current Liabilities

Long-Term Liabilities
Accrued Rent, Noncurrent Portion

Total Liabilities

Net Assets
Unrestricted

Total Liabilities and Net Assets

Sec accompanying Notes to Financial Statements.

]

2017 2016
$ 1,163,823 $§ 1,207,177
105,330 1,363,147
259,090 313,491
1,528,243 2,883,815
12,146,205 12,452,200
1,649,460 1,926,623
11,273 11,273
$ 15,335,181 § 17,273,911
$ 420,089 § 633,756
292,479 792,151
18,030 53,297
730,598 1,479,204
17,083 82,016
747,681 1,561,220
14,587,500 15,712,691
$ 15,335,181 § 17,273911




ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2017

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016)

Support and Revenue
Sustaining Fees
Accreditation Visits
User Fees
Workshop Repistration Fees
Investment Income (Loss)
Other Revenue

‘Total Support and Revenue
Expenses
Program Services
Accreditation Expense
Education
Supporting Services
Management and General
Total Expenses
Change in Unrestricted Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

See accompanying Notes to Financial Statements.

2017 2016
3,565,703 § 4,590,228
1,547,958 3,559,010
2,304,318 2,889,700

76,940 637,280
1,274,982 (175,467)
14,934 47,029
8,784,835 11,547,780
3,378,338 5,747,158
2,254,778 3,148,461
4,276,910 3,916,636
9,910,026 12,812,255
{1,125,191) (1,264,475)
15,712,691 16,977,166
$ 14,587,500 § 15,712,691




ACCREDITING COUNCI. FOR INDEPENDENT COLLEGES AND SCHOOLS

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2017

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2016)

Cash Flows from Operating Activities
Change in Unrestricted Net Assets
Adjustments to Reconcile Change in Unrestricted
Net Assets to Net Cash Used in Operating Activities
Depreciation
(Gain) Loss on Investments
{Gain) Loss on Disposal of Property and Equipment
{Increase) Decrease in Assets
Accounts Receivable
Prepaid Expenses
Increase (Decrease) in Liabilities
Accounts Payable and Accrued Expenses
Accrued Compensation
Deferred Revenue
Accrued Rent

Net Cash Used 1n Operating Activities
Cash Flows from InveSting Activities
Purchases of Investments
Sales of Investments
Purchases of Furniture and Equipment

Net Cash Provided by Investing Activities

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

Cash and Cash Equivalents, End of Year

See accompanying Notes to Financial Statements.

2017

2016

$ (1,125,191)

§  (1,264,475)

644,827 808,346
(1,274,982) 175,467
384 16,096
1,257,817 74,290
54,401 (206,150)
(213,667) (42,647)
(499,672) (97,666)
(35,267) (36,053)
(64,933) (50,392)
(1,256,283) (623,184)
(3,158,469) (2,784,400)
4,739,446 3,873,179
(368,048) (795,594)
1,212,929 293,185
(43,354) (329,999)
1,207,177 1,537,176

$ 1,163,823 $ 1,207,177



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

ORGANIZATION

Accrediting Council for Independent Colleges and Schools {ACICS) was founded 1n 1912 to
establish and advance the quality of education of independent, non-public career schoaols,
career institutions, and colleges. ACICS accomplishes these objectives by performing the
accreditation function for its members.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Finanaal statement presentation follows accounting principles generally accepted in the
United States of Amenca in relation to net asset classification. ACICS 1s required to report
information regarding its financial position and activities according to three classes of net
assets: unrestricted net assets, temporanly restricted net assets, and permanently restricted net
assets. There are no temporanly or permanently restricted net assets at June 30, 2017.

Cash and Cash Eguivalents

ACICS considers all short-term, highly liquid investments with 1mitial maturities of three
months or less to be cash equivalents. Since all such cash equivalents are contained mn
ACICS’s investment portfolic and are not used in current operations, they are reported as
Investments.

Accounts Receivable

Accounts receivable includes program related revenue that has not been received as of
June 30, 2017. No interest 15 accrued on receivables. Accounts receivables are reported at their
unpaid balances, reduced by an allowance for doubtful accounts, if necessary. As of
June 30, 2017, management does not believe doubtful accounts are significant, and no
allowance has been reflected in the financial statements. Receivables are considered impaired
if full principal payments are not received in accordance with the contractual terms.

Management periodically evaluates the adequacy of the allowance for doubtful accounts by
considertng ACICS’s past receivables loss expenence, known and inherent risks in the
accounts recelvable population, adverse situations that may affect the client’s ability to pay,
and current economic conditions.

The allowance for doubtful accounts is increased by charges to bad debts expense and
decreased by charge offs of the accounts receivable balances. Accounts receivable are
considered past due based on management’s determination. Accounts receivable are reduced
based on management’s case-by-case determination that they are uncollectible.

Investinents

ACICS 1nvests 1n a professionally managed portfolio. All investments are carned at fair value.
Such investments are exposed to vanous nisks such as market and credit. Due to the level of nsk
associated with such investments, and the level of uncertainty related to changes in the value of
such investments, it 15 at least reasonably possible that changes n risk in the near term could
matenally affect investment balances and the amounts repoited in the financial statements.

