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In response to the Department’s letter dated June 19, 2019, ACICS provided a documented
response to the issues that relate to the Criteria.

Administrative and fiscal capability

The agency provided a narrative response and its audited financial statements for fiscal years
2017 and 2018, its current budget and projections through 2023, its membership directory, a list
of scheduled accreditation reviews, organizational chart, staff resumes and job descriptions
(Exhibits 1 — FY 2020 and FY 2021-2023 Preliminary Budgets, 1 — Rejection of Consideration,
2 — Executive Committee Meeting Minutes, 2 — Reserve Fund Withdrawals, 3 - FY 2019
Budget, 3 — Number of Institutions Long Term Projections, 4, 5, 6, 7, 8, 9, and 10).

In its narrative response, ACICS stated that the 10 full-time, one part-time and one contract
employee are sufficient to carry out the accreditation activities required for the 74 institutions
(117 main and branch campuses) which offer over 250 different programs that are accredited by
the agency. The agency provided the staff resumes and job descriptions to document that all
accrediting responsibilities are included.

Regarding fiscal capacity, Department staff reviewed the information and documentation
provided by the agency, which demonstrates that ACICS currently has sufficient financial
resources to carry out its accrediting responsibilities. Although the documentation indicates that
the agency is currently operating at a deficit and is projected to do so until 2023, ACICS has
sufficient reserves to cover the expected operating deficits, and the level of those reserves are in
line with other similarly sized accrediting agencies. In addition, the financial projections
included within the agency’s budget reflect a measured growth at a realistic level, which projects
that the operating deficits will be eliminated by 2024.

These findings notwithstanding, ACICS is also required to submit to the Department its audited
financial records on a yearly basis over the next three years, as required by the Secretary’s
recognition decision dated November 21, 2018, and is scheduled to submit a petition for
recognition on February 1, 2020. These submissions provide the Department with additional
opportunities to review the agency’s actual fiscal performance measured against the projections
provided.

While the information and documentation provided by ACICS did not indicate that the agency
has been unable to fulfill its accreditation activities due to a lack of administrative or fiscal
capacity as related to site visits, council meetings or other committee meetings, the Department
is concerned that the lack of effective evaluation and monitoring approaches related to the two
institutions discussed in this letter, VIU and SDUIS, reflects inadequate staffing and other
resources, which does not demonstrate effective compliance with Section 602.15(a)(1).

Although not requested by the Department, ACICS addressed the assertion included in The
Chronicle of Higher Education article that the agency’s financial challenges could cause it to
accredit institutions that did not meet the agency’s standards. The agency provided information
and documentation that it has limited the institutions that have been invited to apply for
accreditation to those that meet the ACICS eligibility standards, and that the executive
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committee of the agency is involved in the preliminary review process. The agency also
provided information and documentation that it has limited the reinstatement of previously
accredited institutions to those that meet ACICS’ accreditation standards, and provided an
example of a reinstatement denial due to academic quality concerns. ACICS asserts that if it
were making accreditation decisions based solely on the agency’s financial condition, it would
not limit applications or reinstatements.

However, the institutional examples reviewed in this letter, SDUIS and VIU, do not demonstrate
that the initial application review process is as discerning as described, nor that the renewal
accreditation or monitoring processes are as thorough as necessary for the agency to identify
issues with the institution’s continued compliance with accreditation standards, as required by
Sections 602.17(c), 602.17(e), and 602.28(d).

Virginia International University

The agency provided a narrative response and the accreditation actions on and significant
correspondence to VIU, as well as correspondence with the State Council for Higher Education
in Virginia (SCHEV) related to the institution (Exhibits 11 & 12).

In its narrative response, ACICS described its review of VIU once it learned of the action taken
by SCHEV, including the agency’s issuance of the show-cause directive in March 2019 and
continued show-cause in May 2019, Based on the agency’s narrative response and the timeline
and information provided to the Executive Council of ACICS on March 21, 2019 (Exhibit 11,
pages 1-2), the action taken by ACICS appears to be the result of an article in Inside Higher Ed
on March 20, 2019, and not a result of the receipt of the audit and recommendation to revoke the
certificate to operate by SCHEV on February 8, 2019 (Exhibit 11, pages 7-19).