-8-



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investments {Continued)

Realized and unrealized gains and losses are reported as investment income in the statement of
activities and changes 1n net assets.

Property and Equipment

Property and equipment are recorded at cost. All acquisitions in excess of $1,000 are
capitalized. Depreciation is provided on a straight-line basis over the estimated usefu! lives of
the assets. Artwork is not considered a collection and is a non-depreciable asset. Property and
equipment are reviewed for impairment whenever changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. The cost of property and equipment
retired or disposed of is removed from the accounts along with the related accumulated
depreciation, and any gain or loss is reflected in income.

Revenue Recognition

Sustaining fees are recognized in the year to which they apply. Sustaining fees received in
advance are recorded as deferred revenue and are recognized in subsequent periods when they
are earned. '

User fees are charged to cover the administrative costs of processing forms and are recogmzed
when the forms have been processed.

Substantially all receivables are derived from instituticns that ACICS accredits. All receivables
to these institutions are made on an unsecured basis. Historically, ACICS has not incurred

significant credit related losses,

Functional Alfocation of Fxpenses

The costs of providing programs and other activities have been summarized on a functional
basis in the statement of activities and changes in net assets. Accordingly, certain costs have
been allocated among the programs and supporting services benefited.

Use of Estimnates

The preparation of financial statements in conformity with accounting principles generally
accepted in the Umted States of America 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 reperting period. Actual results could differ
from those estimates.



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (CONTINUED)

Financigl Information as of June 30, 2016

The financial information as of June 30, 2016, is presented in the statement of financial
position, statement of activities and changes in net assets, and statement of cash flows for
comparative purposes only and 1s not intended to represent complete financial statement
presentation.

Advertising Costs
ACICS expenses advertising costs as they are incurred.
Income Taxes and Uncertainty in Income Taxes

ACICS 15 exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code as an organization that 15 not a pnvate foundation. ACICS 1s, however, subject to
income tax on any net profits generated by unrelated business activities as defined under the
tax laws. To date, ACICS has not engaged in such activities. As of June 30, 2017, ACICS’s
information returns filed with the Internal Revenue Service remain open for examination
generally for three years after they were filed.

ACICS follows the Financial Accounting Standards Board Accounting Standards
Codification (FASB ASC), which provides guidance on accounting for uncertainty mn income
taxes recognized in an organization’s financial statements. The gwidance prescribes a
recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken 1n a tax return, and also provides
guidance on derecognition, classification, interest and penalties, accounting in interim periods,
disclosure, and tranmsition. Examples of tax positions include the tax-exempt status of ACICS
and various positions related to the potential sources of unrelated business taxable income
(UBTID). As of June 30, 2017, ACICS had no uncertain tax positions that qualified for either
recognition of an unrecognized tax benefit or disclosure in its financial statements.

ACICS’s policy 1s to recognize interest and penalties, 1f any, on tax positions related to its
unrecognized tax benefits in income tax expense in the financial statements. No interest and
penalties were assessed or recorded during the year ended June 30, 2017.

Reclassification of Prior Year Presentation

Certain prior year amounts have been reclassified for consistency with the current period
presentation. These reclassifications had no effect on net assets or changes in net assets.

CONCENTRATION OF CREDIT RISK

ACICS maintains 1ts cash balances at one financial institution 1n the Washington, D.C., area.
The balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to
$250,000. At June 30, 2017, the uninsured balance for all cash accounts was approxamately
$958,000.

-10 -



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOQOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017
i e e e YA T S —

3. CONCENTRATION OF CREDIT RISK (CONTINUED)

ACICS maintains ifs investments at one financial institution in the Washington, D.C., area.
The cash equivalents and certificates of deposit held at this institution are insured by the FDIC
up to $250,000. At June 30, 2017, there was no uninsured balance for these cash equivalents
and certificates of deposit. All other investments held in this institution are insured by the
Secunties Investor Protection Corporation (SIPC) for up to $500,000. At June 30, 2017, the
uninsured balance for these investments was appreximately $11,463,000.

4. PROPERTY AND EQUIPMENT

Property and equipment as of June 30, 2017, consisted of the following:

Fumiture and Fixtures 3 4,563,878
Leasehold Improvements 555,877
Arntwork 4,006
5,123,761

Less Accumulated Depreciation and Amortization {3,474,301)

$§ 1,649,460
e 1|
Depreciation and amortization expense was $644,827 for the year ended June 30, 2017.

5. INVESTMENTS AND FAIR VALUE MEASUREMENTS

ACICS’s investments constitute its only assets or liabilities measured at fair value on a
recurring basis as of June 30, 2017. These investments and their fair value measurements are
summarized below:

Fair Value Level I Inputs  Level 2 Inputs  Level 3 Inputs

Cash and Short-Tern

Investients $ 183,614  § 183,614 3 - % -
Corporate Bonds 3,450,833 - 3,450,833
Corporate Bond Mutual Funds 1,045,732 1,045,732 - -
U.S. Equities 4,002,794 4,002,794 - -
U.5. Equity Mutual Funds 1,452,552 1,452,552 - -
International Equities 2,010,680 2,010,680 - -

3 12,146,205 b 8,695,372 $ 3,450,833 $

Accounting principles generally accepted in the United States of America provide a common
definition of fair value, establish a framework for measure of fair value and expand disclosures
about fair value measurements, but do not require any new fair value measurements.