The Department notes that the agency has a standard, Title II, Chapter 3, 2-3-700 (Accreditation
Criteria, Publication Date: September 14, 2017), which states that “ACICS periodically receives
and may investigate information from federal or state agencies or other accrediting agencies, or
through public media sources, which may indicate possible criteria violations. Adverse
information may include, but is not limited to, ... negative audits or program reviews, and
government agency investigations.” The agency also states in its Policies and Procedures Manual
(Revised September 2017) that the At-Risk Institutions’ Group {(ARIG) will investigate adverse
external information (Chapter 13: Complaint and External Information Review).

However, it is not clear that a review by the ARIG occurred. An email to the Executive Council
of ACICS on March 21, 2019 stated there was a discussion and recommendation by the ARIG,
but the supplemental information provided does not include any notation of an ARIG meeting
nor discussion on VIU, and includes an acereditation action recommendation that appears to
come from an individual, not the ARIG (Exhibit 11, pages 1-2).

The Department is concerned that the agency had information and documentation from SCHEV
that called into question VIU’s ability to potentially meet the ACICS’ standards, but did not
review the information and documentation, nor act upon it until over a month later once the issue
was raised in the press. This appears to indicate that ACICS failed to follow its own policies and
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procedures related to the timely review of adverse information, as expected by Section 602.

28(d).

Even though ACICS eventually took action and issued a show-cause directive to VIU in March
2019, it is not clear from the information and documentation that the agency conducted its own
review of the issues to ensure that VIU continued to meet ACICS” standards in the same areas,
but instead relied upon the SCHEV review process and outcome. In addition, the March 2019
show-cause directive mainly addresses the potential revocation of VIU’s license to operate by
SCHEYV and the institution’s response to that proposed revocation, but does not demonstrate that
ACICS initiated a review of VIU itself to determine if VIU continued to meet the agency’s
accreditation standards (Exhibit 11, pages 20-25). Therefore, the Department is concerned that
ACICS still does not have adequate mechanisms in place to conduct a prompt review when it
receives a negative report from a State or other agency about an institution nor to determine if
the agency should independently investigate the allegations of the report to confirm compliance
with ACICS’ standards, as required by Section 602.28(d).

The Department is concemed with the strikingly different conclusions reached by ACICS and
SCHEYV regarding the academic quality of the distance learning programs at VIU. ACICS
conducted its comprehensive renewal of accreditation through an on-site visit in January 2018 to
VIU and did not appear to find the significant concems found by SCHEV in August 2018,
especially in relation to the courses offered by distance education. We are concerned that either
ACICS’s distance education standards did not contain the same level of rigor as those utilized by
SCHEYV or that ACICS’s onsite reviewers failed to uncover the deficiencies noted by the
SCHEYV audit in August 2018 as required by Sections 602.16(c) and 602.17(c)

Specifically, SCHEV found that the courses offered by distance education provided [imited peer-
to-peer and faculty-student interaction, lacked academic rigor at the graduate level, and were not
comparable to the residential offerings (Exhibit 11, pages 12-17). The concerns ACICS found
related to distance education during the comprehensive evaluation of VIU in January 2018 was
limited to the lack of an adequate distance education plan and that the plan wasn’t integrated into
the institution’s Campus Effectiveness Plan (Exhibit 11, page 6). After a deferral action in April
2018 (Exhibit 11, pages 4-5) due to issues unrelated to distance education or other significant
academic concerns, ACICS granted renewal of accreditation in August 2018 without condiftons
(Exhibit 11, page 3). Even though SCHEV did not ultimately revoke VIU’s license to operate,
the audit findings led to a forced three-year moratorium of distance education due to the severity
of the issues in that area (Exhibit 12, page 9).

San Diego University for Integrative Studies

The agency provided a narrative response, as well as the application for accreditation,
accreditation actions on and significant correspondence related to SDUIS (Exhibits 1A, 1B, 1C,
1D, 1E, 1F, 1G, 1H, 11, 2 — Initial Resource Report SDUIS, 13, 14a, 14b, 14¢, 15, 16 and 17).

The agency did not provide any correspondence with ACCET regarding SDUIS, as requested by
the Department in its letter to ACICS. Instead, the agency states that SDUIS is not accredited by
ACCET, but that it is a separate enfity, USA English Language Center (USAELC), owned by
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SDUIS, that is accredited by ACCET. Therefore, ACICS did not contact ACCET due to that
distinction and because “the institution being invited to apply for accreditation is not, and cannot
be, accredited by the agency (i.e. SDUIS’ program offerings are beyond ACCET s scope of
recognition).” The agency provided SDUIS’ documentation of this separation, to include listing
of USAELC in the State of California Bureau for Private Postsecondary Education (BPPVE)
directory in July 2019; approval by ACCET of a change of ownership without a change in
control for USAELC in October 2018; State of California articles of incorporation for USAELC
filed in October 2016; and the assignment by the IRS of an Employer Identification Number
(EIN) to USAELC in August 2018 (Exhibit 17).

However, the Department notes that even though ACICS provided information and
documentation that appear to support the agency’s assertion that SDUIS and USAELC are
legally separate entities, the agency’s report from the initial resource site visit on June 30, 2016
includes a concern related to the ACCET action to place USAELC on show cause and requires
“Evidence that the institution has been removed from the “Institutional Show Cause” status with
ACCET” as part of the institution’s action plan (Exhibit 2 — Initial Resource Report SDUIS,
pages 4, 18, and 20). In addition, the Database of Accredited Postsecondary Institutions and
Programs (DAPIP), that is hosted on the Department’s website, lists the “USA English Language
Center at San Diego University of Integrative Studies” and includes the ACCET accreditation
history and documentation under the “Institutional Accreditation™ tab.

In Exhibits 14a, 14b, and 14c, the agency provided the response by SDUIS to public comments
received by ACICS. The SDUIS’ response cover letter includes statements by the institution that:
“SDUIS enjoys an excellent reputation in the professional community and is currently approved
and monitored by the following agencies — Accrediting Council for Continuing Education and
Training (ACCET)” (Exhibit 14a, page 7-8); and “the ESL program has been accredited by
ACCET since 2013. A copy of our letter of acereditation is included as Attachment C” (Exhibit
14a, page 8). Beyond the cover letter, the attachments, provided by SDUIS to ACICS in
response to the public comments, included numerous references to USAELC. For example,
Attachment A (Exhibit 14a, pages 12-70), referred to as the “Who We Are” document, includes
“USA English Langauge (sic) Center @ The San Diego University for Integrative Studies” on
the cover, and references USAELC 10 times and SDUIS six times throughout the document.
Attachment D (Exhibit 14b, pages 5-93), referred to as the institution’s Operations and
Procedure Manual, includes “USA English Language Center, SAN DIEGO UNIVERSITY FOR
INTERGRATIVE STUDIES” on the cover, as well as the website for USAELC,
www.usaele.com, and the email for SDUIS, sduis@sduis.edu, and other references to both
USAELC and SDUIS throughout the document. Attachments F, H, I, and M within Exhibit 14c
also include references to USAELC and SDUIS and do not distinguish between the two entities.

The breadth and depth of information and documentation provided by SDUIS does not clearly
demonstrate that USAELC is a separate entity, nor does the information included within the
initial resource site visit report or on the DAPIP. Therefore, it does not appear that ACICS
conducted a comprehensive analysis to assess the relationship between SDUIS and USAELC, to
determine if ACICS is required to take into account the accreditation action by ACCET on
USAELC when reviewing SDUIS, as required by Section 602.28(d).
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CENTERED OM YOUR SUCCESS

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 comprnse the statement of
financial position as of June 30, 2018, and the related statements of activities and changes in net
assets, and cash flows for the vear then ended, and the related notes 1o the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropnate 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 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 opinton, the financial statements referred to above present fairly, in all material respects, the
financial position of Accrediting Council for Independent Colleges and Schools as of June 30, 2018,
and the change in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOQOLS

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2018

(WITH COMPARATIVE TOTALS AS OF JUNE 30, 2017)