All assets and liabilities required to be measured at fair value by these accounting principles
have been assessed with the following three-tier hierarchy of inputs:

Financial assets measured using Level 1 inputs are based on unadjusted quoted market prices
in active markets for identical assets,

-11 -



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS

INVESTMENTS AND FAIR VALUE MFEASUREMENTS (CONTINUED)

Level 2 inputs, 1if any, include quoted prices for similar assets in active markets, quoted prices
for 1dentical or similar assets in markets that are not active, inputs other than quoted prices
that are observable, and inputs derived from observable market data.

Level 3 inputs, 1f any, are obtained from ACICS’s own assumptions.

Investment income consisted of the following for the year ended June 30, 2017:

Interest 2ud Dividends $§ 271,484
Realized Goams 506,417
Unrealized Gains 497,081

Net Investment Inicome P O1,274,982

ACICS incurred investment fees of approximately $80,000 for the year ended June 30, 2017.
COMMITMENTS AND CONTINGENCIES

ACICS leases office space in Washington, D.C., which was amended in June 2017 to
terminate part of the space and extend the agreement through December 31, 2018. Minimum
monthly rent is currently $37,948. The total of 2ll rental payments due under the lease are
being recognized on a straight-line basis in the statement of activities and changes in net assets.
Accordingly, there 1s a liability recorded for accrued rent equal to the difference between the
rent expense and the actual cash payments required by the lease.

The following 1s a schedule of future minimum lease payments as of June 30, 2017:

For the ¥Years Ending June 39,

2018 $ 480,890
2019 224,635
3 711,531

The total expense mcurred under all operating leases during the year ended June 30, 2017, was
$820,086.

ACICS has contracted vanous consultants and msurance providers. ACICS 1s obligated to pay fees
for these relationships. ACICS had an employment contract with its Interim President which
expired on July 31, 2017. An agreement was signed with a new President on June 30, 2017, for a
three-year term commencing on July 31, 2017, and concluding on July 30, 2020.

PENSION PLANS

ACICS has a defined contribution pension plan, ACICS retirement/savings plan, as regulated by
the Internal Revenue Service Code 401(a). Employees become eligible after one year of service,
and become 25% vested for every year of employment. Contnibutions to the Plan are
discretionary and ACICS contributed 5% of eligible employees’ salaries. $108,650 was
contributed for the year ended June 30, 2017. ACICS’s employees are also eligible to participate
in a 403(b) tax deferred annuity plan through which they can defer a portion of their annual
salary. These voluntary contributions immediately vest to the employees.

-12-



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

ACCREDITATION AUTHORITY

ACICS was recognized as an accrediting body through July 2016. ACICS was notified in
September 2016 that the Senior Department Official at the U.S. Department of Education had
accepted the recommendation of the Department of Education staff and the National
Advisory Committee on Institutional Quality and Integrity (NACIQI) to deny renewal of
recognition to ACICS.

ACICS appealed the decision and was notified in December 2016 that the Department
Education denied the appeal. ACICS immediately filed litigation seeking injunctive and other
relief through the courts. As of June 2017, all legal briefs have been filed with the U.S. District
Court. A decision from the Court is expected over the following months unless the case is
resolved in some other manner before the Court issues its decision,

SUBSEQUENT EVENTS

ACICS has evaluated subsequent events through December 1, 2017, the date on which the
financial statements were available to be issued.

On October 1, 2017, ACICS submitted a formal petition for imtial recognition as a national
accreditor to the U.S. Department of Education.
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

P
Supporting
Program Services Services
Accreditation Managemment
Expense Education and General Total

Salaries and Benefits $ 1,197,725 § 1,129,283 § 1,095,063 5 3422071
Travel and Meals 1,010,934 - - 1,010,934
Depreciation 215,689 212,793 206,345 644,827
Occupancy 267,304 252,029 244,392 763,725
Professional Fees 165,309 155,863 151,139 472,311
Meetings 213,885 201,603 195,552 611,100
Legal and Accounting - - 1,591,108 1,591,108
Interest and Fees - - 310,595 310,595
Payroll Taxes 72,402 68,264 66,196 200,862
Computers 114,709 108,155 104,877 327,741
Utilities 30,371 28,036 27,760 80,773
Workshops - 22,655 - 22,655
Bad Debt Expense - - 210,449 210,449
Training 13,557 12,782 12,394 38,733
Office Supplies 6,950 6,552 6,354 19,856
Equipment Rentals and Maintenance 22,338 21,0601 20,423 63,822
Insurance 26,570 25,052 24,293 75915
Miscellaneous 3,125 2,940 2,857 8,928
Thies and Subscriptions 1,784 1,682 1,631 5,097
Printing and Postage 5,686 5,362 5,199 16,247
Advertising - - 277 277

T 3378338 ¥ 2,254,778 I 4276910 $ 9910026
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