2018 2017
Assets
Current Assets
Cash and Cash Equivalents 5 694,808 $ 1,163,823
Accounts Receivabie, Net 17,205 105,330
Prepaid Expenses 257,543 259,090
Total Current Assets 969,556 1,528,243
Investments 11,322,496 12,146,205
Property and Equipment, Net 1,337,933 1,649,460
Other Assets
Deposits 11,273 11,273

Total Assets $ 13,641,258 $ 15,335,181

Liabilities and Net Assets

Current Liabilities

Accounts Payable and Accrued Expenses $ 284,237 $ 420,089
Accrued Compensation 193,350 292,479
Deferred Revenue 31,270 18,030
Deferred Rent, Current Portion 3,647 13,436
Total Current Liabilities 512,504 744,034
Long-Term Liabilities
Deferred Rent, Noncurrent Portion - 3,647
Total Liabilities 512,504 747,681
Net Assets
Unrestricted 13,128,754 14,587,500
Total Liabilities and Net Assets $ 13,641,258 5 15,335,181

See accompanying Notes to Financial Statements.



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2018

(WITH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

2018 2017
Support and Revenue
Sustaining Fees $ 2,749,517 3,565,703
Accreditation Visits 627,200 1,547,958
User Fees 569,100 2,304,318
Workshop Registration Fees 11,800 76,940
Investment Income 755,167 1,274,982
Other Revenue 22,894 14,934
Total Support and Revenue 4,735,678 8,784,835
Expenses
Program Services
Accreditation Expense 1,861,918 3,378,338
Education 1,379,884 2,254,778
Supporting Services
Management and General 2,952,622 4,276,910
Total Expenses 6,194,424 9.910,026
Change in Unrestricted Net Assets {1,458,746) (1,125,191)
Net Assets, Beginning of Year 14,587,500 15,712,691
Net Assets, End of Year $13,128,754 $ 14,587,500

See accompanying Notes to Financial Statements.



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOQLS

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2018
(W1TH COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2017)

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 on Investments
Loss on Disposal of Property and Equipment
Decrease 11 Assets
Accounts Receivable
Prepaid Expenses
{Decrease) Increase in [.iabilities
Accounts Payable and Accrued Expenses
Accrued Compensation
Deferred Revenue
Deferred Rent

Net Cash Used in 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.

2018

2017

$ (1,458,746)

$ (1,125,191)

495,135 644,827
(755,167) (1,274,982)

- 384

88,125 1,257,817
1,547 54,401
(135,852) (213,667)
(99,129) (499,672)
13,240 (35,267)
(13,436) (64,933)
(1,864,283) (1,256,283)
(2,602,594) (3,158,469)
4,181,470 4,739,446
(183,608) (368,048)
1,395,268 1,212,929
(469,015) (43,354)
1,163,823 1,207,177
$ 694,808 5 1163823




ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

ORGANIZATION

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Financial statement presentation follows accounting principles generally accepted in the
United States of America in relation to net asset classification. ACICS is required to report
information regarding its financial position and activitics according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net
assets. There are no temporarily or permanently restricted net assets at June 30, 2018.

Cash and Cash Eguivalents

ACICS considers all short-term, highly liquid investments with initial maturities of three months
or less to be cash equivalents. Since all such cash equivalents are contained in ACICS’s
mvestment portfolio and are not used in current operaticns, they are reported as investments.

Accounts Receivable

Accounts receivable includes program related revenue that has not been received as of
June 30, 2018. No interest is accrued on receivables. Accounts receivables are reported at their
unpaid balances, reduced by an allowance for doubtful accounts, if necessary. As of
June 30, 2018, 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
considering ACICS’s past receivables loss experience, known and inherent risks in the
accounts reccivable 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 cn management’s case-by-case determination that they are uncollectible.

Investments

ACICS mvests in a professionally managed portfolio. All investments are carried at fair value,
Such nvestments are exposed to various risks such as market and credit. Due to the level of risk
associated with such investments, and the level of uncertainty related to changes in the vatue of
such Investments, it is at least reasonably possible that changes in risk in the near term could
matenally affect investment balances and the amounts reported in the financial statements.

-8-



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

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 in 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 useful lives of
the assets. Artwork 1s 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 1s 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 subscquent periods when they
are earned.

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

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

Functional Allpcation 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 Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and habilities 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.

Prior Year Information

The financial information as of June 30, 2017, 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,

-9.



ACCREDITING COUNCIL FOR INDEPENDENT COILLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Advertising Costs

ACICS expenses advertising costs as they are incurred.,

Income Taxes and Uncertainty in Income Taxes

ACICS is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code as an organization that i1s not a private foundation. ACICS i1s, however, subject to
mcome tax on any nct 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, 2018, 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 in income taxes
recognized in an organization’s financial statements. The guidance prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement of
a tax position taken or expected to be taken in a tax return, and also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disclosure,
and transition. Examples of tax positions include the tax-exempt status of ACICS and various
positions related to the potential sources of unrelated business taxable income {UBTI). As of
June 30, 2018, 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 is to recognize interest and penalties, if 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, 2018.

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.

New Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities. The amendments in this ASU make inprovements to the
information provided in financial statements and accompanying notes of not-for-profit
entities. The amendments set forth the FASB’s umprovements to net asset classification
requirements and the information presented about a not-for-profit’s liquidity, financial
performance, and cash flows. The ASU becomes effective for fiscal years beginning after
December 15, 2017 Earlier application is permitted. The changes in this ASU should
generally be applied on a retrospective basis in the year that the ASU is first applied.
Management has not evaluated the impact of this ASU on its financial statements.

-10-



ACCREDITING CQUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

New Accounting Pronouncements (Continued)

In February 2016, the FASB issued ASU 2016-02, Leases (Topic §42). The guidance in this ASU
supersedes the leasing guidance in {Topic 840), Leases. Under the new guidance, lessees are
required to recognize lease assets and lease liabilities on the statement of financial position for all
leases with terms longer than 12 months. Leases will be classified as either finance or operating,
with classification affecting the pattern of expense recognition in the statement of activities and
changes in net assets. The new standard 1s effective for fiscal years beginming after
December 15, 2019, including interim pericds within those fiscal years. Earlier application is
permitted. Management has not evaluated the impact of this ASU on its financial statements.

CONCENTRATION OF CREDIT RISK

ACICS maintains its cash balances at one financial institution in the Washington, D.C., area.
The balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000.
At June 30, 2018, the uninsured balance for all cash accounts was approximately $452,000.

ACICS maintains its 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, 2018, there was no uninsured balance for these cash equivalents
and certificates of deposit. All other investments held in this institution are insured by the
Securities Investor Protection Corporation (SIPC) for up to $500,000. At June 30, 2018, the
uninsured balance for these investments was approximately $10,722,000.

PROPERTY AND EQUIPMENT

Property and equipment as of June 30, 2018, consisted of the following:

Furniture and Fixtures $ 3,828,656
Leasehold Improvements 555,877
Arntwork 4,006
4,388,539
Less Accumulated Depreciation and Amortization (3,050,806)
$ 1,337,933

Depreciation and amortization expense was $495,135 for the year ended June 30, 2018.

INVESTMENTS AND FAIR VALUE MEASUREMENTS

ACICS’s investments constitute its only assets or liabilities measured at fair value on a recurming basis
as of June 30, 2018. These investments and their fair value measurements are summarized below:

Fair Value Level | Inputs  Level 2 Inputs  Level 3 Inputs

Cash and Short-Term § 100,995 b 100,995 3 - 3

Corporate Bonds 2,861,244 - 2,861,244 -
Corporate Bond Mutual Funds 1,023,916 1,023,916 -

U.S. Equities 4,241,023 4,241,023

U.5. Equity Mutual Funds 653,701 653,701 -

International Equities 2,441,617 2,441,617 -

$ 11,3224986 § 8,461,252 § 2861244 %

-11 -



ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

INOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

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.

Level 2 mputs include quoted prices for similar assets in active markets, quoted prices for
identical or similar assets in markets that are not acttve, inputs other than quoted prices that
are observable, and inputs dertved 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, 2018:

Interest and Dividends $ 281,272
Realized Gains 367,003
Unrealized Gains . 106,892

Net Investment Income $ 755,167

ACICS incurred investment fees of approximately §79,000 for the year ended June 30, 2018.

COMMITMENTS AND CONTINGENCIES

ACICS leases office space in Washington, D.C., which was amended in Scptember 2018 to
extend the agreement through June 30, 2019, ACICS also leases office equipment. Minimum
monthly rent for office space and equipment is currently $39,042. The total of all rental
payments due under the office leasc are being recognized on a straight-line basis in the
statement of activitics and changes in net assets. Accordingly, there is a liability recorded for
deferred rent equal to the difference between the rent expense and the actnal cash payments
required by the lease.

The following is a schedule of future minimum lease payments as of June 30, 2018:

For the Year Ending June 30,
2019 $ 452 187
$ 452,187

The total expense incurred under all operating leases during the year ended June 30, 2018, was
$549,487.

ACICS has contracted various consultants and insurance providers. ACICS 1s obligated to
pay fees for these relationships. ACICS has an employment contract with its President
expiring on July 30, 2020. In the event of termination, ACICS may be obligated to pay the
President up to twelve months base salary.
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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
once year of service, and become 25% vested for every year of employment. Contributions to
the Plan are discretionary and ACICS contributed 5% of eligible employees’ salaries.
$80,289 was contributed for the year ended June 30, 2018. 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 coentributions immediately vest to the
employees.

ACCREDITATION AUTHORITY
Current Accreditation Status

ACICS continues to be recognized by the U.S. Department of Education as an accrediting
agency. On September 28, 2018, the Semior Department Official (SDQ) at the US.
Department of Education recommended that ACICS be granted continued recognition with
the condition that it submits a compliance report within 12 months demonstrating full
compliance with 34 CFR §§ 602.15(a)2) and (a)(6). ACICS’s status as federally recognized
accrediting agency is currently before the Secretary pending a final decision.

Historical Information on Accreditation Status

In September 2016, ACICS was notified that the SDO had accepted the recommendation of
Department staff and the National Advisory Commttee on Institutional Quahty and Integrity
(NACIQI) to deny the renewal of recognition. ACICS appealed the decision and was notified
in December 2016 that the appeal had been denied. ACICS timely filed litigation seeking
injunctive and other relief through the courts. On March 23, 2018, the U.S. District Court for
the District of Columbia 1ssued a Memorandum Opmmon remanding the decision to deny
renewal of recognition, resulting in a resubmission of the documents supporting ACICS'’s
petition for re-recognition and the current pending decision before the Secretary.

SUBSEQUENT EVENTS

ACICS has cvaluated subsequent events through December 3, 2018, the date on which the
financial statements were available to be issued.
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

SCHEDULE OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2018

Supporting
Program Services Services
Accreditation Management
Expense Education and General Total
Salaries and Benefits $ 691,927 i 652,389 5 632,619 § 1,976,935
Travel and Meals 398,409 - - 398,409
Depreciation 173,297 163,395 158,443 495 135
Occupancy 177,939 167,771 162,687 508,397
Professional Fees 59,781 56,365 54,656 170,802
Meetings 79,594 75,046 72,712 227,412
Legal and Accounting - - 280,349 280,349
Recopnition Petition - - 564,809 564,809
Interest and Fees - - 167,811 167,811
Payroll Taxes 38,799 36,582 35,473 110,854
Computer Maintenance and Consulting 117,639 110,917 107,556 336,112
Utilities 28,558 26,927 26,109 81,594
Bad Debt Expense - - 601,590 601,590
Training 17,369 16,377 15,880 49,626
Cifice Supplies 4,402 4,150 4,025 12,577
Equipment Rentals and Maintenance 17,063 16,088 15,600 48,751
Insurance 4§ 942 46,146 44,747 139,835
Miscellaneous 4,992 4,707 4,565 14,264
Dues and Subscriptions 2,158 2,035 1,973 6,166
Printing and Postage 1,049 989 958 2,996

$ 1,861,918 $ 1,379,884 $ 25852622 T 6,194,424
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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 is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of Amenca; 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 misstatemnent.

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 1s sufficient and approprniate to provide a basis
for our audit opinion.

Opinion

In our cpinion, 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 in its net assets and its cash flows for the year then ended, 1n accordance with
accounting principles generally accepted in the United States of America.

COUNCI OR, BUCHANAN & MITCHELL, P.C. — CPAs AND BUSINESS ADVISORS
wwewchrncpa.cam
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2017
(WITH COMPARATIVE TOTALS AS OF JUNE 30, 2016)
IR IR A R ]
2017 2016
Assets
Current Assets
Cash and Cash Equivalents $ 1,163,823 $ 1,207,177
Accounts Receivable, Net 105,330 1,363,147
Prepaid Expenses 259,090 313,491
Total Current Assets 1,528,243 2,883,815
Investments 12,146,205 12,452,200
Property and Equipment, Net 1,649,460 1,926,623
Other Assets
Deposits 11,273 11,273
Total Assets $ 15,335,181 $ 17,273,911
Liabilities and Net Assets
Current Liabtlities
Accounts Payable and Accrued Expenses h) 420,089 - § 633,756
Accrued Compensaticn 292,479 792,151
Deferred Revenue 18,030 53,297
Total Current Liabilities 730,598 1,479,204
Long-Term Liabilities
Accrued Rent, Noncurrent Portion 17,083 82,016
Total Liabilities 747,681 1,501,220
Net Assets
Unrestricted 14,587,500 15,712,691
Total Liabilities and Net Assets $ 15,335,181 $ 17,273,911

See accompanying Notes to Financial Statements.




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
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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 Equivaleats, Ead of Year

See accompanying Notes to Financial Statements.

2017

S

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 $ 1207177



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 1n 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 imn
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 1n 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 in risk in the near term could
matenally affect investment balances and the amounts repoited in the financial statements.
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOOLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED}

Tuvestments {Continved)

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 useful lives of
the assets. Artwork 1s not considered a collection and 1s a non-depreciable asset. Property and
equipment are reviewed for impairment whenever changes m 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 1s reflected in income.

Revenue Recognition

Sustaining fees are recognized 1n 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 1nstitutions that ACICS accredits. All receivables
to these institutions are made on an unsecured basis. Historically, ACICS has not incurred

significant credit related losses,
Functional Allocation of Expenses

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 Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the Umited States of America requires management to make estirmates 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.



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 1n 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
(UBTI). 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 in 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.
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ACCREDITING COUNCIL FOR INDEPENDENT COLLEGES AND SCHOQLS

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

3. CONCENTRATION OF CREDIT RISK (CONTINUED)

ACICS maintains 1ts mvestments 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 tnvestments held in this mstitution 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 approximately $11,463,000.

4. PROPERTY AND EQUIFMENT

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

Furniture and Fixtures 3 4,563,878
Leasehold Improvements 355,877
Artwork 4,006
5,123,761

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

§ 1,649,460
|
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
recurting 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

Investinents $ 183,614 by 183,614 5 - 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.S. Equity Mutual Funds 1,452,552 1,452,552 - -
International Equities 2,010,680 2,010,680 - -

3 12,146,205 ¥ 8,695,372 $§ 3,450,833 $

Accounting principles gencrally 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 mputs:

Financial assets measured using Level 1 inputs are based on unadjusted quoted market prices
in active markets for 1dentical assets,
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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 all 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.
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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 Integnty (NACIQI) to deny renewal of

recognition to ACICS.

ACICS appealed the decision and was notified m 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 1ssues 1ts 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 tmtial recognition as a national
accreditor to the U.S. Department of Education.
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ACCREDITING COUNCIL FOR INDEPENDIENT COLLEGES AND SCHOOLS

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

o]
Supporting
Program Services Services
Accreditation Maunagemment
Expense Education and General Total

Salaries and Benefits $ 1,197,725 § 1,129,283 $ 1,095,063 § 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 213,885 201,663 195,552 611,100
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 28,636 27,760 80,773
Workshops - 22,635 - 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 Matntenance 22,338 21,061 20,423 63,822
Insurance 26,570 25,052 24,293 75915
Miscellaneous 3,125 2,946 2,857 8,928
Trues and Subscriptions 1,784 1,682 1,631 5,097
Printing and Postage' 3,686 5,362 5,199 16,247
Advertising - - 277 277

T 3378338 § 2254778 3 4,276,910 § 9,910,026
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